Sound  Currency  1895 

// 


A    COMPENDIUM 


OF 


Accurate  and  Timely  Information 


ON 


Currency  Questions 


INTENDED   FOR 


WRITERS,  SPEAKERS  and  STUDENTS 


Reform  Club  Sound  Currency  Committer 


NEW    YORK 


H  G   3.0/ 
•  *7 

v.     / 


TABLE  OF  CONTENTS. 


5~7  ^3  6 

BANCROFT 
LIBRARY 


U«  S.  COINAGE  AND  CURRENCY  LAWS. 

PAGH 

UWS  RELATING  TO  COINAGE 2 

Power  granted  by  Constitution— Act  of  April  2,  1792,  establishing  a  mint  and  regulating 
coinage— Act  of  May  8,  1792,  copper  coinage— Act  of  January  14,  1793,  copper  coinage- Act 
February  9,  1793,  in  reference  to  foreign  coins — Subsequent  legal  tender  legislation  as  to  foreign 
coins— Act  of  March  3, 1795,  regulating  the  mint  and  coins  of  the  U.  S.— Act  of  April  21,  I806, 
punishment  of  counterfeiting— Act  of  June  28, 1834,  gold  coins  of  TJ.  S.— Act  of  January  18,  1837, 
coinage  revision — Act  of  March  3,  1849,  coinage  of  gold  dollars  and  double  eagles — Act  of  March 
3, 1831,  coinage  of  three-cent  silver  piece— Act  of  February  21,  1853,  relative  to  half  and  quarter 
dollar,  dime  and  half  dime— Act  of  March  3,  1853,  new  coinage,  assaying  and  regulation  of  dies — 
Act  of  February  21,  1857,  legal  tender  quality  of  foreign  coins  revoked,  nickel  cent,  purchase  of 
bullion— Act  of  April  22,  1864,  coinage  of  bronze  cent,  and  legal  tender  of  minor  coins— Act  of 
March  3,  1865,  coinage  of  nickel  three-cent  pieces,  limited  legal  tender— Act  of  May  16, 1866,  coinage 
of  five-cent  piece— Act  of  March  3,  1871,  redemption  of  copper  and  other  token  coins— Act  of 
February  12, 1873,  revising  coinage  laws — Act  of  January  29,  1874,  coinage  of  foreign  coins  at  the 
mint— Act  of  June  22,  1874,  Revised  Statutes  of  the  U.  S.— Act  of  March  3, 1875,  coinage  of  twenty- 
cent  piece — Act  of  April  17,  1876,  issue  of  silver  coins — Joint  resolution,  July  22,  1876,  issue  of 
silver  coins,  purchase  of  silver  bullion — Act  of  February  28,  1878,  to  authorize  standard  silver 
dollar,  purchase  of  bullion,  monetary  conference— Act  of  May  2,  1878,  coinage  of  twenty-cent  piece 
prohibited — Act  of  June  19,  1878,  assaying  of  bullion — Act  of  March  3,  1879,  transportation  of 
securities,  coin  certificates— Act  of  June  9,  1879,  redemption  of  silver  coins,  legal  tender  of  silver 
coins— Act  of  May  26,  1882.  gold  coin  for  gold  bullion— Act  of  August  7,  1882,  transportation  of 
silver  coins— Act  of  August  4, 1886,  issue  of  silver  certificates,  transportation  of  silver  coin— Act 
February  19,  1887,  retirement  and  recoinage  of  trade  dollar— Act  March  2,  1889,  disposal  of 
"silver  profit  fund"— Act  July  14.  1890,  purchase  of  silver  bullion,  issue  of  coin  certificates— Act 
of  September  26, 189),  amendment  of  section  3510,  Revised  Statutes— Act  of  September  26,  1890, 
discontinues  the  coinage  of  three-dollar  and  one-dollar  gold  pieces  and  three-cent  nickel — Act  of 
February  10,  1891,  counterfeiting— Act  of  March  3,  1891,  exchange  of  gold  coins  for  bars— Act  of 
November  1, 1893,  purchase  of  silver  bullion  discontinued. 

UWS  RELATING  TO  GOVERNMENT  CURRENCY 28 

Act  of  July  17,  1861,  authorizing  the  issue  of  Treasury  and  $50,000,000  demand  notes— Act  of 
August  5,  1861,  form  and  manner  of  issuing  Treasury  notes- Act  of  February  12, 1862,  $10,000,000 
additional  demand  notes— Act  of  February  25, 1862,  issue  of  $150,000,000  leeal  tender  United  States 
notes— Act  of  March  17,  1862,  demand  notes  made  legal  tender— Act  of  July  11,  1862,  additional 
issue  of  $150,000,000  United  States  legal  tender  notes— Act  of  July  17, 1862,  stamps  received  in  pay- 
ment of  customs  duties,  fractional  bank  notes  forbidden— Joint  resolution  January  17,  1863,  non- 
interest  bearing  United  States  notes  authorized— Act  of  March  3.  1863,  $150,000,000  additional  legal 
tender  notes  authorized,  exchange  of  United  States  notes  for  interest  bearing  Treasury  notes,  issue 
of  gold  certificates,  $50,000,000  fractional  currency— Act  of  June  30, 1834,  Treasury  notes  bearing 
interest,  redemption  of  Treasury  and  United  States  notes,  temporary  loan — Act  of  January  28, 
1865,  issue  of  Treasury  notes — Act  of  March  3,  1865,  conversion  of  Treasury  notes  into  bonds- 
Act  of  April  12, 1868,  retirement  of  United  States  notes— Act  of  March  2,  1867,  issue  of  temporary 
loan  certificates  in  payment  of  compound  interest  notes— Act  February  4, 18 -;8,  suspension  of 
further  reduction  of  the  currency— Act  of  July  25,  18G8,  redemption  and  retirement  of  compound 
interest  notes— Act  of  March  18,  1869,  to  strengthen  public  credit— Act  of  July  12, 1870,  redemption 
of  3  per  cent,  temporary  loan  certificates— Act  of  June  20, 1874,  amount  of  United  States  notes 
fixed — Revised  Statute*?  relating  to  currency — Act  January  14,  1875,  resumption  of  specie  payments 
— Actof  May  31,  1878,  further  retirement  of  United  States  notes  forbidden— Act  of  August  4,  1886, 
issue  of  silver  certificates. 

LAWS  RELATING  TO  BANK  CURRENCY 31 

Act  of  February  25,  1791,  incorporation  of  the  Bank  of  the  United  States— Act  June  27, 1798,  coun- 
terfeiting—Act of  April  10,  1816,  Second  Bank  of  the  United  States— Act  of  February  25,  1863,  to 
f»rovide  a  national  bank  currency— Act  of  June  3,  1864,  National  Bank  Act— Act  of  March  3,  1865, 
ormation  of  national  banks— Act  of  July  13,  lS'W,  tax  on  State  banks— Act  of  March  2,  1867,  certi- 
ficates of  temporary  loans— Act  of  March  26, 1867,  tax  on  county  or  municipal  notes — Act  of  March. 
3,  1869,  reports  of  national  banks— Act  of  July  12, 1870,  increase  of  national  bank  circulation— Re- 
vised Statutes  of  the  United  States— Act  of  June  20,  1874,  organization  of  national  banks— Act  of 
June  23, 1874,  destruction  of  notes— Act  of  January  19,  1875,  limitation  of  aggregate  amount  of  na- 
tional bank  notes  removed— Act  of  February  8,  1875,  tax  on  notes  other  than  national  bank— Act 
of  March  3,  1875,  printing  of  the  notes— Act  of  February  14,  1880,  conversion  of  national  gold 
banks — Act  of  July  12,  1882,  corporate  existence  of  national  banks  extended — Act  of  March  3, 
1887,  reserve  cities — Act  of  July  14,  1890,  5  per  cent,  redemption  fund. 

APPE ND1X 45 

Coins  of  the  United  States,  authority  for  coining  and  changes  in  weight  and  fineness,  total 
amount  coined,  legal  tender  quality. 

INDEX 47 

THE  WORLD'S  CURRENCIES. 

UNITED  STATES 60 

Gold— Silver— United  States  Notes  (  "  Greenbacks" )-  United  States  Treasury  Notes  of  1890— 
Gold  certificates— Currency  certificates— Denominations— Legal  tender  qualities— National  Bank 
notes— Issue  limited— Central  redemption  agency— Denominations— Shareholders'  liability— Quasi- 
legal  tender— Number  and  Capital  of  Banks— Tax  on  State  Banks— Statement  of  circulation,  Jan- 
uary 1,  1895. 

ORE  AT  BRITAIN  A  ND  COLONIES 51 

Double  standard  in  England— Exportation  of  gold,  1785— Silver  coinage  prohibited,  1798— Gold 
standard  legalized,  June  22, 1816— The  Sovereign— Weight— Monetary  Unit— Actual  Circulation- 
Right  to  have  gold  coined — Price  paid  for  bullion  sold  to  Bank  of  England — Silver  coins— Denom- 
inations—Weight — Limited  legal  tender — Ratio— Coined  only  for  Government  account— Bank  of 
England— Founded,  1694,  by  Montague— Present  charter,  1844— Issue  and  banking  departments- 
Circulation— How  guaranteed— Reserve  may  be  one-fifth  in  silver— Actual  issues  made  only  against 


TABLE    OF    CONTENTS. 


fold— Permanent  debt  of  State  to  bank  partial  basis  of  issue— Notes  legal  tender  except  in  payment  to 
ranchesof  the  bank— Not  legal  tender  in  Scotland  and  Ireland— Joint  stock  banks— Banknote  issue 
in  Scotland— Uncovered  issues— Ireland,  banks— Issue  of  notes— Statement  of  outstanding  bank 
notes,  1893— Estimated  Stock  of  Money  in  Great  Britain. 

Canada , 5£ 

No  gold  coinage  of  her  own— United  States  and  Great  Britain  coins  used— Amount  of  gold  in 
reserves— Silver  coinage  from  1870— Subsidiary  in  character— Total  coinage,  $6,300,000— Dominion 
Notes— Limited  to  $.'5,000,000— Redeemable  in  gold— Secured  by  reserve,  gold  and  securities- 
Banks— Limit  of  note  issue— Daily  redemption— Elasticity  of  the  system— Aggregate  circulation, 
November  1,  1894— Estimated  Stock  of  money  in  the  Dominion  of  Canada. 

Australasia 5$. 

Monetary  system  like  Great  Britain's -Banking  in  Victoria— Basis  of  present  system— Sub- 
scribed capital  of  £250,000,  half  paid  up— Number  of  Banks  and  branches- Circulation  and  depos- 
its—Banking in  Queensland— South  Australia— Western  Australia— New  South  Wales— New 
Zealand. 

British  India. 58 

Fundamental  Monetary  law — Standard — History  of  the  tree  Coinage  of  Silver— How  rupees  are 
estimated — Legal  tender  value  of  rupee— Coinage  charge— Ra>io — Gold  not  legal  tender — Denomin- 
ations, etc.,  of  gold  and  eilver  coins  of  British  India— Banks  previous  to  1?61— Issues  of  present 
currency  notes — Geographical  circles  of  issue — Exchange  gold  or  bullion — Reserve  invested  in  Gov- 
ernment securities — Maximum  limit— Amount  of  circulation— Estimated  stock  of  money. 

Minor  British  Colonies 54 

Except  as  noted  monetary  systems  same  as  England's — The  Bermudas— Turk  and  Caicos 
Islands— Newfoundland— British  Honduras,  Banks  of  issue ;  Recent  suspension  of  specie  pay- 
ments—Mauritius, Africa— The  Gambia,  Africa— Sierra  Leone,  Africa— Gold  Coast,  Africa— Gibral- 
tar—Cyprus— British  Guiana,  Bank  notes— Ceylon— The  Straits  Settlements,  silver,  legal  tender  ; 
Bank  notes,  banks  bound  to  maintain  specie  ;  circulation— Hong  Kong,  silver  dollar,  Ban.c  notes, 
Banks,  circulation— Cape  of  Good  Hope. 

GERMAN   EMPIRE 55 

Foundation  of  present  system  in  monetary  laws  of  1871-78— Retirement  of  old  gold  coins, 
current  silver  coins— Gold  coins — Effect  of  the  law  of  1873 — Silver — Coinage  limited — Old  coins 
called  in— Thalers— Sale  o'  silver— Loss  by  abrasion — Denominations,  weight  and  comparative 
value  of  coins— Imperial  Treasury  notes,  legal  tender— Amount— Bank  notes — Banks  of  issue — 
Imperial  Bank— Tax  on  issues  above  limit— Renewal  of  charter— Total  circulation— Estimated 
stock  of  money  in  the  Empire. 

AUSTRIA  HUNGARY 55. 

Monetary  system  established,  1857-1858,  1*67,  1870-1887— Coinage  of  silver  suspended,  1879— 
Legally  single  silver  standard — Practically  no  metallic  money  in  circulation— Paper  money — 
Premium  on  silver  up  to  1878  Currency  reform — New  system  gold  monometallic — Coins  of  new 
currency— Gold,  denominations,  weight,  etc.,  of  coins— Silver  coins— Coinage  charges— Ratio — 
Coinage  of  silver— Limited  legal  tender— Monetary  agreement  between  Austria  and  Hungary- 
Coins  of  the  new  system— State  Treasury  notes-Mutual  guaranty— Maximum  issue— Circulation 
— Denominations— Legal  tender— Bank  notes— One  bank  of  issue— Loans  to  the  State— Bank  pays 
taxes— Debt  of  State  to  bank— Circulation— Must  be  covered  above  certain  limit— Notes  above 
metallic  reserve  must  be  guaranteed— Legal  tender— Renewal  of  charter— Estimated  stock  of 
money. 

THE  LATIN  UNION  ("France,  Belgium,  Italy,  Switzerland  and  Greece) 58 

Previous  union— The  money  system — Ratio — Increase  in  supply  of  gold — Causes  substitution 
of  gold  for  silver  in  the  monetary  systems — Formation  of  the  Latin  Union,  1865 — To  maintain 
double  standard— Each  State  to  receive  the  coins  manufactured  by  the  others— Legal  tender  value 
— First  convention — Greece  joins  the  Union— Union  of  last  15  years — Provides  for  free  coinage  of 
both  metals— Bimetallic — Depreciation  of  silver  limits  coinage — Compact  prolonged  five  years — 
Coins  of  each  country  to  be  received  by  the  Treasuries  of  the  Union — Union  terminable  upon  one 
year's  notice — Balances  due  after  termination  of  Union  to  be  paid  in  gold  or  bills  of  exchange  on 
the  debtor  State— Latin  Union  changed  to  goll  standard— Coinage  of  gold  unlimited,  silver 
suspended— The  ratio  still  183^  to  1— Coinage  charges— Legal  tender. 

France— Bank  notes— Bank  of  France  and  branches— Foundation  charter,  1800— Renewal  of— Capital 
— Note  limitation,  4,000,000.000  francs— Legal  tender— Estimated  stock  of  money  in  France 59 

Belgium — National  Bank  of  Belgium — Only  joint  stock  company  to  issue  notes — Individuals  and 
associations  free  to  issue  bank  notes— State  receives  a  share  of  bank  profits— Government  may 
veto  any  measure  —Branches  and  agencies — Note  limitations — Amount  of  bank  notes— Estimated 
stock  of  money  in  Belgium 58 

Italy— State  notes— Bank  syndicate— Government  borrows  $200,000,000— Banks  issue  notes  in  repre- 
sentation of  amount  loaned— Syndicate  dissolved— Notes  become  a  state  debt— $70,000,000  state 
notes  outstanding— Bank  notes — No  state  bank— Six  banks  of  issue— Limitations  on  note  issues — 
Legal  limit— Forced  currency  abolished— Additional  notes  to  be  covered  by  a  second  metallic 
reserve— A  fusion  of  banks  in  1893— New  bank  of  Italy— Limit  of  bank  circulations— Notes  beyond 
limit  may  be  issued  when  covered  in  full  by  metallic  reserve— $235,000,010  bank  notes  outstand- 
ing—Estimated  stock  of  money  in  Italy 60 

Switzerland— Bank  notes— Recent  banks— Oldest  banks— Federal  law  on  issue  and  redemption 
of  bank  notes — Bank  of  issues  must  have  government  authority— Amount  of  issue  regulated  by 
the  Federal  Assembly— Metallic  reserve  -  Circulation— Redemption  of  notes— The  Confederation 
hereafter  to  take  charge  of  note  issue— State  bank  decided  upon,  1894— Plan  of  the  bank— Incor- 
poration of  present  banks  as  branches — Obligatory  acceptance  of  bank  notes  not  decreed  by  Con- 
federation except  in  case  of  war —Estimated  stock  of  money  in  Switzerland 60' 

Greece— Bank  notes— Forced  currency— Metallic  reserves  merely  nominal— Irredeemable  paper 
money  rules— Amount  of  bank  notes— Government  notes— Gold  at  a  premium— Estimated  stock 
of  money 61 

SPAIN 61 

Monetary  system  that  of  Latin  Union,  with  gold  25-peseta  piece  added— Gold  coinage  free- 
Delay  in  getting  coins— Silver  coinage  only  on  account  of  state— Ratio  15.J-  to  1— Legal  tender 
coins— Bank  notes— Bank  of  Spain— State  no  share  in,  but  may  require  advances— Metallic  re- 
serve of  25  per  cent. -Its  notes  legal  tender— $185,000,000  outstanding— Premium  on  gold- 
Estimated  stock  of  money  in  Spain. 

SCANDINAVIAN  UNION  (8weden,  Norway  and  Denmark) 61i 

Monetary  union— Convention  1873-1875— Gold  standard— Gold  and  silver  coins— Coinage  of 
gold  unlimited— Silver  coined  on  account  of  State  only— Limited  legal  tender— Exchange  of  frac- 
tional coins  for  gold  at  the  public  treasuries. 


TABLE    OF    CONTENTS.  iii 

PAGB 

Sweden— State  bank  of  issue—  Banks  of  issue  may  be  established  by  joint  stock  companies — Char- 
ters—Liability of  shareholders  unlimited — Right  to  issue  notes- Capital  cf  Bank  of  Sweden — 
Legal  currency  guaranteed  by  the  Constitution— Circulation  limited — Private  bank  notes  not  legal 
tender — The  limit  of  their  issue  elastic— Statement  of  notes  issued — Uncovered  notes  of  both 
banks 62 

Norway- Bank  notes— Central  bank  of  issue— Bank  of  Norway,  founded  in  1814— Capital  and 
organization— Circulation  limited— Notes  legal  tender— Reserve— One-third  placed  with  foreign 
correspondents 62 

Denmark- Banknotes— National  bank,  founded  in  1318 — Only  bank  of  issue— Capital— Note  issue 
over  metallic  reserve  limited — Aggregate  circulation— Estimated  stock  of  money  in  Scandinavian 
Union 62 

THE   NETHERLANDS 68 

Adopts  double  standard,  1816— Silver  standard,  1847— Double  standard,  1875— Monetary  unit- 
Gold  and  silver  coins — Only  standard  gold  and  silver  coins  are  unlimited  le^al  tender — Coinage 
of  silver  suspended  in  1877— Colonial  monetary  system  the  same— Bank  notes— Bank  of  Nether- 
lands—Chartered in  1814 — Renewed  three  times— Terminates  1914 — Not  a  State  bank — Monopoly 
of  issue— Surveillance  over  Bank  by  Government— Note  issue  not  absolutely  fixed— Security  of — 
Metallic  reserve,  40  per  cent.—  $80,000,000  of  notes  in  circulation— Government  notes— $3,000,000  in 
circulation— Estimated  stock  of  money  in  the  Netherlands. 

RUSSIA 68 

Fundamental  monetary  law  1885— Unit  the  silver  rouble —Coinage  ratio,  15J— Gold  coins — 
Coinage  of  gold  unlimited— Mint  Charges— Silver— Coined  only  for  State  account— Bank  notes- 
National  Bank  of  Russia,  a  Stale  bank,  capital  and  reserve  fund  furnished  by  Government— State 
cannot  touch  these— State  shares  profits— Paper  money  of  Russia  issued  by  Bank— Denominations 
of  credit  roubles— Amount  of  notes  depend  on  exigencies  of  the  Government^Estimated  stock  of 
money  in  Russia. 

JPORTUGAL 64 

Monetary  system  established,  1854— Gold  monometallic— Unit— Gold  coins,  weight,  fineness 
and  Viilue  in  U.  S.  gold  coin— Silver  coins — Bank  notes — Bank  of  Portugal  and  several  others  to 
issue  notes— Not  legal  tender,  except  to  public  treasuries— Bank  notes  to  represent  gold  ex- 
clusively and  be  paid  in  that  metal— Estimated  stock  of  money  in  Portugal. 

TURKEY 65 

Monetary  system— Gold  coins— Mint  charges— Silver— Coins— Weight  of  coins— Ratio  of  coin- 
age lowered — Coinage  of  silver  suspended — Bank  notes — Imperial  Ottoman  Bank  sole  bank  of 
issue— Notes  payable  in  gold— Reserve  generally  greater  than  circulation— Estimated  stock  of 
money  in  Turkey. 

ROl'MANIA  65 

Latin  Union  system  introduced — Double  standard  abrogated— Single  gold  standard  1890 — 
Bank  notes— National  Bank  of  Roumania— Notes  issued  by  law  of  1890—40  per  cent,  metallic  re- 
serve. 

SERVIA 65 

Monetary  system  like  that  of  Latin  Union— Coins— Silver  limited  legal  tender— Country  gold 
monometallic— Bank  of  Issue — National  Bank  of  Servia — Location  and  branch — Issue  three  times 
metallic  reserve— Circulation  -Metallic  reserve. 

PERSIA 65 

Monetary  unit  the  silver  kran— Coins— Gold— Unit— Circulates  only  as  a  commodity— Value  of 
the  toman  in  United  States  gold  coin— Bank  notes— Imperial  bank— Head  offices  at  Teheran- 
Branches— Incorporated  under  an  English  charter— Note  issues  limited  to  $4,000,000— Coin  reserve 
at  first  50  per  cent. -Reduced  to  33%. 

CHINA 65 

Silver  standard  country— Actual  currency  is  cash— Varieties  of  cash— Depreciation  of,  measured 
in  taels— Silver  by  weight,  medium  of  exchange  in  large  transactions— Assay  of  coins— Denom- 
inations used  in  indicating  weight  of  silver— Variations  in  different  parts  of  China— Banks  numer- 
ous—Capital small  and  not  under  Government  control— Circulation  limited  to  immediate  vicinity. 

JAPAN 66 

Currency  before  and  after  admission  of  foreigners— Silver  and  gold— Early  ratio,  1  to  4— Ratio 
soon  changed— The  legal  money— Basis  of  new  monetary  system  1871  the  Mexican  dollar— Double 
standard  established— Gold  rated  too  high —Change  in  coinage,  1872 — Actual  Japanese  standard  now 
silver — Attempt  to  drive  out  the  Mexican  dollar — Japanese  trade  dollar  discontinued — The  silver 
yen  made  legal  tender— Drives  out  the  Mexican  dollar— Japan  established  as  a  silver  country  by  a 
silver  loan— Government  and  bank  notes— Gold  and  silver  reserve— Bank  notes  outstanding. 

MEXICO 66 

Single  silver  standard— Provisions  of  the  monetary  system— Mints  open  to  all  for  coinage  of 
gold  or  silver — Charges — Government  dues  payable  in  any  legal  coin — Circulation  of  Mexican  sil- 
ver dollar— Denominations,  fineness  and  weight  of  gold  and  silver  coins. 

•CENTRAL  AMERICAN  STATES 67 

Accounts  in  Costa  Rica,  Guatemala,  Honduras,  Nicaragua  and  Salvador  kept  in  silver  dollars- 
Circulation  silver  supplanted  by  paper— Guatemala  circulation  of  bank  notes,  %  uncovered— Costa 
Rica— Circulation— At  par  with  fractional  silver— Honduras— One  bank— May  issue  notes  which  are 
legal  tender. 

SOUTH  AMERICAN  STATES 67 

Chile-Legally  double  standard— Gold  all  exported -Really  on  silver  basis— Real  medium  de- 
preciated paper— Monetary  unit— Coinage  restricted  to  account  of  State— Free  coinage  of  gold  au- 
thorized—Actual circulation  paper  currency  and  bank  notes— Nominal  value  guaranteed  to  the  ex- 
tent of  50  per  cent.— Gold  at  a  premium  of  2^0  percent  in  1893— Paper  currency  to  be  redeemed  in  gold 
July  1.  1896— Cease  to  be  legal  tender  after  January  1,  1897-Banks  consolidated  into  Bank  of  Chile 
—Similar  to  Bank  of  England— Argentine  Republic— Attempt  to  establish  a  coinage  system,  1875  — 
Attempted  in  1881  with  more  success— Gold  coins  full  legal  tender— Coinage  and  use  of  s*lver  re- 
stricted—Actual currency  depreciated  paper— Amount  in  circulation— Bolivia— Silver  standard- 
Bank  of  Bolivia— Circulation— Reserve— Brazil— Gold  standard  1849— Gold  coins,  weight  of —Silver 
legal  tender  limited— Present  money  inconvertible  paper— Specie  payments  suspended,  1864— His- 
tory of  paper,  issues— Banks  of  issue— Banco  do  Brazil— Banco  da  Republica— These  two  united  as 
Banco  da  Republica  do  Brazil— Ultimate  liability  with  the  Government— Columbia— Uruguay— Ven- 
ezuela—Banks  of  issue  private. 

SITUATION  PRINCIPAL,  BANKS  OP  ISSUE 68 

APPROXIMATE  STOCKS  OP  MONEY  IN  PRINCIPAL.  COUNTRIES 69 


iv  TABLE    OF    CONTENTS. 

PAGE1 

GOLD  PAR  EQUIVALENTS 70 

WEIGHTS  OF  GOLD  AND  SILVER  COINS 71 

GOLD  AND  SILVER  RATIOS  AND  PRICES 72 

THE  PEOPLE'S  MONEY. 

INDUSTRY,    COMMERCE,    FINANCE    AND    THE    PEOPLE 74 

An  industrial  age — Activity  in  the  United  States — Division  of  labor  makes  employment  for 
thousands — Exchange  of  products  accomplished  by  money  and  credit — Money  from  a  commercial 
point  of  view — Definition  of  commerce  and  finance— Value  the  only  quality  common  to  all  the 
objects  dealt  in  by  commerce  and  finance  respectively  -Price  the  connecting  link  between 
commerce  and  finance — Two  forces  in  ceaseless  operation,  demand  and  supply— Commercial  and 
financial  demands  -Money  becomes  of  great  consequence  because  a  gauge  of  prices — We  work  for 
the  dollar's  worth  and  not  the  dollar  itself— The  right  of  every  individual  worker  to  be  paid  in  an 
honest  money — i  ongress  alone  has  the  right  to  regulate  the  value  of  money  in  this  country— The 
victims  of  a  depressed  currency — Reason  and  history  prove  a  money  liable  to  depreciate,  bad 
money  for  the  people  at  large. 

CASH  AND  CREDIT  75 

Definitions  of  cash  and  credit— Tendency  to  make  settlements  in  credit  paper— The  poorer 
classes  handle  more  actual  money  than  the  richer  classes  — Banking — Cash  and  credit  transactions  in 
banking— Greater  number  of  creditors  than  debtors— Wealth  of  creditors  in  a  commuity  generally 
less  than  that  of  all  the  debtors — Example  of  tradesman  and  wage  earners— Depositors  in  banks 
are  creditors — Wealth  the  basis  of  credit — An  error  as  to  which  are  debtor  and  which  are  creditor 
classes — Conclusions  in  regard  to  cash  and  credit — The  farmers  a  great  creditor  class — Money  laws 
of  vital  interest  to  them. 

MONEY 7ft 

What  is  money,  a  puzzling  question— Simplified  by  inverting  the  question— What  is  the  func- 
tion or  office  of  money— A  medium  of  exchange — A  measure  ot  value — Values  sometimes  estimated 
and  expressed  in  money  terms  when  no  money  is  present — This  misunderstood — Money  performs  its 
functions  of  measuring  values  chiefly  through  the  medium  of  computation— Power  of  money  due  to 
confidence  of  people  among  whom  it  circulates— The  power  of  Government  to  prescribe  a  currency 
is  absolutely  limited  by  the  acquiescence  of  the  people— Where  not  prescribed  by  law,  the  force  of 
money  depends  upon  conventional  recognition— Another  function  of  money,  that  of  a  legal  tender 
in  payment  for  debt— Debt— Taxation— Debt  defined  and  enforced  by  law— Taxes  levied  and  re- 
quired to  be  paid  by  law— Necessary  to  define  the  medium  of  payment  by  law— A  legnl  tender  cur- 
rency exists  by  force  of  law— Definition  of  money— Money  commands  services  as  well  as  things- 
Industrial  need  of  money  augmented  by  the  pressure  of  taxation  and  the  increase  of  interest — 
Necessary  to  have  things  in  order  to  get  money,  and  vice  versa. 

NATURAL  BASIS  OP  MONEY 78 

Money  has  become  more  definite  in  form  and  each  form  more  precise  and  constant  in  value 
—Diversity  of  money  substances— Money  the  outcome  of  the  idea  that  a  medium  of  exchange  was 
needed— Money  at  first  a"  makeweight  "  in  bartering  and  trading— From  part  representative 
became  a  representative  of  the  whole— Increase  of  commerce  afforded  opportunities  for  the  use  of 
money. 

INDUSTRIAL  BASIS   OP    MONEY 78 

Without  money  trade  could  not  have  expanded— Money  as  a  medium  of  exchange  and  a 
measure  of  value — Definition  of  value— The  evolution  of  price — Prices  always  expressed  in  money 
— Trade  depends  largely  upon  measuring  values  in  order  to  compare  them — Definition  of  measure. 

LAW    AS   A   BASIS   OP    MONEY r,9 

Money  evolved  by  the  needs  and  general  consensus  of  a  people— Afterwa-d  modified  by  laws- 
Duty  of  modern  government  to  select  material,  prescribe  form  and  fix  value  of  money— Money 
which  suffices  for  barbarous  nations  would  not  do  for  civilize  1  ones— Necessary  that  taxes  and 
debts  be  paid  in  some  prescribed  medium— Government's  more  convenient  than  that  issued  by 
individuals— Money,  in  order  to  command  confidence,  must  be  vouched  for  by  an  authority  known 
and  respected— The  framers  of  the  Constitution  vested  the  power  in  Congress— No  State  shall  coin 
money,  etc. — People  should  know  what  limitations  are  imposed  upon  the  exercise  of  the  power  by 
Congress— If  power  exercised  is  contrary  to  natural  laws,  disaster  is  the  result— Limitation  of  the 
Government  function  in  regard  to  money— Money  affected  by  public  sentiment. 

CONFIDENCE    AS   A   BASIS   OP    MONEY   80 

Public  confidence  can  make  anything  pass  as  money — Law  cannot  make  money  circulate 
unless  the  money  itself  enjoys  the  confidence  of  the  people— This  confidence  dependent  upon 
the  manner  in  whici  the  Government  regulates  its  prerogative— Public  confidence  may  be 
prolonged  by  the  force  of  the  Government  credit  Public  trust  includes  three  distinct  beliefs- 
Convertibility  into  other  forms  of  money— Kinds  of  money  issued  in  the  United  States 
during   last   12   years  —  Sketch   of  Government   policy  during  that   time  —  Confidence   of    the 

Eeople  in  the  Government  —  Resumption  Act  of  January  14,  1875.  did  not  raise  green- 
acks  to  par  —  Obligations  of  the  Government  but  little  understood  by  the  people  —  All 
contracts  can  be  broken  by  the  people  through  representatives  in  Congress— Resumption 
of  specie  payments,  1,^79— Natural  laws  of  money  compel  every  commercial  people  to 
su-tain  the  national  credit  —  Repudiation  a  costly  experiment  —  Effect  of  discrediting  the 
Government  of  the  United  States — Effect  upon  currency — Total  amount  of  silver  and  paper 
held  up  to  a  parity  with  gold  by  the  credit  of  the  Government,  and  National  bank  notes  and  green- 
backs dependent  upon  credit— Silver  dollars  and  certificates  derive  y2  their  value  from  credit — 
Effect  of  impairment  of  credit— Alternative  standards— Differ  in  value— Dare  the  Government 
encounter  toe  consequences  of  a  silver  standard — The  result  of  such  a  policy. 
DEPINITENESS  AND  STABILITY  OP  VALUE    THE    ESSENTIAL    QUALITIES 

OP   MOXEY 82 

Quality  money  must  possess  in  order  to  meet  demands  made  upon  it — Definit-ncss  and  stabil- 
ity of  value — Necessity  of  a  unit  of  value — A  common  unit  necessary  for  the  carrying  on  of  trade — 
Contracts  for  future  payment  would  not  be  entered  into  if  money  not  stable— Existence  of 
credit  depended  upon  the  certainty  of  the  monetary  unit— Stability  of  purchasing  power- 
Money  may  vary  in  value — Variations  expressed  by  price,  how  caused — G  od  money — How  is 
stability  of  value  obtained— Practical  test  of  stability  of  money  is   general  stability  in  prices. 

THE  MONETARY  UNIT 83. 

Two  kinds  of  money  cannot  circulate  side  by  side  when  differing  in  purchasing  power — A 
difference  leads  to  hoarding  the  more  valuable  metal— As  a  result  prices  rise— Gresham's  law- 
Its  effects— Bankers  generally  the  first  to  notice  the  tendency  in    a  money  to  depreciate— Justi- 


TABLE    OF    CONTENTS. 


PAGK 

fication  of  bimetallism— Necessary  under  bimetallism  to  have  harmony  of  value— This  only  ac- 
complished by  the  establishment  of  a  monetary  unit — Denominational  and  monetary  units — 
Monetary  and  denominational  units  in  the  moneiary  history  of  the  United  States — Establish- 
ment of  the  dollar  of  account,  1792— Depreciated  money  in  Civil  War— Resumption  of  specie 
Sayments— Our  four  kinds  of  money  held  at  par  only  by  making  each  representative  of  gold — 
'he  Government  by  no  means  free  to  select  either  of  the  two  coinages  as  a  standard — Gresham's 
law— The  monetary  unit  once  established  becomes  the  standard  for  measuring  all  values  expressed 
in  money— The  progress  toward  simplification  and  method  in  money— The  duty  of  the  Govern- 
ment to  provide  a  monetary  unit  and  to  provide  against  its  being  changed  except  by  consti- 
tutional amendment— The  value  rule  should  bear  a  definite,  known  and  unchangeable  relation 
to  the  value  rules  in  use  among  the  people  with  whom  the  nation  trades— Identity  of  metal 
alone  assures  identity  of  intrinsic  value  in  equal  weights. 

LEGAL  TENDER 88 

Definition  of  the  term— Object  of  a  legal-tender  act— Legal-tender  money  must  be  preserved  at 
constant  value— If  not,  the  object  of  the  law  is  defeated— Legal-tender  laws  control  the  execution 
of  contracts— Fixed  value  in  the  medium  of  payment  underlies  all  taxation— Not  the  dollar  but  the 
dollar's  worth  is  the  power  of  industry— Governments  bound  to  preserve  the  value  of  legal-tender 
money— Value  the  essence  of  the  matter— Equality  of  value  alone  will  content  the  avidity  of  justice 
for  what  is  right. 

THE  MATERIAL  AND  FORM  OP   MONEY 86 

What  principle  should  govern  the  coinage  of  metals  and  the  creation  of  paper  currency — Differ- 
ence between  two  kinds  of  money  -Coin,  intrinsic  value— Paper  money's  force  depends  upon  law — 
Beyond  the  limit  of  confidence  paper  money  has  no  power  of  circulation— The  value  of  coins  not 
dependent  upon  what  is  stamped  upon  them— Paper  money  is  created  by  statute— Life  of  paper 
currency  depends  upon  the  continuous  sustaining  power  of  the  law— The  evils  of  a  depreciated 
currency — How  a  government  can  secure  itself  against  a  depreciated  currency — No  reason  why  the 
United  States  should  not  provide  a  system  of  banks  of  issue— The  relation  of  the  value  of  labor  to 
the  material  of  money— Early  times  services  requited  by  protection— Money  now  indispensable  to 
the  daily  lives  of  people— The  material  of  money  kept*pace  with  the  rise  in  price  of  labor— The 
world  in  this  way  outgrows  the  inferior  metals — Silver  and  gold  the  best  money  metals — The  world 
not  bound  to  either  if  a  more  convenient  medium  is  found — History  of  paper  money — The  phi- 
losophy of  paper  money — The  necessity  of  a  metal  base — Paper  money  should  be  good  at  all  times 
— This  possible  only  when  legislators  understand  the  difference  between  good  and  Dad  money. 

PAPER  MONEY 88 

Necessary  that  money  merit  and  obtain  universal  confidence— Insistence  of  many  economists 
—Objections  to  an  exclusively  metallic  circulation— Inert  capital  and  interest— To  secure  profit 
from  money  one  must  part  with  it— The  policy  of  business  men— The  burden  of  idle  money— How 
can  the  burden  be  lightened— The  burden  of  paper  money  offset  by  the  profit  upon  its  issue— Ex- 
amples of  bank  of  issue — Saving  to  the  community  by  the  use  of  paper  money — Savings  on 
Government  and  bank  issues  of  paper  money — Early  use  of  bank  notes — Their  circulation  rests 
upon  the  credit  enjoyed  by  the  issuer — Paper  money  of  two  kinds,  bank  and  Government  issues — 
Convertible  and  inconvertible  paper  money— Three  conditions  necessary  to  the  conversion  of  paper 
money— Inconvertible  money  may  exist  at  par  with  metallic  money— Conditions  of  existence— In- 
convertible and  convertible  money  depreciate  when  public  confidence  is  shaken. 

TREASURY  NOTE,  OR  DUE-BILL  CIRCULATION 89 

Confusion  of  legal-tender  terms— The  right  of  taxation— The  principles  of  circulation  of  an 
irredeemable  due-bill  currency— Taxation  to  keep  pace  with  expenditure,  stability  of  the  Govern- 
ment— The  due-bill  system  a  method  of  borrowing  by  the  Government  from  the  people — Repre- 
sents the  extreme  of  arbitrary  exaction  by  the  Government — Binds  a  people  to  a  scale  of  taxation 
commensurate  with  the  volume  of  the  paper  issues — A  due  bill  may  or  may  not  be  made  a 
legal  tender  for  debt — Case  of  greenbacks  in  the  United  States,  1862. 

BANK-NOTE  CIRCULATION 90 

Bills  of  exchange— Checks  on  banks  of  deposit  recent  development  of  bills  of  exchange- 
Certified  checks— Different  from  bank  notes,  but  would  serve  all  the  purposes  of  bank  notes— 
The  economy  of  paper  over  netallic  money — Increase  of  bank-note  issues  tends  to  reduce 
rate  of  interest — No  gain  to  the  people  from  the  greenback  currency — Rate  of  interest  during 
period  of  note  issues  by  State  banks — History  of  the  bank  of  Stockholm  a  striking  proof  of 
reduction  in  rate  of  interest  by  bank  issues  of  currency— Gain  to  the  people  of  Sweden— People 
would  have  been  injured  if  bank  of  issues  prohibited  as  in  United  States  since  1862— National 
bank  notes  a  Government  currency— Profits  of  national  banks  not  equal  to  those  of  bank  issues — 
Risks  taken  during  war  commensurate  with  any  profits  made  at  the  time— National  Back 
currency  merely  cheapened  loans— Under  present  system  notes  derive  their  existence  and  value 
from  deposited  bonds— Banks  whose  names  appear  on  national  bank  notes  gain  nothing  by 
their  prolonged  circulation— Bank  notes  proper  have  no  vitality  until  issued,  cease  to  have  a 
money  force  when  returned  to  the  bank  of  issue— True  banks  of  issue  have  an  interest  in 
putting  out  as  large  a  circulation  as  possible— Tends  to  cheapen  loans— Greater  incentive  to  bank 
of  issue  to  lend— Elasticity  of  circulation  of  banks  of  issue— Obligations  of  a  bank  of  issue- 
Use  of  mouey  by  agricultural  communities— Banks  of  issue  in  agricultural  communities— Expense 
of  the  present  system— The  benefits  of  well-managed  banks  of  issue— Necessity  of  some 
metallic  currency — Identity  of  value  between  bank-not**  dollar  and  monetary  unit — System  in 
Scotland— Evidences  of  prosperity  seen  in  our  history  brought  about  by  banks  of  issue — 
Legitimate  investment  of  a  bank's  funds — Violation  by  national  banks — Capital  invested  in  bonds — 
Reduction  of  available  circulation  of  banks  by  the  national  system— Practical  inconvertibility 
of  national  bank  notes — Liability  of  depreciation  of  Government  and  bank  currencies— Govern- 
ment notes  issued  to  creditors—Bank  notes  issued  to  debtors— Government  subject  to  political 
influences. 

THE  BALANCE  OP  TRADE   04 

Balances  in  banking— The  Clearing  House— Money  only  needed  to  settle  final  balances,  pay 
wages  and  to  carry  on  retail  trade — Rates  of  exchange — Money  comes  in  at  the  end  to  settle  the 
balances — Precious  metals  in  international  trade  pass  by  weight  only—  Wtat  good  money  is — 
Bankable  funds— No  commercial  community  free  to  set  up  a  local  money  of  its  own. 

THE  VOLUME  OP  MONEY 95 

The  per-capita  requirement— Table  bank  credit,  per-capita  circulation — No  uniform  proportion 
of  currency  to  population  exists— Shows  that  Government  should  refrain  from  any  attempt  to 
increase  or  diminish  the  supply  of  money  by  legislative  enactment— The  volume  of  currency 
should  increase  with  increased  wealth— All  the  money  of  a  country  never  in  circulation  at  one 
time— Increased  effectiveness  of  money  by  repetition  of  employment— Legislation  guided  by  per- 
capita  theory  sure  to  be  misguided— The  supply  of  currency  in  a  community  depends  upon  the 
desire  and  ability  of  individuals  to  obtain  the  amount  wanted— Scarcity  of  money— A  community 


vl  TABLE    OF    CONTENTS. 


PAGE 


does  not  retain  a  larger  circulation  than  it  needs— Tendency  to  establish  an  equilibrium— No 
amount  of  money  issued  by  the  Government  can  arrest  periods  of  scarcity— Periods  of  stringency 
less  liable  to  occur  where  area  and  population  under  one  monetary  system  are  enlarged— 
Per-capita  theory  affords  grounds  for  an  increased  supply  of  money— The  dearness  or  cheapness 
of  money  dependent  upon  the  relation  between  the  supply  of  loanable  funds  and  the  demand  for 
the  use  of  such  funds— Influence  of  the  state  of  trade  upon  loans— Results  of  unwise  and  ill-con- 
sidered augmentations  in  the  volume  of  currency— The  quantity  of  money  in  circulation  should  be 
determined  by  the  demand  for  it— Rapidity  and  smoothness  of  circulation  needed. 

VALUE 90 

Definition  of  value— Utility  defined— Value  rises  with  the  resistance  of  appropriation— Desires 
measured  by  money  or  human  exertion— Value  as  an  attribute  only— Value  rises  according  to 
demand  and  supply — Value  in  exchange — Money  as  value  in  action — Commerce  deals  in  commod- 
ities ;  finance  deals  in  values — Commerce  a  complicated  system  of  barter — Relation  of  finance 
and  commerce— The  principles  of  barter  must  apply  to  all  commercial  and  financial  operations. 

THE  STA  XDARD  OP  VALUE 100 

Questions  as  to  what  is  the  standard  of  value— The  need  of  a  standard  of  value— The  necessity  for 
a  world-wide  standard  of  value — Money  standards  of  value  must  correspond  with  the  standard  fixed 
by  law— Nations  trading  together  must  have  a  standard  of  value  common  to  all — Requirements  of 
commerce — London  the  center  of  finance— Necessary  to  conform  to  the  standard  of  value  in  use 
there— What  is  the  true  scientific  standard  of  value— Human  labor  not,  because  not  a  constant 
force— The  foundation  of  Adam  Smith's  work— Division  of  labor— A  standard  of  value  must  be 
capable  of  subdivision  without  loss  of  value— Gold  and  silver  best  fitted  to  be  standards  of  value 
—Why  does  LondoD  insist  on  gold  ? 

THE  GOLD  STANDARD ....  10J 

Gold  standard  brought  into  use  by  influence  of  commercial  forces— A  natural  outcome  of 
present  conditions— Progress  of  money  material  from  less  valuable  to  more  valuable  substances- 
Principles  of  the  gold  standard — The  value  of  human  labor  not  reduced — Transition  from  silver  to 
gold  standard— Industry  now  co-exiensive»with  civilization— Commerce  universal— Large  balances 
to  be  paid— Gold  fills  the  conditions  better— Natural  law  alone  has  made  gold  the  prime  stand- 
ard of  value — Advance  of  commerce — Silver  standard  in  different  countries — Commerce  brought 
all  nations  into  one  monetary  community — Standard  in  England,  United  States  and  Germany — Gain 
under  the  gold  standard  in  the  United  States— Gold  mono-metallism  the  unavoidable  destiny  of  this 
country— Bimetallism  a  snare  and  a  delusion. 


A  FINANCIAL,  CATECHISM. 

MONEY  AND  ITS  MATERIALS 105 

What  is  money— Main  classes  of  money — Examples — The  use  of  gold  and  silver  as  money- 
Indications  of  money  metals — The  idea  of  gold  for  the  rich— Confusion  of  quantity  with  value- 
Is  gold  giving  out— Production  of  gold— The  movement  of  gold— Is  gold  too  valuable  for  money- 
England's  position. 

FIAT  MONEY  AND  LEGAL  TENDER JOT 

Paper  representatives' for  money — Fiat  money — Why  fiat  money  is  not  successful — Experience 
against  the  use  of  fiat  money— Congress  cannot  regulate  human  desires — The  workings  of  fiat 
money— Legal  tender  acts— Not  necessary  for  gold  money— Example  of  Russian  Government- 
Introducers  of  cheap  money— Earliest  example— A  modern  instance— Government  promises— Con- 
fidence as  a  factor  in  their  circulation— What  happened  in  1893. 

VOLUME  OF  MONEY  AND  PRICES 108 

The  act  of  1873— Trade  dollars— Trade  dollars  not  legal  tenders— Increase  in  the  use  of  silver 
—Amount  coined  since  1873— Demonetization  of  silver  in  Germany— Business  and  the  volume  of 
currency—"  Money  of  ultimate  redemption  "—Amount  of  money  in  country,  1873,  1894— Money  in 
Prance,  Germany  and  England— Per-capita  circulation  of  European  nations— Money  and  human 
happiness— No  advantage  in  a  cheap  dollar— The  ideal  dollar— Effect  of  gold  and  silver  standards 
—Prices  and  silver— Manufacturers  and  silver— Bimetallism. 

BIMETALLISM  IN  HISTORY HI 

Free  coinage— When  is  coinage  not  free— Free  coinage  means  bullion  value— Only  hope  of 
mine  owners  to  drive  gold  out— What  is  bimetallism— Alexander  Hamilton's  investigation  of  ratios 
—Thomas  Jefferson's  position— The  silver  dollar  not  the  sole  monetary  unit,  1792-1873— The  mone- 
tary unit— Hamilton  on  the  unit— Change  in  the  weight  of  the  gold  dollar,  1834— The  gold  dollar  of 
1849— Evidence  that  the  standard  is  not  identical  with  material  of  the  one-dollar  piece— The 
market  ratio— Gold  driven  out  prior  to  1834— Reports  to  Congress  on  the  coinage  of  the  two  metals 
— The  dollars  of  the  Fathers— Coinage  of  silver  by  theU.  S.— Difficulty  of  keeping  gold  and  silver 
in  circulation  in  India— Bimetallism  in  France— The  Latin  Union— Notable  to  maintain  the  parity 
of  gold  and  silver— England  and  bimetallism— Ernest  Seyd  and  the  Bill  of  1873— Debate  in  the 
House— Remarks  of  Kelley,  Hooper  and  Stoughton — Gold  the  standard  since  1834 — Changes  in 
standards— The  quantitative  theory  of  money— John  Stuart  Mill's  position. 

BANKS  AND    DEBTS 115 

Credit— Loans  and  discounts  of  national  banks— Can  banks  "corner"  money— Banks  debtors 
for  deposits— Why  banks  do  not  favor  cheap  money— Meaning  of  cheap  and  dear  money— Credit 
used  to  supplement  capital— Money  of  itself  yields  no  return— Bankers  and  deposits — Panics — 
Influence  of  Wall  Street— Stock  Exchange  reflects  the  state  of  business— Importance  of  con- 
fidence and  security  to  debtors— Rates  on  money— The  gold  standard  not  raising  the  rate  of 
interest— Showing  of  the  census  tables— Capital  and  interest— Debtors  and  obligations— Who 
are  debtors  and  who  creditors — Obligations  of  commercial  and  banking  institutions — Creditors 
injured  by  reducing  the  dollar— Farmers  and  mortgages— Bonds  and  mortgages. 

DECLINE  OF  PRICES U7 

Decline  of  prices  since  1873— Effect  on  I  mortgage  indebtedness— Fall  in  prices  not  uniform- 
Not  due  to  the  purchasing  power  of  money— Senate  Finance  Committee  Report— Changes  in 
prices— Percentage  of  fall— Causes  of  lower  prices— Increase  in  production— Competition  from 
silver  using  countries  not  severe— Why  has  silver  declined— Production  has  increased  rapidly — 
Cost  of  producing  silver  has  declined— Increase  in  manufacturing— Indications  of  prosperity — 
Particulars  of  the  growth  of  the  country  since  1873— Farm  values— The  cause  of  prosperity 
checked  in  1893— The  silver  legislation— Panic  of  1893— Effect  of  silver  legislation  on  foreign 
trade— Export  cf  gold— Silver  monometallism  masquerading  under  the  guise  of  bimetallism. 

NATIONAL  POLICY 120 

Not  to  our  interest  to  impair  the  credit  of  the  country — Options — Trade  balances  with  gold 
and  silver  countries— Effect  on  Europe  of   the   diver  policy  of  the  U.   S.— International  Bi- 


TABLE     OF    CONTENTS.  vii 


PAQK 

metallism— The  U.   8.  the    only  country  where  people  want  to  reduce  gold  money  to  silver 
money— Inducement  held  out  by  silver  men. 


COIN'S  FINANCIAL.  FOOL,. 

INTRODUCTION 128 

"  Coin  "  an  absurdity— Science  of  Finance  does  not  come  by  nature  —Necessity  of  study- 
Pictorial  illustrations— Object  of  Coin's  Financial  School— Virtual  outcome  a  single  standard  of 
silver. 

COIN'S  FIRST  FALSEHOOD 123 

Statements  as  to  the  money  of  the  Roman  Empire— Falsity  of  statement— Reasons— Wages  at 
the  Christian  era— Difference  in  money  now  and  1 145— Original  penny— Clipping  of  coin— As  to 
the  price  of  wheat— Attempt  of  Coin  to  attribute  th^  low  pries  of  wheat  to  the  shortage  of 
money— The  reasoning  applied  to  other  cases— Section  from  report  of  U.  S.  Monetary  Commis- 
sion, 1876— Misquoted  by  Coin. 

OUR  FIRST  SILVER  DOLLAR 124 

The  silver  dollar  not  the  monetary  unit,  1792-1873— Silver  dollar  the  monetary  unit  of  Congress 
of  the  Confederation,  1785 — The  meaning  of  the  word  "unit"— The  law  of  1792— Coin's  deduction 
aud  error — Congress  adopted  two  things  as  money — The  meaning  of  "  unit"  in  the  law— Confusion 
from  two  uses  of  the  word — Reason  for  Jefferson's  order  to  stop  coining  silver  dollars. 

ANOTHER  FORGERY 125 

The  Act  of  1843 — Circulation  of  silver  coins  due  to  their  lfgal  tende  •  quality  Shown  to  be 
untrue— The  full  law  as  passed  by  <  oneress— Only  two  foreign  silver  coins  legal  tender,  the  Spanish 
dollar  and  the  5-franc  piece— Reason  for  their  being  made'  legal  tender— Coin's  contention  that 
coins  circulate  by  reason  of  their  legal  tender  quality — Quotations  on  coins  more  than  legal  tender 
value— Their  bullion  value  more  than  a  dollar— Scarcity  of  silver— Jefferson  and  Jackson's  recom- 
mendations -The  question  of  ratios— France's  alleged  reason  for  establishing  a  ratio— The  real 
reason  for  our  chauge  in  1834. 

A  FEW  NUGGETS   127 

The  clearness  of  Coin's  statements— The  poor  man's  money— Gold  the  money  of  the  rich- 
All  poor  men  ought  to  be  in  favor  of  silver— What  does  a  poor  man  want  money  for  ?— Poor  entitled 
to  the  same  standard  of  value  as  the  rich— Silver  as  a  human  being— Logic  of  silver's  treatment — 
Bimetallism,  1872— Coin's  pictures — No  M  metallism  "  whatever  in  1872. 

THE  CRIME  OF  1873  128 

Silver  not  demonetized  secretly — Mode  of  passing  bills — The  law  of  1873 — Discussion  in  Con- 
gress of  the  omission  of  the  silver  dollar  from  the  bill — Remarks  of  Messrs.  Hooper,  Stoughton, 
Potter  and  Kellev— The  proposed  dollar  of  384  grainsstricken  out  by  the  Senate — Introduction  of 
the  trade  dollar— The  U.  S.  on  the  gold  basis  in  practice  ever  since  1831— Dishonesty  of  the  present 
intention  to  change  the  character  of  the  dollar— Th^  qujstion  what  is  a  dollar. 

THE    DEBATE    WITH    LYMAN   J.    GAGE 130 

Coin's  answer  to  the  problem  of  varying  standards— The  mints  of  the  world  to  be  thrown  open 
in  order  to  create  an  unlimited  demand— Statements  in  regard  to  coinage  of  silver— Reference 
to  ratios — "  Variation  of  two  points  '  —A  difference  of  two  per  cent,  sufficient  to  expel  one  metal — 
Giffen's  statement — Mints  of  the  world  dwindle  to  those  of  two  nations — Letter  from  Mr.  Gage — 
Another  fib — Bland-Allison  act  does  not  discriminate  against  all  other  forms  of  money. 

COIN   ENLISTS    IN    THE    CVVALRY     . 132 

Coin's  explanation  of  a  \  unlimited  demand — Example  of  a  demand  for  hordes  bv  the  Govern- 
ment— Statement  of  the  silver  men,  1890 — Silver  would  advance — Price  of  Silver  per  ounce,  1890- 
1893 — Repeal  of  the  Purchase  Act — Supply  of  silver  increased  with  Government's  increased  purchase 
— Free  coinage,  however,  does  not  imply  purchases  by  the  Government— Bimetallism  impossible— 
The  demonetization  of  silver  did  not  destroy  a  dollar  of  redemption  money— Would  not  have 
redeemed  greenbacks  in  silver  when  at  a  premium— Mr.  Walsh  s  denial. 

COIN'S    SERIES    OF    EXPLOSIONS 134 

Coin's  philosophy  of  panics— The  argument  involved— The  crisis  of  1830— How  Professor  Laughlin 
got  left— Professor  Laughlin's  letter— Th3  lectures  that  never  took  pla?e— The  commercial  value 
of  silver  at  par  with  gold— Demonetization  of  3ilver- -Germany  first,  not  the  U.  S. 

COIN'S     LECTURE    OV    THE     GREENBACK     SYSTEM 138 

Objection  to  a  grejnback  system — When  is  a  government  not  able  to  enforce  legal  tender  quali- 
ties—Paper mone  — Indefiniteness  of  statements— Paper  money  and  war— Explanation  of  social 
conditions  during  suspension — People  not  all  on  the  same  footing — Professor  Sumner's  statement, 
wages  lo3t  while  earned— A  precocious  traitor— A  prophecy— Free  coinage  statesmanship. 

JUGGLING    WITH    PRICES 137 

Prices  of  wheat— The  purchasing  power  of  a  dollar— Examination  of  Coin's  statements  concerning 
price— Explanation  of  the  increase  or  decrease  of  value  per  bushel. 

THE    ENGLISH    OCTOPUS 138 

No  difference  to  England  what  kind  of  money  wa  have— What  we  owe  to  England  payable  in 
English  money— Prejudice  against  England— War  with  tli3  octopus— England  forcing  a  gold 
standard  upon  us— Bimetallic  committers— The  business  of  the  country— Gold  standard  in  England 
— Bimettllic  in  the  U.  S.— A  little  more  treason—  The  argument  that  we  need  more  money- 
Coin's  bimetallism— The  way  to  bring  gold  back  if  driven  out  by  free  coinage— Can legislate  the 
premium  out  of  gold— The  meaning  of  this  statement— ?oin"s  and  General  Walker's  positions. 

CONCLUSION 140 

Popularity  of  the  book  due  to  its  pictures— The  Columbus  forgery— Coin's  defense— Garbling  and 
forgery  with  intent  to  dteceive. 

THE  BULLION  REPORT. 

[Report  from  the  Select  Committee   on  the  high  price  of  Gold  Bullion,  1810.] 

The  object  of  the  Committee— Price  of  gold  bullion,  1806-10— Foreign  gold  higher  than  bar 
gold— Differences  in  price  between  bar  gold  and  coin — Prices  of  silver,  1800-10— Exchange  unfa- 
vorable to  England,  1808 — Exchange  cities — Gradual  improvement  in  exchanges— Exchange  at 
Paris,  Hamburg  and  Amsterdam— Opinion  of  the  Committee  as  to  cause  of  high  exchange— Expert 
testimony. 

ALLEGED  SCARCITY  OF  GOLD 14* 

High  price  of  gold  ascribed  by  witnesses  to  scarcity  arising  from  an  unusual  demand  fa  Eu- 
rope—Opinion of  the  Committee  that  demand  for  gold  is  not  the  cause  of  its  disappearance. 


Viii  TABLE    OF    CONTENTS. 


PAQJB 

Price  of  Gold  in  Continental  Markets 24$ 

Influence  of  demand  on  price  of  gold  —  Inference  of  Committee— Price  of  gold  in  Europe  and 
9  price  in  England  in  paper  currency— Expert  testimony— No  alteration  of  late  rn  mint  price  of 
gold  in  foreign  places— Foreign  gold  less  price  of  exchange— Testimony  of  Mr.  Abraham  Goldsmid 
—At  Hamburg  and  Amsterdam,  gold  not  risen  in  price  as  measured  in  silver— Permanent  rise  of 
gold  above  its  mintpr ice— Reasons  for  it. 

Price  of  Gold  in  England 14<f 

Supply  of  gold  on  the  continent  increased  by  England's  substitution  of  another  kind  of  cur- 
rency—No want  of  bullion  in  England  during  Seven  Years'  War  and  the  American  War— Lloyd's 
Lists  and  Wetteuhall's  Couise  of  Exchange— Steady  price  of  gold,  1773-179!)— Two  periods  wben 
gold  exceeded  the  mint  price— Doubt  as  to  the  scarcity  of  gold  in  England— Disappearance  of  guin- 
eas does  not  prove  a  scarcity  of  bullion— Plenty  of  gold  can  be  had  at  the  market  price— Exports 
and  imports  of  gold— England  the  Clearing  House  of  the  world— Kise  in  the  market  price  of  silver 
not  ascribed  to  scarcity— High  price  of  gold  not  due  to  scarcity— The  position  of  gold  in  England 
— The  price  of  gold,  under  normal  conditions  being  measured  and  expressed  in  gold,  cannot  be 
raised  or  lowered  by  an  increased  or  diminished  demand  for  it— The  real  price  of  gold— The  cause 
to  be  found  in  the  state  of  the  currency. 

Price  of  Bullion  Compared  with  Coin 145- 

Principles  which  govern  the  relative  prices  of  gold  in  bullion  and  gold  in  coin— Object  of  the 
King's  mint— Expense  of  coining  gold  bullion  into  coin— The  limit  of  the  possible  rise  of  coin 
above  bullion— Depression  of  coin  below  the  price  of  bullion— Diminution  of  coin  by  use— Precau- 
tions against  diminishing  weight— Difficulty  of  converting  coin  into  bullion— Causes  for  the  depres- 
sion of  the  value  of  gold  coin  in  exchange  for  commodities— Results  of  attempting  to  confine  coin 
to  the  country. 

Hamburg  Currency  Methods 145 

Fixed  standard  of  value  for  great  commercial  payments  at  Hamburg— Silver  the  standard- 
Method  of  making  payments — No  restrictions  on  bullion  or  coin  movements — Variations  in  stand- 
ards only  to  the  amount  of  change  in  price  of  bullion. 

Conditions  in  England  since  suspension  of  specie  payments 147^ 

Normal  limit  to  depression  in  gold  bullion— New  cause  of  variation  since  specie  suspension 
of  1799 — Question  as  to  measure  of  value— Desirable  to  bring  circulating  medium  to  gold  standard 
—Effect  of  worn  coin  on  gold  bullion— Mint  price— How  prices  increase— Effect  of  an  excessive 
quantity  of  circulating  medium. 

STATE  OF  FOREIGN  EXCHANGES 147 

Opinions  of  practical  men  in  regard  to  the  present  state  of  foreign  exchange— Mr.  Greffulhe's 
opinion— The  cause  of  the  present  exchange  entirely  commercial— Sir  Francis  Baring's— Restric- 
tion upon  trade  with  the  Continent — Present  state  due  to  paper  money  not  convertible  into  specie 
— Difficulty  of  communication  between  Continent  and  England— Restrictions  upon  commerce- 
Original  cause  in  consequence  of  the  measures  of  enemy— Non-recovery  due  to  suspension  of 
specie  payments  by  Bank  of  England— Other  causes— Bullion  the  true  regulator  both  of  the  value 
of  a  local  currency  and  the  rate  of  foreign  exchanges. 

Par  of  Exchange 14©' 

Opinions  received  vague  and  unsatisfactory— Par  of  exchange— Constant  fluctuation  in  ex- 
change between  gold  and  silver  standard  countries— Difference  between  real  and  computed  course 
of  exchange— Exchange  between  England  and  Holland  before  coinage  in  King  William's  time — 
Effect  of  currency  on  rate  of  exchange— State  of  exchange  between  two  countries  is  limited  by 
the  expense  of  conveying  and  insuring  the  precious  metals  from  one  country  to  the  other— Limit 
of  exchange— Increase  of  premium  and  insurance  by  war. 

Cost  of  Transporting  Gold 160 

Expense  of  transporting  gold  from  London  to  Hamburg— Increase  of  expen-e  by  war— Highest 
cost— Higher  rate  for  transportation  to  inland  towns  —Limit  of  exchanges— Exigencies  of  war  not 
sufficient  to  account  for  lo»v  rate  -Opinion  of  the  Committee. 

Imports  and  Exports  151 

Excess  of  imports  above  exports — Balance  of  trade— Little  confidence  in  deductions  from  the 
statistics  furnished — Reasons  for  this  opinion — Omissions  in  the  report — War  expenses  abroad — 
Value  of  imports  and  exports,  1805-180i) — Drafts  on  the  Government  for  foreign  expenditures — 
Supply  of  bills  and  the  price  of  exchange  -The  price  of  bills  regulated  in  a  degree  by  that  of 
English  commodities — Effect  of  balance  of  trade  on  bills — Reaction. 


Actual  State  of  Foreign  Ex  hange 15* 

Cost  of  real  exchange—  Wnen  exchange  is  at  real  par — Calculations  of  Mr.  Greffnhle  on  exchange — 
Questions   bearing  on   exchange   asked  by  the  Commission— Deductions  from  Mr.  Greffuble's 


EFFECT  OF  BANK.  OF  ENGL.AND  QJLTASI  L.EGAJL-TENDER    ISSUES  ON  GOLD 

EXPORTS  ANO  PAPEK.  DEPRECIATION 153 

Importance  of  watching  foreign  exchanges  and  the  market  price  of  gold— What  is  the  belief  of  the 
Directors  of  the  Bank  of  England. 

Practice  of  the  Bank 154 

Governor  of  the  Bank  of  England  of  the  opinion  that  the  paper  circulation  does  not  affect 
exchange— Notes  for  exporting  gold  not  discounted— Mr.  Pcarse's  testimony— Method  of  the  Bank 
in  issuing  notes— Amount  of  Bank  notes  does  not  operate  on  the  price  of  Bullion— Exchanges  not 
influenced  by  Bank  issues— The  Committee  s  opinion  as  to  the  influence  of  Bank-note  issues — 
Fluctuations  of  exchange  generally  referable  to  the  course  of  commerce— Fallen  exchange  not 
able  to  recover  itself —Effect  of  resumption  of  cash  payments  on  exchange— Exchanges  and  price 
of  bullion  affected  by  the  amount  of  a  paper  currency— Demonstration  of  the  principle  m  the 
history  of  modern  States. 

Earlier  Variations  in  Exchange 155. 

The  lack  of  confidence  in  bank  issues  —Excess  of  paper  money  and  l*ck  of  confidence  produce 
effects  more  rapidly  than  when  acting  separately— Examples  in  the  British  Colonies— Assisrnats  in 
France —Austrian  Government — Examples  of  excess  alone— Exchange  between  banks  of  England 
and  Scotland — Reasons  for  excessive  note  issues — Clipped  coin — New  coinage  of  silver — Withdrawal 
of  notes— Great  depreciation  of  the  Irish  exchange  with  England,  1804— Testimony  of  the  Directors 
of  the  Bank  of  Ireland— Held  that  the  diminution  of  Irish  paper  would  not  help  the  matter — No 
depreciation  of  Irish  paper  in  Ireland,  but  only  in  London— Contraction  in  1753-1754 — Ireland  no 
dealings  in  foreign  exchanges  except  through  London — Effect  of,  on  Bank  of  Irsland— Increase  in 
its  issues— Suspension  of  payment  not  sought  by  the  Bank  of  England. 

Convertibility  the  be«it  Regulator 15* 

Influence  of  foreign  exchange  on  bank  issues — Redemption  brought  about  by  too  large  issues — . 
Reduction  of  gold— The  Directors  of  Bank  blind  to  the  workings  of  exchange— Temporary  suspen-  * 
sion  of  specie  payments— Limiting  accommodation  in  periods  of  alarm— Checks  to  paper  issu«a— 
Opinion  of  the  Committee. 


TABLE    OF    CONTENTS.  ix 

PAGE 
Character  of  Discounts  Insufficient  tr»  Guanl  Against  Depreciation 158 

Policy  of  the  Bank  of  England  in  regard  to  circulation —No  possible  excess  of  Bank  of  England 
issues  on  solid  securities— A  theory  of  banking— Opinions  of  bank  directors— Notes  not  forced  into 
circulation— The  measure  of  security  or  abundance  (the  discount  of  good  paper)— Control  of  bank 
notes  in  circulation— Issues  of  bank  never  pushed  beyond  the  interest  of  the  public— Different 
situation  of  Bank  under  suspension  of  payments— No  check  upon  its  issues— Regret  of  the  Com- 
mittee-Fallacy of  the  doctrine  held  by  the  Directors— Advance  of  capital  to  merchants  an  addition 
to  the  general  mass  of  circulation— The  process  of  enlarging  the  circulation—Effect  on  prices  of 
commodities— Interest  law  exposes  Bank  to  demands— Bank  of  England  not  able  to  supply  exact 
amount  needed  during  suspension  of  specie— A  metal  currency  self-adjusting— Errors  in  the  policy 
of  the  bank  Directors. 

COIVSEQIEIVT  INFLATION  OP   CURRENCY 16* 

Progressive  increase  in  the  circulation  of  the  country  —  Country  bank  paper  —  Average  bank- 
note circulation  previous  to  1797— Increase  from  1798  to  1806— Small  notes  to  take  place  of  specie- 
Increase  in  small  notes— Advances  of  bank  to  Government— Exchequer  bills— Amount  of  commer- 
cial discounts  increased — Excess  of  paper  currency  the  evil. 

Quantity  of  Currency  Required  a   Relative   Matter 16S. 

Amount  of  bank  notes  not  a  safe  method  to  judge  of  excessive  issues  —  Quantity  of  currency 
needed  varies  with  state  of  trade— The  rale  of  circulation— Amount  required  under  different 
states  of  credit — Improvements  in  banking— Criterion  as  to  excess  of  circulation — Distress  of 
1793— Method  of  relieving  the  distress— Panic  of  1797— Distress  heightened  by  diminution  of 
bank  notes  -  Distinctions  to  be  made  in  the  demands  upon  the  bank  for  gold— Liberality  in  the 
issue  of  bank  notes. 

Circulation  of  Country   Rankers 164 

Paper  of  currency  banks  based  on  paper  of  Bank  of  England  —  The  reason  for  it  —  Local 
rise  of  prices— The  effect  of  an  excess  of  Bank  of  England  paper— Condition  of  the  country 
bank  circulation- Increase  in  country  banks— Reasons— Stamp  duties  as  indicative  of  circula- 
tion—Number of  country  bank  notes— Estimate  as  to  the  circulation- Probable  increase  in 
amount  of  notes— Not  possible  to  ascertain  the  excess —Temptation  to  issue  notes— State  to  receive 
part  of  the  profits— Danger  to  the  system. 

CONCLUSIONS 168- 

High  price  of  bullion  indicative  of  excessive  circulation— Not  sufficient  check  and  control  in 
the  Bank  of  England— Disadvantages  from  depreciation— Effect  of  such  depreciation— Wages- 
Alteration  of  the  standard— Opinion  of  the  Committee — Indirect  schemes  of  palliation — Necessary 
to  resume  specie  payments— Gradual  mode  of  effecting  specie  payments— Peace  and  the  resumpticn 
of  specie  payments — General  confidence  only  secured  through  resumption — Improvement  in  the 
exchanges —Details  left  to  the  bank — Provisions  for  the  payment  of  specie  by  the  banks  of  Scot- 
land and  Ireland.  

BIMETALLISM  IN  HISTORY. 

The  only  Supernatural  Authority,  Book  of  Mormon. 

PERIOD  FROM  1GOO  TO  1792 174- 

England  alone  endeavoring  to  maintain  double  standard  1620— Silver  and  gold  as  separate  stand- 
ards—Store of  precious  metals  at  this  time — Dr.  Soetbeer's  tables — Ratio  of  value— Relative  values 
changed  with  the  product  of  the  mines — Tbe  world's  supply  in  1640 — New  discoveries — Increase  in 
product  of  silver— Ratio  falls  14  : 1 — England  and  Bimetallism — Variation  in  ratios — Attempt  to  fix 
ratio  of  13  :  1  by  law  in  time  of  James  I. — Real  ratio  12  : 1 — Effect— King  orders  exportation  to  cease 
—Charles  I.'s  policy— Trade  in  money— Penalties— Legislation  in  the  reign  of  William  III.  and 
George  I.— Clipped  and  Shaved  moneys— Recoinage  of  silver  coins  1689— John  Locke's  conclusion— 
Recoinage  not  a  remedy  -  Speculative  character  of  the  currency— Sir  Isaac  Newton's  opinion- 
Difficulties  in  the  American  colonies -Mint  at  Boston  prohibited— Legislation  up  to  1792— Silver 
grows  dearer. 

A  SINGL.E   STANDARD  ADOPTED  IN  EUROPE 17* 

First  Coinage  act  in  United  States  1792— England's  struggle  -  Legal  tender  by  tale  and  weight 
— Adam  Smith  assumed  silver  to  be  the  standard  of  English  money— The  true  ratio— Eng- 
land adopts  the  single  gold  standard  179J— Light  silver  coin  not  imported— England  passes  to  a 
gold  standard-  Definition  of  gold  standard— Silver  overrated  by  the  Mint  laws— Effect  of  the  law 
of  1798  not  serious— Ratio  for  ten  years  after  1798— France,  Belgium,  Italy  and  Switzerland  adopt 
the  silver  franc  as  a  monetary  unit— Gold  standard  formally  adopted  by  England  1816— Reason  for 
adoption— Lord  Liverpool's  remark — Tbe  monetary  unit  in  England — Legal  gold  coins — Silver  legal 
tender  to  the  amount  of  £2 — Ratio — Silver  coined  on  Government  account  only — Gold  coined  at 
private  account  £3  17s.  lO^jd.  per  ounce— English  colonies  adopt  it — British-Indian  Currency  Law 
1835 — Silver  monometallic— Rupee  the  standard — Suspicion  of  private  silver  coinage — Locke's 
dictum  grows  in  favor — Growth  of  commerce  caused  a  change — Unsettled  commerce  forced  nations 
toward  monometallism— England  gold,  France  silver— Gold  at  a  premium— 1820-1847— Netherlands 
monometallic— Double  monometallic— Germany  currency  reform  1871. 

THE  GOLD  MOVEMENT  IN  EUROPE 178' 

Tendency  first  part  of  century  toward  single  standard— M.  Chevalier  advocates  silver— Mr. 
Giffen's  assertion— Gold  at  a  premium  in  France  1820-47— Ratio  15J^  :  1  fixed  in  1785  continued 
in  1803— Commercial  ratio— Effect  of  gold  discoveries  in  California  and  Australia— Attempt  of 
France  to  maintain  parity — Gold  undervalued  in  France  68  years,  correctly  one  year,  and  over- 
valued 21  years — The  position  of  silver  during  these  years — Gold  s  appearance  1851  and  18"3 — Gold 
preferable — Discovery  of  silver  deposits — The  price  of  silver — Europe  takes  up  the  gold  standard 
— Effect  of  silver  upon  France — Germany  closes  mint  to  silver  1871 — The  fall  in  silver— Not  arrested 
by  Silver  Purchase  Law  in  the  U.S.— Decline  panly  due  to  Latin  Union  in  closing  its  mints  to 
silver  and  Austria's  adoption  of  the  gold  standard— The  Latin  Union  1865— Silver  token  coins 
legal  tender — Latin  Union  closes  its  mints  to  silver  on  private  account  1876— Action  of  other 
countries— U.S.  tries  to  rehabilitate  silver— Europe  adopts  a  gold  standard. 

IN   THE    UNITED    STATES   REPORE   1873 160 

Experience  for  first  80  years  somewhat  like  that  of  France— Theoretical  double  standard— 
Practically  monometallic— Like  England  in  17th  century— Worn  coin  m  the  United  States— First 
Coinage  Act  1792— Hamilton'and  Jefferson— Combination  of  English  ratio  and  French  system. 

1792-1834:.     Silver  Monometallism  Under  Double  Standard 183' 

Coinage  of  gold  and  silver  1794,  1795— Gold  undervalued— New  coins  did  not  circulate— Worn  coin 
.  accepted  in  payment  for  customs  duties  and  allowed  to  go  in  circulation — Gold  exported— Legal 
and  market  ratios  1793— Ratio  1794— Coinaae  of  silver  dollars  suspended  1804— Coinage  of  1000, 
1831— Up  to  1809  less  than  400,000  silver  dollars  coined  in  any  year— Gold  coinage— Gold  disap- 
pears 1817— No  coinage  until  1349--Business  carried  on  by  means  of   paper  currency— Specie 


TABLE    OF    CONTENTS. 


PAGB 
payments  suspended  1814— U.  S.  Bank  re-chartered    1816— Attempts   to    check  exportation  of 
American  coins— Foreign   gold  coins  not  legal  tender  1816-1819— Foreign  gold  coins  receivable 
for  public  lands— Dollars  of  Mexico,  Peru,  Chili  and  Central  America  and  five-franc  piece  of 
France  legal  tender  at  nominal  value. 

1831-lSiM.     Gold  Monometallism  I'ntler  Double  Standard 181 

1834,  foreign  gold  not  legal  tender— Basis  of  circulation  foreign  silver— Gold  movement— Dis- 
coveries in  South— Protective  movement— Goid  and  silver  dollar  reduced— Effect  upon  gold  and 
silver— Coinage  of  half-eagles— Easrles  1  04  resumed  1838— Double-eagle  18. 0— Gold  dollar  increased 
to  25.8  grs.—  Silver  underrated— Exportation— Presence  of  Spanish-American  coins— Fractional 
silver  1853  made  sub-idiary  and  token  money— Made  legal  tender— Gold  monometallism  until 
1873— Silver  dollar  too  valuable  to  circulate— Act  of  1834  drove  silver  out— Did  not  affect  price  of 
silver  -  Qnr  tat. on s  from  London  market  1 '33-1842— Increase  in  price  of  silver  due  to  gold  dis- 
coveries—Si.  ver  beg  ns  to  fall— Demonetization  1873. 

IN  THE  UNITED  STATES   SINCE  1873 18? 

The  Act  of  1873  -Movements  affecting  currency— Silver  not  demonetized  by  Act  of  1873— Done 
by  Act  of  1834— Change  of  ratio  at  that  time— Token  money  aided  gold  monometallism— Silver  over- 
valued—No effort  to  restore  the  market  ratio— No  complaint  that  the  silver  dollar  was  dropped, 
1873— The  trade  dollar  authorized— Made  legal  tender,  a  mistake— Rectified— Contention  that 
silver  was  surreptitiously  demonetized— Facts  do  not  sustain  it— No  bearing  on  the  merits  of 
bimetallism  or  monometallism— History  of  the  Act  of  1873— Mr.  Knox's  explanation  accompanying 
the  bill— GoU  basis  by  law  1873- 1878  -Fall  in  the  pi  ice  of  silver,  1876— Increase  in  the  production 
of  gold  and  silver  output,  18M -1875  -Silver  driven  into  the  melting  pot— Gold  in  Europe— France, 
18  2-18c4,  absorbed  $6-0,000,000— Gold  in  United  States— Increase  of  animal  product,  1847-1818— 
Silver  product,  18138-' 873—  Silver  increased— Gold  held  its  own—  Incrasee  in  supply  of  silver  and 
decrease  in  demand— Highest  prices.  18f>0— 1873  price  falls— The  effect  of  demand  on  the  price— The 
new  German  Coinage  Act  and  sales  of  silver— German  demand  for  gold  about  $414.000,000— Effect 
on  the  price  of  silver— Decrease  in  demand  for  silver— Belgium,  Holland  and  India— Exports  of 
silver— Keason  for  fall  in  price,  1876— Gold  and  silver  alternate  national  metals— Increase  of  silver 
advocates  in  Congress  -Senator  Henry  M.. Teller— Colorado  admitted— 187u  gold  and  silver  product 
equal— Increase  in  product  of  silver,  181*8— A  cause  of  fall  in  prices— Free  coinage  movement  1876 
—Activity  in  tbe  House— Bland  Act— History  of  bill's  passage— The  bill  in  the  Senate— Mr  Allison 
—Conditions  of  Act— Silver  certificates— Monetary  conference— Free  coinage  defeated— President 
Hayes  vetoes  the  bill— Passed  over  the  veto  February  8,  1878— The  Mathews  resolution— Its  effect 
on  U.  S.  bonds  Return  of  bonds  from  Europe— Only  $2,000,000  coined  per  month— Bullion  owners 
demand  more  than  market  rates— Sec.  Sherman's  interpretation— Difficult  to  circulate  silver  dollars 
—New  York  Clearing  House  declined  to  receive  the  certificates— Compelled  to  do  so  by  Congress— 
Government  pays  for  transporting  the  dollars— One,  two  and  five  dollar  certificate*  issued— Sur- 
render greater  i.a  t  of  bank  currency  makes  a  place  for  the  new  silver  currency— Neutralizes  the 
efiVct— Amount  purchased  under  Act  1875— Amount  paid— Amount  issued  in  coins— Silver  still 
continued  to  fall— Prices  1878-1  s89— Senate  Free  Coinage  Bill  1890— House  did  not  concur— Com- 
promise measure  known  as  Sherman  Act— fts  conditions— Established  policy  of  the  United  States 
10  maintain  a  uarity— Purchases  under  the  Sherman  Act— Loss  to  the  Government— Effect  of  the 
law— Alarm  of  American  security  holders -Hoarding  of  gold— Export  of  gold  1 888-1 893-Loss  of 
gold  to  United  States— Percentage  of  customs  duties  in  gold— Shows  departure  of  gold— The  busi- 
ness distress. 

RECENT  DEVELOPMENTS 186 

Repeal  of  Sherman  Act  1893— Closing  of  the  Indian  mints  1893— The  panic  in  silver— Lowest 
point  in  the  price  of  silver— Variations  in  the  price— Increase  in  the  production  of  gold— Expecta- 
tion cone  rning  the  increase. 

JL  CEMURYa  STRUGGLE  NOW  ENDED 185 

The  question  of  bimetallism  answered  by  recent  developments— International  trade  barriers 
broken  down — Dependence  of  government  upon  conditions  of  finance  and  commerce— Laws  pow- 
erless to  affect  the  tides  of  commerce— In  matters  of  currency,  commerce  all-powerfu^— Offices  of 
legislation  two— Must  look  to  commercial  development,  not.  to  legislation-Supply  an 'l  demand 
for  coin  currency  vitally  affected  by  three  factors  :  (1)  The  development  of  communication  facil- 
ities and  commercial  expedients;  id)  Discoveries  of  new  deposits  and  cheapening  of  gol'i  and 
silver  production  ;  (3)  Extent  to  which  silver  has  been  renounced  as  a  basis— Annual  products 
effect  value  of  gold  and  silver  but  slowly— The  demand  decreased  greatly  in  comparison  to  rapidly 
increased  supply— Both  cheapened  compared  with  price  of  labor— Third  factor  present  in  last  25 
years— World  conducting  business  on  gold-standard  basis— Result  of  it— Not  easy  to  decide  that 
gold  has  appreciated— More  steady  in  late  years  and  more  steady  than  other  products  of  industry- 
There  might  be  a  question  how  far  comparative  appreciation  of  gold  should  be  tolerated— Fortu- 
nate events  assure  a  solution  without  intermeddling— Tendency  to  depress  silver  and  appreciate 
gold  practically  spent- Commercial  developments  lessening  the  amount  of  metal  required  for  ex- 
changes—Probable production  of  gold,  1895-1900— The  last  quarter  century  culminated  in  world- 
wide movement  to  displace  silver  and  to  appreciate  comparatively  the  commercial  value  of  gold-- 
The  operation  practically  at  an  end— Compensating  forces  at  work— Value  of  gold  must  hence- 
forth steadily  depreciate. 

OUR  PAPER  CURRENCY. 

A  CENTURY  OP  MONETARY  FAILURES 190 

Our  monetary  history  not  one  to  be  proud  of— Failure  of  experiments— Inadequacy  of  State 
Banks— Superseded  by  National  Banks— National  system  failed  to  supply  sufficient  currency- 
Effect  of  the  War  upon  banking- Greenbacks— A  menace  to  the  credit  of  the  government— The 
quality  of  greenbacks  deteriorated  by  reason  of  the  issue  of  Treasury  notes— Defects  of  bank  and 
government  paper  aggravated  by  issue  of  silver  money— Silver  full  legal  tender— In  case  of 
failure  to  meet  obligations  in  gold,  silver  would  be  used— Have  tried  six  systems  during  the 
century-Two  standards— Legal  tender— Ability  of  the  government  to  honor  its  notes— Dependent 
upon  metropolitan  banks — Situation  of  the  government. 

MEASURES  OP  REMEDY 191 

Must  retire  legal-tender  paper  to  bring  about  order -Greenbacks  popular— The  Greenback 
has  acquired  a  prestige  which  has  made  it  a  fundamental  factor  in  our  money  sj  stem— Legality 
of  the  Legal  Tender  Act— A  paper  currency  based  upon  the  mere  credit  of  a  central  power— The 
.  place  of  the  State  in  issuing  money— The  recent  position  of  the  United  States  Treasury-The 
**  danger  of  constituting  government  legal-tender  notes  the  money  of  banking— The  distrust  of 
silver— The  use  of  notes  to  get  gold  from  the  Treasury— Necessity  o£ retiring  the  legal-tender  notes. 

HOW  SHALL  THE  LEGAL  TENDERS  BE  RETIRED 198 

Prohibition  of   re-issues  of   the  notes- Necessary  to   etrppfy  another   form  of   money  at   the 


TABLE    OF    CONTENTS. 


PAGE 

same  time  and  to  have  means  for  redemption— Treasury  gold  reserve  available — Other  resources — 

Time  of  redemption— Necessary  to  have  a  substitute— What  it  should  be. 

THE  NATIONAL  BANKS  AS  A  FACTOR  IN  CIRCULATION 194 

Tlie  Failure  of  their  Guaranty  System. 

United  States  bonds  as  a  guaranty  against  notes — The  ratio  of  guaranty — Introduced  to  create 
market  for  Cnited  States  bonds— Superfluously  ample  security— An  excessive  guaranty  shown  in 
the  decrease  of  National  Bank  circulation— Percentage  of  circulation  to  capital— The  present 
system  of  bond  deposit  destructive  to  note  issues  rnd  to  free  use  of  resources— National  banks 
become  State  banks— Bank  of  Ens-laud— Danger  in  too  excessive  a  guaranty— Liable  to  prohibit 
issue-— Economy  in  guaranty,  not  exorbitance,  is  the  legitimate  principle— Inducements  for 
redemption  and  elasticity  of  circulation  lessened— Necessity  of  new  form  of  guaranty  conceded. 

An  Amend-;!    Guaranty ' 195 

Notes  should  be  limited  to  75  per  cent,  of  capital— First  lien— Redemption  agencies— Federal 
authority. 

Limitation  of  Issues 195, 

Importance  of  a  maximum  limit— 7o  per  cent,  of  capital  a  safe  limit— Percentages  of  National 
Bank  circuk lion— Capital  and  supplies  of  National  Banks  Oct.,  1894 — Issue  power  of  banks  under 
a  7.3  per  cent.  limit— Probable  issue  of  National  Banks— Issues  would  not  entirely  effect  the  retire- 
ment of  legal-tenders — Necessity  of  another  source  of  issue. 

Is  the  Proposed  Guaranty  Sufficient  1 195 

Sufficiency  of  the  guaranty— Guaranty  of  shareholders— Assets  and  shareholders— Under  the 
new  methods  notes  might  not  be  redeemed  as  promptly — Necessary  to  guard  against  any  distrust 
of  the  bank  currency— Failures  of  National  banks  1893— Amount  of  capital  of  lbanks  in  hands  of 
receivers  for  30  years— Proportion  of  capital  of  failed  banks  to  total  capital— Probable  yearly  fail- 
ures banks  under  the  new  sy.-tem—  Protection  of  note-holders— Reports  of  the  Comptroller  of  the 
Currency  for  SO  years— Guaranty  from  assets  and  shareholders  would  afford  a  larger  ratio  of 
protection  than  the  deposits  of  United  States  bonds  under  the  National  system. 

THE  STATE  BANKS  A  NECESSARY  FACTOR 19f 

Their  Present  Status. 

Question  as  to  right  of  State  banks  to  issue  notes — Tax  on  State  bank  issues — Banking  insti- 
tutions invidiously  divided — Encourages  abuse  of  Federal  power — Excuse  in  the  unsoundness  of 
ante-bellum  currency — National  bank  notes  entirely  stable — Wildcat  currency  no  longer  a 
possibility 

Rights  an  J  Duties  of  Government j 198 

Government  has  certain  rights  and  duties— Paper  money  should  not  be  exposed  to  deprecia- 
tion—The National  Government  should  concern  itself  in  the  solvency  of  the  issuers— This  prin- 
ciple fully  recognized  in  the  powers  conferred  by  the  Constitution— No  question  raised  as  to 
the  exercise  of  these  powers— Not  warranted  in  applying  them  by  means  of  a  prohibitory  tax- 
Duty  to  see  that  notes  are  of  proper  quality  the  ofhee  of  Congress— Guaranties  required— Issue  of 
State  banks  identical  with  issues  of  National  banks— State  Danks  and  National  bank  issues  to 
supply  deficiency  caused  by  redemption  of  legal-tender  notes— Present  capital  of  State  banks — 
Probable  issue  of  notes  by  them— Retirement  of  legal  tender  notes  impossible  without  co-ope- 
ration of  State  banks— Prejudic  s  must  be  surrendered. 

Current  Redemption  of  Notes 199) 

Necessary  to  provide  a  new  system  of  redemption — Possibility  of  inflation — Manner  of  redeem- 
ing notes — Object  of  banks  to  keep  circulation  in  the  field — Competition  regulates  circulation  — 
Note  clearing  a  necessity — Redemption  agency  of  the  National  banking  system  a  failure — Suffolk 
bank  redemptions  1857  more  than  those  of  the  present — The  present  system  ineffective — Difference 
in  cost  of  redemptions  of  Suffolk  and  National  systems— Country  should  be  divided  into  districts 
each  having  an  agency  of  its  own— Each  agency  to  forward  to  issuing  banks  for  payment  all  note* 
presented. 

THE  VOLUME  OF  CURRENCY 201 

What  changes  would  occur  in  the  volume  of  currency — Gold  reserve  would  circulate — Summary 
of  circu'ation  under  the  new  system— In  the  event  of  too  great  expansion,  Secretary  of  Treasury 
might  order  a  temporary  suspension  of  issues. 

THE  SILVER  FACTOR  801 

The  further  issue  of  silver  currency  permitted — New  issues  of  bank  notes  to  be  payable  in  gold 
--Present  silver  currency  may  be  kept  at  par  by  large  gold  reserve— A  question  of  expediency. 

SUMMARY   OF   FOREGOING  PROPOSALS 20* 

Authorize  redemption  and  cancellation  of  all  outstanding  United  States  notes  and  Treasury 
notes  of  July  14,  1890— Not  to  re-issue  legal-tender  notes— Banks  having  $25,000  capital,  or  over,  to 
issue  notes  to  75  per  cent,  of  paid-up  capital— Establishment  of  six  redemption  agencies. 


NATIONAL.  AND    STATE  BANKS. 

OBJECT  OF  NATIONAL  BANKING   SYSTEM 20(5 

A  matter  of  currency  reform  and  replenishing  treasury— Amount  of  fiscal  aid  to  government 
at  close  of  war. 

THE  TAX  ON  STATE  BANKS'  NOTES 205 

Adverse  report  of  Committee  of  Ways  and  Means  on  National  Banking  System— History  of 
Bill  to  its  passage  in  House  and  Senate— Tax  on  State  Banks— Question  as  to  Constitutionality- 
Object  of  Tax— Blame  of  a  bad  currency  on  last  generation. 

STATE  BANK  SYSTEMS 207 

Good  and  bad  systems. 

State  Bank  of  Indiana 207 

When  incorporated,  1834— Capital  Stock— Subscribed  by  State  and  individuals— Organization 
—Officers— Branches— Earnings  and  dividends  belonging  to  shareholders  exclusively— Each  branch 
liable  for  debts  of  other  branches— Assets  and  liabilities— Business,  kind  of, defined  bylaw — 
Discounts— Voting  power  limited— Directors  individually  liable  for  infractions  of  the  law  when 
not  voting  against — Absence  of  directors— History  of  the  bank  crisis  of  1837— Re-charter,  1855 — 
Dividends— State  prevented  from  becoming  a  shareholder  in  any  bank  or  other  corporation— Note 
—Amount  of  surplus  turned  over  to  the  State— General  Banking  law. 

State  Bank  of  Ohio 209 

Origin  of  bank— Banking  law  of  1845— Branches  limited  to  seven— Commissioners— Dominant 
idea  of  bank  security  of  noteholders— Amount  of  notes— Safety  fund,  10  per  cent,  for  protection 
of  noteholders— Liability  of  branches— Assessments  in  case  of  failure  to  redeem  notes. 

Louisiana  Bank  Act  of  1843 209 

Bank  calamities  of  1842— New  banking  law  :  Specie  reserve ;  ..Two-thirds  commercial  paper ; 


Xfi  TABLE    OF    CONTENTS. 


Banks  examined  by  board  ;  Bank  directors  liable  ;  Shareholders  at  least  fifty  ;  Bank  to  pay  out 
only  its  own  notes  ;  Balance  to  be  paid  every  Saturday  ;  Mortgage  loans  made  ;  Bank  act  of  1842 
scientific  ;  Requirement  of  specie  against  liabilities— Effect  of  this  law  on  banking  in  the  State. 

.Massachusetts  and  the  Suffolk  Bank  System 210 

Bank  law  before  war  two  parts— Limited  amount  of  stock  held  by  one  person  to  one-half  of 
total  amount  in  bank— Directors'  stock  not  to  be  pledged  for  debt— Debits  and  credits  limited- 
Directors  liable  for  violation  of  this— Payment  of  notes— Noteholder  paid  in  case  of  failure— Specie 
reserve  1858— Free  banking— Redemption  of  notes  at  Boston— Resistance  by  country  banks— Suf- 
folk system  subjected  notes  to  daily  test— Governing  principle  in  three  systems  examined. 

Free  Banking  Law  of  New  York. 211 

The  free  banking  system  a  step  backward— Origin  of  it— Specie  system  and  bank  charters  in 
New  York— The  free  banking  law  1838  a  reaction— Principle  of— State  bonds  ruled  out,  except  those 
of  New  York— Mortgages  kept  up  to  a  high  pitch— Law  of  1892— Free  banking  svstem  in  Ohio  and 
Massachusetts. 

Free  Ranking  in  the  West 212 

LUinois  1851— Capital  required  $50,000-Provisions  of  the  law  in  that  State— The  only  idea  in 
Haw  security  of  circulating  notes— Free  banking  law  of  Indiana  similar  to  that  of  Illinois— Differ- 
ence in  amount  of  notes  issued  on  securities— Specie  reserve— Free  banking  law  of  Wisconsin,  1853 
—Did  violence  to  banking  principles— Circulating  notes  issued  to  full  amount  of  the  bonds  of  States 
deposited— First  mortgage  bonds  of  railroads  received— Directors'  and  stockholders'  personal  bond* 
one-fourth  of  amount  of  circulating  notes — Money  lent  on  real  estate  security  to  any  extent. 

'Wild-cat  Currency  Experience 212 

Free  banks  generally  turned  out  bad— The  theory  of  their  existence— Methods  of  doing  busi- 
ness—Effect of  the  crisis  of  1857— Design  of  the  lawmakers  turns  out  to  be  a  speculating  scheme— 
An  example — Issue  of  circulating  notes  by  the  Government— Amount  put  in  circulation — Money 
still  scarce— Russia  and  Austria — Hungary  storing  gold— Power  of  the  U.  S.  to  draw  gold  greater 
than  these  two  combined. 

THE  "BANKING  PRINCIPLE" 214 

Banking  and  Currency  Principle  opposed— Banking  principle,  all  trade  is  barter— A  bank  to 
facilitate  trade— A  banknote  cashier's  check  on  the  bank— Better  than  private  checks— Economizes 
the  use  of  capital. 

THE  "  CURRENCY  PRINCIPLE  » 214 

Government  to  furnish  currency— In  England  bank  issues  this— Bank  accountable  to  govern- 
ment—Amount received  from  Bank  by  the  English  government— Fiduciary  issue  based  on  govern- 
ment securities— Bank  of  England  perfect  example  of  currency  principle— Bank  of  France  is  a 
perfect  example  of  banking  principle. 

THE  TRUE  PRINCIPLE 215 

Banking  principle  true  one  in  theory — Barter  reduced  to  science — The  currency  principle 
has  its  "  raison  d'etre  " — First  requisite  is  the  security  of  noteholder — Deposited  securities  did  not 
save  noteholder  from  loss  before  War — Louisiana,  Massachusetts  and  State  Banks  of  Indiana  and 
Ohio  did  not  protect  noteholder — Note  issuing  against,  deposited  securities  erroneous  in  principle 
— Banks  organized  for  discounting  short  time  commercial  paper  not  for  long  time  loans. 

BANKING  ON  SECURITIES  DOOMED       215 

System  of  note  issuing  on  deposited  securities  is  destined  to  perish — Absorbs  bank's  capital — 
Note  issuing  feature  of  national  banks  disappearing — Banking  feature  will  not  die — National  Bank 
circulation  at  its  maximum  December,  1872— Fall  by  September,  1891— More  confidence  in  national 
than  in  State  oversight — National  system  uniform — State  not. 

HOW  TO  PRESERVE  THE  NATIONAL.  SYSTEM  216 

Note  issuing  a  desirable  part  of— Will  supplement  system  of  supplying  currency  by  means  of 
silver  bullion— National  system  can  be  improved  by  slight  change  of  law— Make  present  tax  on 
bank  notes  basis  of  safety  fund— Tax  rate  computed  on  failure  of  national  bank  in  25  years — The 
government  to  be  responsible  for  the  notes— To  retain  first  lien  on  assets  of  insolvent  banks— All 
the  provisions  of  exist,  ng  law  excepting  bond  security  to  be  retained— Report  of  Comptroller  1891 
— Total  amount  of  notes  of  insolvent  banks— Safe  for  the  government  to  continue  its  responsibility 
— Proportion  of  bad  to  good— Provisions  for  protection  of  noteholder  under  the  law— Provisions  for 
protection  of  noteholder  under  the  new  proposition— Note  circulation  of  national  banks  average 
1864-1894— The  necessity  of  doing  something. 

THE  "SAFETY  FUND  PRINCIPLE" 218 

Adopted  in  New  York  1829— Principle  of  New  York  law— Intention  to  protect  noteholders  only- 
Fund  started  1831— Number  and  strength  of  safety  fund  banks  1835— History  of  the  safety  fund  in 
New  York— Fund  applicable  to  all  the  liabilities  of  insolvent  banks— John  J.  Knox's  compilation— 
If  applicable  only  to  circulating  notes  would  have  redeemed  every  insolvent  bank  note— Millard 
Fillmore's  figures— A  surplus  left  if  applied  only  to  notes— Comptroller  Flagg's  Constitution  1846 — 
The  banking  axiom— Mr.  Knox's  change  of  mind  in  regard  to  Safety  Fund— Difficulties  of  the 
system— New  York's  experience— Mr.  Knox's  later  views— Recommendation  of  extension  of  U.  S. 
bonded  debt— Objection  to  this  plan  serious— Banks  would  be  just  where  they  are  now— The  present 
system  stiff— Popular  objection— The  present  tax  on  national  bank  notes— A  small  sum  realized — 
Possibility  of— Tax  could  be  remitted  when  safety  fund  reached  the  required  limit— Necessary  for 
the  government  to  continue  responsible  for  note  issues— Right  step  taken  in  redeeming  silver  notes 
in  gold. 

BANK  NOTE  INFLATION 220 

The  limit  to  the  national  bank  notes  redeemable  in  gold — Limitation  of  circulation  to  amount 
now  established  to  remain — No  such  thing  as  bank  note  inflation  on  agold  basis — Prof.  Dunbar — A 
bank  powerless  to  put  notes  out  or  to  keep  them  out— This  power  resides  in  the  hand  of  those  who 
hold  checks  on  the  bank— Requirement  of  bond  security  for  bank's  notes  did  not  prevent  panics. 

CONCLUSION :...  220 

No  need  of  State  bank  notes— Nobody  for  unsound  or  unsafe  currency— Prejudice  against 
national  banks— Reason— Presented  plan  destroys  prejudice— Would  put  an  end  to  silver  purchases 
—Danger  of  free  coinage  passed— Necessary  to  do  something— Governments  have  no  facilities  to 
furnish  moneys  to  the  people— Financial  heresies  caused  by  Legal  Tender  Act  of  1862— Would  not 
have  existed  but  for  it. 

STATES     AS    BANKERS. 

CLASSES  OF  INSTITUTIONS  COMPRISED 222 

Scope  of  the  pamphlet— State  banks  owned  and  managed  by  the  State— Difficulty  in  discrim- 
inating. 


TABLE    OF    CONTENTS.  xiil 

PAGB 

COLONIAL  E  SAMPLES 222 

Forerunners  of  later  State  institutions— Banking  then  in  its  infancy— Colonial  issues  of  paper 
money— Massachusetts  Land  Bank— Additional  loans — Secured  by  mortgages — Frequent  litigation 
in  the  settlement  of  the  mortgages— Paper  currency  depreciated — Rhode  Island — First  bank,  1715 
— Issues  loaned  to  inhabitants  at  5  per  cent. — Second  bank — Penrsylvania — Issues  loaned  on  land 
security— Bills  made  legal  tender — Redemption  of  notes — New  Jersey  loan  banks — Georgia— Issues 
small— South  Carolina— Public  bank  to  accommodate  domestic  trade— Amount  of  notes  issued— 
Depreciation  of  notes. 

STATE  EXPERIENCE , 223 

Vermont 228 

Creation  of  Vermont  State  Bank  in  1806 — Its  management— Branches— Right  of  branches  to 
borrow  money— Limitations— Issue  of  notes— Plates  and  paper  for  printing  notes  constitute  only 
capital— First  report  to  Legislature  1807— Additional  branches— Deposit  of  State  funds  to  inspire 
confidence — Credit  of  the  State  pledged  for  redemption  of  notes — Bank  suffers  from  want  of 
punctuality  on  the  part  of  debtors— Summary  judicial  process— Amount  of  loans  restricted  by 
the  State— Bills  made  legal  tender  for  taxes— Condition  of  bank  1811 — Redemption  of  notes  by 
land  tax— Loss  to  the  State— Statement  of  the  condition  of  the  bank,  1808-1822— Affairs  of  the 
bank  not  settled  until  1845. 

Kentucky 225 

Charter  granted  to  the  Kentucky  Insurance  Company— First  Bank  of  Kentucky,  1806— Capital 
stock— State  one-half  owner— Management  of  the  bank— A  political  institution— Acts  concern- 
ing the  bank— Branches— Charter  extensions  and  repeal  in  1822— If  left  to  itself  the  old  bank 
would  probably  have  been  a  success— Notes  in  circulation  18^5— Feeling  against  the  bank  and 
the  chartering  of  independent  banks— Suspension  of  specie  payments,  1818—  Independent  banks 
collapse  by  the  action  of  the  United  States  Bank— Bank  of  the  Commonwealth  of  Kentucky — 
Tennessee  lands  set  aside  as  a  guaranty  for  the  payment  of  circulation— Features  of  the  Charter — 
Tbe  old  Bank  of  Kentucky  then  prudently  managed— The  old  bo^rc!  superseded— The  notes  of  the 
new  institution  to  be  received  by  the  older  one — Ruined  the  old  bank — The  new  bank  as  a  con- 
tributor to  public  instruction — Condition  of  the  bank  and  its  branches — Circulation — Deprecia- 
tion of  notes — Replevin  Act — Struggle  between  the  Legislature  and  the  judiciary — Question  as  to 
the  violation  of  Constitution  by  the  issue  of  bills  of  credit — Decisions  of  Supreme  Court  of  the 
United  States — Attempt  of  bank  to  settle  it3  affairs — Other  attempts  at  banking — Bank  of  Louis- 
ville— Kentucky  and  Northern  Bank  of  Kentucky — State  subscriptions — Branches — Division  of 
United  States  surplus  to  pay  for  shares  subscribed  by  the  State — Bank  of  Kentucky  well  man- 
aged— State  sold  its  stock  18*77 — Circulation  of  the  three  institutions. 

Delaware 228 

Delaware  still  in  the  business  of  banking— Farmers1  Bank  of  Delaware— Capital  and  subscrip 
tions— Management  and  branches— Circulation— Condition  of  the  bank  at  the  present  time. 

North  Carolina 228 

State  Bank  chartered  1810  — Conditions  of  subscriptions — Attempt  to  reduce  debts — Failure  to 
maintain  specie  payments — Condition  of  the  bank  1831-1333 — The  new  Bank  of  the  State  of 
North  Carolina,  1833 — Branches — Capital,  loans  and  discounts,  circulation,  1835-1858 — Bank  of  the 
State  of  North  Carolina  superseded  in  1859  by  Bank  of  North  Carolina. 

South  Carolina 230 

State  Bank  chartered  to  relieve  financial  situation  1812— The  faith  of  the  State  pledged  to 
support  the  bank— Conditions  of  charter— The  State  the  sole  proprietor— Profits  from  the  bank- 
Charter  renewed— Capital,  circulation,  loans  and  discounts,  1814-1860— Charter  extended— The 
bank  closed  1870. 

Indiana ,231 

Adoption  of  banks  by  the  Scate  as  State  banks — Subscriptions — Branches — Violations  of  the 
charter— Failure — State  Bank  of  Indiana — Management — Branches — Liabilities  of  stockholders — 
Circulation  of  the  bank  and  its  branches — No  other  bank — Bank  remained  solvent  during  crisis  of 
1837 — Suspension  in  1838 — Denominations  of  note  issues — Statistics  of  condition — Resumption  of 
specie  payments  in  1841 — Amendment  to  the  Constitution  forbidding  the  State  to  engage  in  bank- 
ing—Profit to  the  State— A  successful  enterprise. 

Mississippi 233 

Reorganization  of  the  Bank  of  Mississippi— Subscriptions— Establishment  of  Planters'  Bank, 
1830,  in  violation  of  pledge  of  1818— Capital,  $3,000,000— Management— Circulation  limited  to 
three  times  the  capital  stock— The  State  transfers  its  interest  to  the  Mississippi  Railroad  Com- 

Eany— Capital,  circulation,  loans  and  discounts,  1833-41 -Mississippi  Union  Bank,  a  real-estate 
ank— Loans  to  be  negotiated  through  bonds  cf  the  State— Nicholas  Biddle  sells  the  bonds- 
Circulation— Management  visiouary— Report  of  Governor  to  the  Legislature— Bonds  repudiated  by 
the  State. 

Illinois iv 238 

Only  a  State  bank  permitted  by  Constitution  of  1818— Incorporation  of  the  State  Bank  of 
Illinois — Subscriptions— Bank  never  organized— State  Bank  of  Illinois,  1821— A  loan  bank— Notes 
made  receivable  for  taxes— Method  of  lending— Notes  depreciate— Loss  to  the  State,  $400,000— 
Attempts  to  recall  loans— Notes  burned— The  Wiggins  loan— The  bank's  affairs  closed— No  banks 
1831-1835— A  new  State  Bank,  1835— Charter— The  State  to  hold  stock— State  interest  in  the  Bank 
of  Illinois  at  Shawneetown— Extensive  internal  improvements— State  subscribes  $3,0i  0,000  to  the 
two  banks— Both  made  agents  of  the  State— Notes  of  the  bank  receivable  for  taxes  and  all  public 
dues— Suspension  of  specie  payments— Loans  to  the  State— Failures  of  the  banks  1842— Depre- 
ciation of  notes— Bank  paper  refused  acceptance  by  the  State — Plans  for  liquidation— State 
stocks  canceled — Prohibition  of  State  Bank  by  Constitution. 

Tennessee 238 

Varied  banking  experience— State  Bank  of  Tennessee,  1820— A  loan  bank— To  issue  bills  upon 
security  of  borrower— Notes  guaranteed  by  the  State— General  Jackson's  denunciation  of  the  bank 
—Irregularities  in  management— Closed  in  1832— The  Union  Bank,  1832— Planters'  Bank— New 
State  Bank  of  Tennessee,  1838— State  sole  owner— Obligations  of  the  new  bank— Gov.  Johnston's 
recommendation— Investigation— Statement  of  the  conditions  of  the  bank— Profits  less  than  6  per 
cent,  per  annum— Affairs  of  the  bank  closed— Depositors  lose— Notes  paid  in  full. 

Alabama .' 238 

Constitution  favorable  to  banking  by  the  State— Incorporation  of  the  Bank  of  the  State  of 
Alabama,  1820— State  to  own  two-fifths— Failure  to  secure  subscriptions— A  second  attempt,  1828— 
Capital  furnished  wholly  by  the  State— Circulation  at  discretion  o(  President  and  Directors- 
Funds  set  apart  for  the  capital— Money  to  be  loaned  apportioned  among  the  counties— Branches — 
Amount  of  capital,  circulation,  etc.— Debts— Reduction  of  circulation— Scandal  in  reference  to  the 
bank's  affairs— Charter  expired  1845— Loss  to  the  State— Constitution  1867  forbids  State  banks. 

Louisiana ...  240 

Bank  of  1818— State  interest  small— Bank  of  Louisiana  1824— State  subscribes  one-half  of  cap- 
ital—Profits  to  the  State— Stock  sold  to  redeem  bonds— Union  Bank  of  Louisiana  incorporated  in 


xiv  TABLE    OF     CONTENTS. 


FAGS 

1832— Actual  capital,  $7,000,000,  derived  from  sale  of  bonds  issued  by  the  State— $10,000,000  Bonds 
issued  in  aid  of  the  Consolidated  Association  and  Citizens'  Bank— Position  of  the  State  as  a  stock- 
holder—Failures 1842— Liquidation  of  banks— Reorganization  of  Citizens'  Bank— Banking  busi- 
ness renounced  in  the  Constitution  of  1852— Circulation  of  banks,  1835-62. 

Georgia, 241 

Early  banking  experience— Bank  of  the  State  of  Georgia— State  subscriptions— Bank  of  Darien 
— State  also  interested  in  Bank  of  Augusta,  Planters1  Bank  of  Georgia— Complaints  of  financial 
distress  about  1825— Attempts  to  relieve  it— Objects  of  the  State  in  establishing  the  Central 
Bank  of  Georgia  in  1828— Condition  of  the  bank— Capital  increased  by  addition  of  the  State  share 
of  the  surplus  revenue— Circulation— Difficulty  in  closing  the  bank's  affairs— Loss  to  the  State. 

.Florida 24S 

Banks  chartered  by  Territorial  Legislature— Bank  of  Pensacola— Southern  Life  Insurance  and 
Trust  Company,  Union  Bank  of  Florida— State  not  a  stockholder,  but  loaned  credit  in  the  shape  of 
bonds— Union  Bank  of  Florida— Subscriptions  and  conditions  of  organization— Sale  of  bonds — 
Imprudent  management— New  issue  of  loans— Question  raised  as  to  right  of  a  Territory  to  charter 
banks— Investigation  by  the  Senate— Attempt  oi  territorial  banks  to  secure  recognition— The  State 
disregards  their  claims. 

Arkansas 245 

The  Constitution  provides  for  banking  by  the  State— Plans  for  a  State  bank— Capital— Plan 
interfere-1  with  by  the  panic  of  1837— Sources  of  capital— Object  of  the  bank— Post  notes— Difficulty 
in  selling  bonds— Condition  of  the  bank— Resumption  of  specie  payments,  1839— Notes  of  distant 
branches  paid  out— Attempt  to  establish  new  branches— Second  suspension  of  specie  payments — 
Troubles  of  the  bank— The  bank  in  liquidation— Treasury  warrants  issued— Gov.  Drew's  message — 
Attempt  to  collect  debts  due  the  bank— Accounts  of  the  bank  with  the  State. 

The  Real  Estate  Bank— An  act  to  establish  a  real-estate  bank— Subscriptions  secured  by  mort- 
gaging real  estate— Capital  realized  by  sale  of  bonds — Suspend  specie  payments — Reason  given  by 
the  bank's  President— Expansion  of  circulation— Depreciation  of  currency — Difficulty  in  collecting 
debts— Circulation,  loans  and  discounts  1840-1844— Assignment  of  the  bank— Price  of  bonds  and 
notes— Assets  of  the  Real  Estate  Banks — Unredeemed  bonds  funded  by  the  State. 

Missouri 249 

Constitution  on  banking — Establishment  of  loan  offices — Unconstitutional— Bank  of  the  State 
of  Missouri,  1837— Circulation  limited—  mount  of  coin  and  circulation— Did  not  suspend  specie 
payments  1839— Capital  of  bank  and  its  branches- Circulation  1833— Constitutional  inhibition 
against  other  banks  removed  1854— Constitution  of  1875  prohibits  State  ownership  of  banks. 

COMPARISON  SYSTEMS  AND  SPECIAL  FEATURES 250 

Classification  of  State  banks— State  interest  in  capital  and  share  in  management  large — Real  es- 
tate and  property  banks— Capital  secured  by  sale  of  State  bonds— Stockholders  principal  borrowers 
— Entire  capital  furnished  by  some  States — Loan  certificates  like  colonial  issues— Branches  operated 
by  all  the  banks— Connection  between  branches  and  parent  bank — Stimulus  given  to  State  banks 
by  the  distribution  of  the  surplus. 

STATUS  WHEN  NATIONAL  BANKING  SYSTEM  INAUGURATED  251 

Condition  of  these  banks  when  national  system  was  introduced — A  great  many  already  out  of 
existence— Institutions  remaining— Mass  of  debts  left  behind. 


NEW  ENGLAND  BANK  CURRENCY. 

BANK  NOTE  ISSUES  IN  COLONIAL  NEW  ENGLAND 254 

Scarcity  of  "  coyne "  in  Massachusetts,  1686— A  short-lived  bank  the  remedy — Proposals  of  the 
General  Court  in  1701-1714,  demand  for  private  bank  based  on  real  estate — Issue  of  bills  by  the 
Province — Private  issues  forbidden  by  ParUament— Other  provincial  issues  1716,  1721,  1728 — Issues 
bymerchants  of  Boston,  1733 — LandBank,  andspecie  or  silver  bank,  1740 — Opposition  to  Land  Bank 
by  the  government  of  the  Colony — Institution  closed  by  act  of  Parliament — Silver  bank  circulation 
prohibited  by  Parliament— Note  issues  in  New  Hampshire— Notes  of  an  uncertain  aad  sinking 
value— Statute  against  them  by  the  Legislature— Rhode  Island  loan  issues  carried  to  the  extreme- 
First  bank  1,40 — Other  issues — Issues  of  bills  by  the  Colony  of  Connecticut — New  London  Society 
nnited  for  trade  and  commerce— Charter  repealed  for  imitating  Colonial  notes— The  Colony  redeems 
the  company's  notes  and  loans  out  Colonial  notes. 

MASSACHUSETTS  STATE  BANK  CURRENCY     255 

Bank  of  North  America  granted  a  charter  in  Massachusetts— Massachusetts  Bank,  1784— Circu- 
lation of  notes— Directors  neld  liable  for  excessive  issues— Union  Bank  of  Boston— State  subscrip- 
tions to  capital— Loans  to  the  State— Other  charters  granted— State  largely  interested  in  banking— 
Nantucket  Bank — Merrimac  Bank— Restraining  Act  of  1799— Prohibition  against  notes  less  than 
$5  repealed  1805 — Percentage  of  small  notes  to  circulation  increased — Reports  required — Growth  of 
banking  system— 1805-1810,  circulation  unstable— Crisis,  1839— Contraction  of  currency— Provisions 
against  counterfeiting— Effect  of  the  expiration  of  the  charter  of  the  Bank  of  the  United  States — 
Incorporation  of  banks  to  take  its  place— Charters  of  the  Merchants  and  the  State  banks,  1811 — 
Stockholders  liable  in  case  of  mismanagement — Circulation  limited  to  twice  the  capital — Condition 
of  banks,  1812— Increase  of  banks,  1822-1829—  Limitations  put  upon  them— Did  not  suspend  specie 
payments,  1814— Specie  drawn  to  New  England— Specie  held  by  banks,  1811-1814 — New  banks- 
Bank  failures— Bank  lav  of  1829— Circulation  and  debts  limited— Stockholders  liable— Deposit 
books— Banks  rechartered  1831— Increase  in  the  number  of  banks— Method  of  raising  capital— Bogus 
financiering— Stringency  of  money— Banking  system  buoyed  up  by  a  speculative  mania— Bank 
failures  1836-1837— Boston  banks  suspend  specie  payments— Scarcity  of  small  change  met  by  frac- 
tional notes— Legislature  legalized  suspension— After  January,  1839,  a  penalty  of  2  per  cent  for  not 
making  specie  payments —General  resumption— Frequent  bank  failures  during  period  of  liquida- 
tion—Mortality of  speculative  banks  1831-1845— More  efficient  supervision  necessary— Board  of 
Bank  Commissioners— Lesson  of  experience— Decrease  in  the  number  of  failures— Changes  in  the 
banking  laws,  1851— Free  banking,  1851— Conditions  of  organization— Notes  to  be  secured  by  de- 
posit of  public  stocks — Not  a  successful  measure — Manner  of  avoiding  the  law — Few  banks  incor- 
porated under  it— Bank  mania,  1850-7— Report  of  Bank  Commissioner— Excess  of  bank  capital 
promotes  speculation— Publicity  of  banks'  condition— Expansion  and  crisis,  1857— Contraction  of 
circulation— Strength  of  banks,  1861— Legislature  facilitates  transformation  of  State  into  National 
banks— Statistics  of  banks  of  Massachusetts. 

RHODE  ISLAND  STATE  BANK  CURRENCY 2fll 

Providence  Bank,  1791,  the  pioneer — Reasons  for  incorporating— Subscriptions  reserved  for 
State  and  United  States-No  mention  made  of  note  issues— Liability  of  Stockholders  limited— 
"  Bank  Process  "—Bank  of  Rhode  Island,  1795— Power  to  obtain  executions  against  the  estate  of 
debtors— Great  advantage  of  banks  over  othrr  creditors— Investigation  of  the  "  bank  process  " — 

*      The  Dartmouth  College  case— Power  of  banks  to  collect  debts  limited  to  that  possessed  by  indi- 


TABLE    OF    CONTENTS.  xv 

PAGE 

viduals — Number  of  banks  in  existence  1805— Note  issues  unrestricted — Attempts  to  do  away 
with  embezzlement  and  fraud — Cases  of  fraud— Regular  reports  demanded  by  the  Legislature — 
Circulation  limited  to  amount  of  capital  paid  in— The  Hope  Bank — Change  in  Ch^rer-—  Develop- 
ment in  banking  in  Rhode  Island,  1-20— Causes  for  rl  e  growth  of  banking— Effect  of  manufactur- 
ing depression  on  banks— Bank  failures—  Liability  of  stockholders  increased— Legislative  acts  in 
relation  to  banking— Bank  Commissioners  to  report  to  Legislature— Results  of  bank  examina- 
tions—suspension of  specie  payment,  183~ — Note  circulation  restricted  -Exchange  of  notes — Banks 
to  receive  their  own  notes  as  deposits— Circulation,  1837— Panic  of  1819  not  severe  on  the  Rhode 
Island  banks— Legislative  safeguards— Statistics  of  banks  of  Rhode  Island. 

CONNECTICUT  STATE   BA1VK  CURRENCY 265 

Hartford  Bank,  1793— Charter  modeled  after  Bank  of  New  York— Distrust  of  paper  money— 
Un;on  Bank  at  New  London — Charter— Issue  of  snail  notes -Solicitation  on  part  of  bank's 
managers— Redemption  of  notes  held  at  Boston — Union  Bank's  redemption  agent  in  Boston — Other 
banks.  New  Haven,  Mi Jdletown  and  Norwich— Proceeds  of  Revolutionary  stock  used  to  make 
subscriptions  to  bank  stock— Reports  req  aired— Charters  granted  to  other  banks -Limitations 
on  note  issues— Mainstay,  commerce  and  shipping— New  England  at  an  advantage  with  Sound 
Money— Movements  of  trade— Counect'cut  notes  hoarded— Issue  of  suspended  banks  f'lled  the 
vacuum— General  Assembly  grants  right  to  issue  po-t  notes — Conditions  of  the  Circulation— Facil- 
ities— Fractional  notes — Authority  to  issue  post  notes  withdrawn  -Firs'-  bank  failures —Incorpora- 
tion of  additional  banks — Provisions  of  charters  after  183<>—  Note  holder  first  lien  upon  bank 
acsets — Officers  of  bank  liable — Issue  of  small  notes  forbidden— Practice  of  forcing  circulation 
abandoued— Bank  Commissioners — Specie  reserve— Panic  or"  1857-  Contraction  of  circulation— Free 
Bank  act,  1852—  Preference  for  chartered  bank  system— Circulation  limited  to  125  per  cent,  of 
capital— Change  of  redemption  center  of  the  western  banks  from  Boston  to  New  York — Become 
National  Banks — Statistics  of  Banks  of  Connecticut. 

riANK  CURRENCY  OF  OTHER  JVE W  ENGLAND  STATES 268 

Maine  — 

Incorporation  of  Portland  Bank  1799— Other  banks  establ  shed -Banking  boom— Number  of 
banks  when  admitted  as  a  State— Circulation  limitations— Restrictions  l'>ose— Bank  failures- 
Banking  Law  of  1831— Liabilities  of  Directors  Circulation  of  notes  limited— Penalty  for  suspen- 
sion of  specie  payments— Bank  Commissioners— Bank  expansion  1-31— Speculative  character  of 
banking— The ''Suffolk  System""  of  redemption  a  check  on  excessive  issues— A  "•State"  bank 
proposed— Increase  in  number  of  banks — Cry  for  more  money— Failure  of  banks  1837— Reduction  in 
circulation  and  banking  capital— Loss  to  bill-holders  and  stock-holde  s— Law  prohibiting  small 
bills  defeated  by  bills  from  other  States — Limitation  of  1838 — Senate  Committee  on  Banks  184'i — 
Act  August  10,  1846 — Bank  charters  extended — Specie  reserve  defined — Penalty  for  over-issue  — 
Period  of  speculation  1800— Speculation  stopped  by  crisis  of  1857— Note-holders  secured— Statistics 
of  banks  of  Maine. 

New  Hampshire 272 

First  bank -New  Hampshire  Bank,  1792— Incorporation  of  other  banks— Original  charter  of 
the  Concord  Bank— Lack  of  data  as  to  depreciation  of  currency— Annual  reports  required— Capi- 
tal and  circulation  of  banks  1831— Limitations  on  circulation— Loans  to  stockholders  on  stock- 
Pledges  on  stock  deemed  a  diminution  of  capital— Quarterly  reports  required— Small  notes  for- 
bidden—Decrease  in  number  of  banks— Statistics  of  banks  of  New  Hampshire. 

Vermont '. 273 

Reasons  for  creation  of  the  Vermont  State  Bank— Its  organization  and  subsequent  history — 
Bank  process  similar  to  Rhode  Island — Bills  made  legal  tender  for  taxes— Taxes  levied  by  State  to 
redeem  bills  of  the  b  ink— Loss  to  State— Eank  of  Windsor— Stockholders  liable— Incorporation 
of  other  banks— General  banking  statute  1831— Specie  payments  required— Statistics  of  banks  of 
Vermont— Deposits,  circulation— Directors  required  to  give  bonds— A  Safety  Fund  Act  183 1  — 
Object  of  it  -Conditions  and  provisions  of  the  Act— In  1842  banks  reh>ved  from  contribution*  to 
the  Safety  fund  by  the  substitution  of  directors'  bonds— Requirement  for  the  payment  of  capital- 
Tax  on  Capital  instead  of  profits— Tax  remitted  to  banks  keeping  deposit  at  Boston— First  recog- 
nition of  the  .\uff oik  banking  system- Essex  bank— Report  of  the  Committee  of  the  General 
Assembly— Circulation  limited  to  twice  capital. 

CURRENT  REDEMPTION 276 

Development  of  bank-note  redemption— D.  R.  Whitney  on  the  Suffolk  Bank— Difficulties  of 
banking  in  early  days— Depreciation  of  notes— Early  methods  of  ban  King — Foreign  and  current 
money— Boston  Exchange  office — Object  of  the  institution— Attempt  to  enforce  redemption  of 
foreign  notes— Caused  failure  of  several  banks— Boston  notes  hoarded— Method  of  using  foreign 
notes— Attempt  to  reduce  the  loss  and  expense  of  discounting— The  proposition  of  the  New  Eng- 
land Bank. 

The  Suffo  k  Bank  System 277 

New  England  bank's  system  not  altogether  satisfactory— Incorporation  o<;  Suffolk  Bank- 
Report  of  the  bank's  committee  on  foreign  exchange— Plan  of  the  system— Competition  lowers 
the  discount — Country  bank  bills  still  kept  in  circulation — Statement  of  Boston  Banks'  circula- 
tion and  capital  in  comparison  with  country  banks— Report  of  a  committee  of  the  Directors  of 
Suffolk  bank— Agreement  between  Suffolk  bank  and  other  Boston  banks— Conditions  of  the 
agreement— Opposition  of  country  banks  to  the  system— Deposits  with  the  Suffolk  bank— Effects 
of  the  system  noon  the  circulation  of  the  country  banks— Increase  in  circulation  of  Boston  banks 
— Method  of  dealing  with  refractory  banks— Hostility  to  the  system  abates— Position  of  tho 
Suffolk  bank— Maine  banks  bitterly  opposed  to  the  system— Report  of  the  Maine  Bank  Com- 
missioners opposed  to  the  Suffolk  bank— Later  opinions  from  the  Maine  Commissioners  favor- 
aDle— Method  of  redemption— Increase  in  redemption  business — Attempt  to  reduce  the  b  tsineps 
— Sub-system  of  redemption  in  Rhode  Island  through  the  Merchants'  bank—  Kffer t  of  the  sus- 
pension of  specie  payments  upon  the  Suffolk  system— Expenses  of  the  bank  in  redeeming  notes 
— Comparison  of  expenses  or  the  two  systems,  National  and  Suffolk— Comparison  of  the  two 
systems  in  other  respects— Amounts  redeemed.  1831-1858. 

The  Bank  of  Mutual  Redemption 281 

Success  of  the  Suffolk  bank— Attempt  to  establish  a  co-operative  redemption  bank— Satis- 
faction with  the  Suffolk  b v.-T— Org -im.^aMon  of  the  Bank  of  Mutual  Redemption,  1855 — Provis- 
ions of  the  charter— Admitted  to  the  Clearing-house— Friction  between  the  two  redemption  agencies 
— Opinions  of  officers  concerning  the  system— Agreement  between  the  two  redemption  agencies— 
The  business  divided— Bank  redemptions  fall  off— Complaint  of  the  Maine  Bank  Commissioners 
— Approbation  of  the  system — Comments  of  Maine  Bank  Commissioners. 

STATUS  WHEN  SUPERSEDED  BY  NATIOXAL.  BANK  SYSTEM 288. 

Well-organized  bank  currency  in  New  England— Based  upon  the  banking  principle- 
Conditions  of  the  bank  circulation— A  single-currency  system,  through  the  agency  of  commercial 
enterprise— Significance  of  New  England  bank  Currency— Two  features  of  system— An  ideal 
system— Loss  to  note  holders  small— Comment  of  Massachusetts  Report,  1865. 


2m  TABLE    OF    CONTENTS. 

PAGE 

WE  W  YORK  BANK    CURRENCY 285-308 

History  of  banking  considered  under  three  heads  :  (1)  Prior  to  1829,  (2)  Safety-Fund,  fit)  Free 
banking— Banking  regarded  as  a  monopoly— Subject  to  political  interference— Politics  divorced 
from  banking. 

BANK   CURRENCY  PRIOR  TO   1829 286 

Prior  to  the  War-  of  1812 286 


Earliest  banks— The  Manhattan  Company— Peculiar  conditions  of  charter— Expiration  of  the 
United  States  Bank  charter— Increased  number  of  banks— Bank  of  North  America— Bonus— 
Colleges  of  the  State  authorized  to  .subscribe  for  the  stock— Debts  limited— Table  of  banks,  where 
incorporated  and  amount  of  capital—Fifteen  of  the  nineteen  in  existence  1865— Circulation  of  each 
bank  unlimited  and  practically  unguarded— Restraining  Act  of  1804. 

Period  181-4-1829 287 

Suspension  of  Specie  Payments  1814— Effect  of  second  U.  S.  bank  on  resumption— Mr.  Gal- 
latin's estimate  or  increased  Siate  bank  circulation— Small  basis  for  estimates  of  circulation  in 
New  York— Banks  chartered  1812-19 — Bank  of  Niagara  required  to  pay  specie— Charters  subse- 
quently granted  contained  such  requirement— Gov.  Clinton's  message— Restraining  Act  1804 — Its 
object— Issue  of  notes  by  individuals  and  business  houses— The  evils  of  it— Restraining  Act  of 
1818— Restricted  note  issuing— Repealed  in  1837— Banking  in  this  period  attended  by  eight  bank 
failures. 

"SAFETY  FUND"  BANK  NOTES 288 

No  bank  charters  1826,  '27,  '28— Expiration  of  bank  charters,  1829-1833 -Attempt  to  secure 
renewal— Gov.  Van  Buren's  message,  1829  -  Time  for  reform  in  banking — Gov.  Van  Bnren  presents 
a  plan— Suggested  by  Hong  merchants  in  Canton. 

^Legislation 258 

Recommendations  favorably  received  by  legislature — Safety  Fund  Act  based  on  them. 
182ih—  Leading  features  or  the  Act— Payment  of  one-half  per  cent,  annually  until  3  per  cent,  of 
stock— The  Bank  Fund  to  be  invested  by  the  State— To  pay  all  debts  of  failed  banks— Method  of 
procedure — Deficiencies  in  the  fund  to  be  made  up  by  assessments— Appointments  of  bank  com- 
missioners—Circulation of  banks  limited  to  twice  capital 289 

1837.— Act  of  183?  authorized  immediate  payment  of  notes  of  any  insolvent  bank— Final  assets  of 
insolvent  banks  to  be  used  to  reimburse  the  bank  fund— If  not  sufficient,  then  to  be  made  up  by 

assessment- -Suspension  of  specie  payments  authorized— Circulation  re.- tricted 289 

184:0.— Redemption  of  notes  in  Albany  or  New  York— Discount  not  to  exceed  %  per  cent —  289 

184:1.— Proposals  of  bank  commissioners — (1.)  Redemption  of  notes  to  be  considered  an  absolute 
reduction  of  fund — To  be  reimbursed  by  renewed  subscriptions — (2.)  Assets  of  insolvent  bank  to 

be  sold  at  auction— First  adopted  by  legislature — System  shaken  by  failures  of  1841-42  289 

J  842. —The  failure  of  nine  banks  caused  Fund  to  be  applied  to  redemption  of  n-tes  only — Assess- 
ments not  sufficient  to  meet  amount  charged  against  the  Fund — Redemption  of  notes  of  insolv- 
ent banks  in  order  of  injunctions— Advance  contributions  to  Fund  made  in  the  notes  of  an  in- 
solvent bank  at  par— This  an  advantage  to  banks,  but  not  to  individuals 289 

1843.— Registered  and  countersigned  notes  substituted  for  unrecorded  issues —Office  of  Bank 

Commissioner  abolished 290 

1845.— Comptroller  authorized  to  issue  stock  on  behalf  of  the  State  to  redeem  notes  of  insolvent 

Safety  Fund  banks ...  290 

1846.— Constitution  of  1846— Motes  a  first  charge  upon  assets  of  banks— Stockholders  he'.d  indi- 
vidually liable 290 

1848.— By  this   Act   banks  having  capital  over  «200,000  to  issue  notes  to  amount  of   paid  up 

capital — Increase  to  be  secured  by  pledge  of  stacks 290 

18 1>6.— Superintendent  of  Banking  directed  to  pay  circulation  of  faLed  banks  from  safety  fund 
still  remaining 2C0 

Experience  ... 290 

Establishment  of  new  banks  under  the  Act  of  1S29— Attitude  of  New  York  City  Banks— No 
extension  of  charters  except  under  Safety  Fund  Act— Chartering  of  new  banks— Total  banks 
under  Safety  Fund. 

First  Resort  to  the  Snfety  Fun? 291 

First  use  of  the  Safety  Fund  1837 -Injunction  against  three  Buffalo  banks— Their  notes 
received  in  payment  for  canal  tolls  and  all  other  debts  to  the  State— Amount  of  notes redeemed- 


Safety  Fund  reimbursed— Two  bank  charters  repealed  by  the  legislature— Notes  of  these  banks 
received  by  the  State  in  payment  for  debts— History  of  the  L  ckport  and  Sackett's  Harbor 
banks— These  banks  settle   indebtedness  due  to  Safety  Fund— Safety  Fund  practically  intact 


1840. 

Disastrous  Failures 291 

List  of  failures  from  1840-1842— Redemption  of  notes  of  the  first  three  bank  failures— Inter- 
pretation of  the  Comptroller  concerning  the  Safety  Fund— The  condition  of  the  Safety  Fund,  1811 
— Interpretation  of  the  bank  commissioners — A  call  for  contributions  from  banks,  1842 — Impossi- 
ble to  utilize  any  portion  of  the  Bank  Fund  for  redeeming  notes  of  successive  bank  failures — Act 
of  1842,  the  right  of  banks  to  anticipate  their  annual  contributions  for  four,  five  and  six  years- 
Taken  advantage  of — Contributions  advanced  draw  7  per  cent,  interest — Safety  Fund  increased  by 
half  a  million  dollars— Exchange  of  7  per  cent,  bank  fund  stock  for  notes  of  insolvent  banks- 
Comptroller  enjoined,  1843— Intention  to  protect  the  interests  of  the  depositors  of  banks  first  fail- 
ing—Bank fund,  1844— Act  of  April  23,  1845,  authorizing  Comptroller  to  issue  stock  for  the  pay- 
ment of  demands  against  the  fund— Attempt  to  settle  ail  charges— Total  redemptions  to  September 
30,  1850. 

Payment  of  Other  Creditors  than  Note  Holders 294 

Act  of  1845  recognized  liability  of  the  Fund,  not  only  as  toward  holders  of  notes,  but  also  to 

Seneral  creditors— State  stock  to  be  issued  to  pay  off  depositors— Estimates  of  receivers,  Decem- 
er,  1845— The  method  of  settlement  followed  by  the  Comptroller,  pay  all  debts  of  less  than  $1,000 
in  cash  ;  issue  stock  for  the  remainder— The  first  application  of  Safety  Fund  to  debts  other  than 
circulation— Number  of  bank  accounts  settled,  1845— Amounts  paid  out  in  settlement  of  debts 
other  than  circulation— Only  two  banks  able  to  settle  debts  without  calling  upon  the  Bank  Fund 
for  assistance— Contributions  of  solvent  banks  exceeds  current  demands,  1850— Demands  upon  the 
Safety  Fund— Report  of  the  Receivers  as  to  the  amount  of  assets  sold  and  on  hand— The  dif- 
ficulty of  disposing  of  assets— Assets  turned  into  Safety  Fund  by  agents— Amount  thus  realized— 
Application  of  Comptroller  for  authority  to  sell  assets— Summary  of  transactions  bet  ween  insol- 
vent banks  and  the  Safety  Fund— Safety  Fund  after  these  payments  afforded  little  security  to 
note-holders— Future  contributions  practically  mortgaged  to  pay  Bank  Fund  stock— Failures  of 
the  remaining  period  few— Canal  Bank  of  Albany,  1848  -Lewis  County  Bank,  1854— Crisis  of  1857 
—Effect  upon  Safety  Fund  banks— Failure  of  Bank  of  Orleans,  Reciprocity  Bank— Yates 
County  Bank— Report  of  the  Superintendent  of  Banks,  1867— Total  contributions  to  Safety  Fund, 


TABLE    OF    CONTEXTS.  xvii 

PAGE 

$3,104,993.51— Total  payments,  $2,600,000— The  remainder  paid  out  as  interest  for  advances  to  the 
fund  in  1845-6. 

Defects  and  Remedies 216 

Political  Charters.— In  1838  special  banking  charters  give  way  to  general  banking  law— Banking 
theretofore  regarded  as  a  monopoly— Considered  as  political  spoils— Legislative  struggles  over 
the  granting  of  bank  charters— Distribution  of  bank  stock  intrust  d  to  Bank  Commi-sioners— 
A  great  deal  of  dissatisfaction— The  means  and  methods  employed  kd  to  unsound  and 
deceptive  management— Speculation  in  bank  st  ck— Real  strength  of  th-)  system  in  old 
banks— None  of  the  older  banks  failed— Of  the  sixty-four  new  bulks,  sixteen  afterward 
failed. 

Speculative  B an kinq.— -Period  of  excessive  speculation  aft?r  expiration  of  charter  of  United 
States  Bank— Speculative  mania  injures  bank  business— One-half  of  the  banks  chartered  in  the 
speculative  years  1834-1830,  afterward  failed— Failures  traceab.e  to  mismanagement. 
Over-Issues.— Safety  of  the  system  demanded  more  perfect  security  against  fraudulent  over- 
issues — Circulation  of  safety-fund  banks  moru  closely  limited  in  1837 — Redemption  of  the  notes  of  the 
City  Bank  of  Buffalo— Commercial  Bank  of  Buffalo— The  over-issues  of  Bank  of  Buffalo— Cause  of 
injunction  in  1841 — Issues  of  this  bank  £235,54''  in  excess — Over-issues  cf  these  two  banks 
cost  the  Safety  Fund  $252, G47— Discrepancy  between  reports  of  the  ban^s  and  actual 
circulation. 

Application  of  the  Safety  Fund— An  illogical  use  of  the  Safety  Fund— Its  application— Mistaken 
basis  for  assessment— Conditions  of  assessment — Strong  banks  unduly  burdened  to  guarantee 
the  notes  of  the  weak  ones— Should  have  been  based  upon  circulation  instead,  of  capital — 
Grounds  of  complaint  by  the  larger  New  York  Banks. 

Results 093 

Hypothetical  results  of  the  Safety  Fui  d  had  it  been  perfected  earlier— In  actual  practice  Safety 
Fund  depleted  by  drafts  not  consistent  with  proper  legislature— (l)  Other  debts  than 
circulation  paid— (2)  Amount  of  illegal  issues  redeemed— (3)  Safety  Fund  depleted  by 
interest— The  probable  results  of  the  Safety  Fund  with  proper  legislation— First  lien  of  notes 
authorized  by  the  Constitution,  1 846— Assessments  being  paid  on  the  constantly  diminishing 
capital— If  the  Safety  Fund,  as  perfected  by  1846,  had  remained  untouched,  every  dollar  of 
circulation  would  have  been  kept  good,  1*29-1865. 

Why  the  Safety  Fund  was  Superseded 299 

Special  charters  had  given  rise  to  abuse— The  system  abandoned  in  1838— Superseded  by  general 
bank.ng  law— No  special  charters  granted  after  this  law— Safety  Fund  system,  1838-1863 
existed  with  banks  incorporated  under  the  general  law— Abandonment  of  the  system  took 
place  before  any  real  failure. 

BOND  DEPOSIT  SYSTEM— "FREE  BANKING" 299 

Political  situation  in  New  York  prior  to  1838— Result,  free  banking  after  1838— Safety  Fund 
system  discarded  because  advocated  by  political  opponents— Object  of  free  banking  to  do  away 
with  monopoly. 

legislation 300 

1838.— Free  Banking  Act— The  conditions  of  the  Act— Note  issues  to  be  secured  by  deposits 
of  bonds  and  mortgages— Each  association  to  determine  amount  of  capital— $100,000  paid  up  re- 
quired—No special  amount  of  securities  required  to  be  deposited— Comptroller  authorized  to  apply 
deposited  trust  funds  to  the  redemption  of  notes  of  insolvent  banks— State  not  liable  beyond 

proper  application  of  the  securities  pledged  300 

1840.— New  York  and  Albany  made  redemption  centers— The  wave  of  repudiation  of  Stato 
indebtedness — Uncertainty  of  stocks  of  other  States  held  as  securities— This  leads  to  the  Act  of 
May  14,  1840— All  other  stocks  except  those  of  New  York  excluded  from  deposit— Stocks  of 
other  States  already  deposited  not  required  to  be  replaced  by  New  York  State  stocks— Neces- 
sary to  deposit  securities  to  the  amount  of  $100,000  before  commencing  business— 12J^  per  cent. 

specie  re  erve  requirement  repealed S00 

1841.— Act  of  March  15,  1841— Payment  pro  rata  of  all  circulating  notes— Annual  reports- 
Retirement  of  circulation  facilitated 303 

1843.— Office  of    Bank   Commissioner  abolished— Quarterly   reports  to  the   Comptroller   rc- 

3uired 300 
844.— No  individual  banker  to  receive  circulating  notes  until  he  has  deposited  $50,000  seciui- 

ties— Reports  to  Comptroller  defined 301 

184G.— State  Constitution  required  ample  security  for  redemption  of  circulating  notes  in 
specie— Shareholders  of  note  issuing  banks  responsible  to  the  amount  of  shares— Bill  nolders  en- 
titled to  preference  in  case  of  insolvency 301 

1847.— Method  of  calling  for  quarterly  reports  changed 301 

1848«— All  banking  associations  or  individual  bankers  required  to  be  banks  of  discount,  de- 
posit as  well  as  of  circulation — Method  of  report — New  York  stocks  to  be  made  equal  to  6  per  cent, 
stock — Basis  of  mortgages  raised  to  7  per  cent.— Other  conditions  of  receiving  mortgage  securities  301 
1849.— Double  liability  of  stockholders— United  States  6  per  cent,  stock  admitted  for  deposi; 
on  equal  terms  with  New  York  stocks— One-half  of  the  stocks  deposited  must  be  of  New  York 
State. 

1850.— Method  of  final  distribution  of  Funds  more  definitely  described— Six  years  after  salo 
of  securities,  balance  of  Fund  to  be  put  to  credit  of  outstanding  certificates  if  the  notes  previous  j 

redeemed  have  not  been  redeemed  at  par 301 

1831.— Organization  of    bank  department— Superintendent  of    Banks  authorized— Reports    to 

be  made  to  him— City  of  Troy  added  to  redemption  cities 301 

1*6."*.— Bonds  and  mortgages  discarded  as  basis  for  circulation —Securities  to  be  deposited 
limited  to  stocks  of  New  York  and  United  States -Two-thirds  of  stocks  might  be  United  States 
stock 301 

Experience.... 301 

Amount  of  capital  and  stock  subscribed  under  the  new  law — Amount  of  circulation— Increase 
— Evidence  of  trouble — Effort  of  Comptroller  to  make  securities  meet  circulation— Failure  of 
banks— Different  kinds  of  bills  in  circulation — Report  of  Comptroller  Fillmore— \verage  price  of 
bonds  and  mortgages  held  as  securities— Recommends  the  withdrawal  of  all  securities  except  New 
York  stocks— Comptroller's  report  1844— Application  for  individual  banks— Origin  of  individual 
banks— The  discount  allowed  by  law— An  inducement  for  their  establishment  -Banks  for  circulation 
only— Report  of  Senate  Committee  1815— Legislation  1818  requires  that  all  banking  shall  be  for 
discount  and  deposit,  as  well  as  circulation— Tabular  statement  of  data  as  to  failed  banks  under  Free 
Banking  System. 

Defects  and  Remedies 803 

Safety  Fund  experience  made  it  possible  to  avoid  mistakes— Peculiar  defects— Acceptance  of 
public  stocks  created  a  market  in  New  York— Result  of  sales  of  securities  to  1819— On  forced  sale 
securities  depreciate — Inducements  to  exploit  credit —Law  encouraged  petty  banking — Crises  forced 
upon  the  market  a  large  amount  of  securities— Rigidity  of  circulation— Legitimate   demands  for 


xviii  TABLE    OF     CONTENTS. 

PAGE 

larger  circulation  obstructed  by  advance  in  price  of  securities— Lack  of  mutual  support—Note 
holders  suffered  losses  because  of  it. 

Remedies 304 

Defects  corrected  by  subsequent  legislation— Act  of  1848  fixes  as  the  basis  6  per  cent,  stock  at 
par— Mortgages  discarded  as  security,  1863— Terms  earlier  made  so  strict  as  to  discourage  deposit 
of  mortgages— Other  defects  corrected  in  leaislation  of  1840-44— No  reform  as  to  rigidity  of  circu- 
lation ahdfmutual  support  of  banks— Margin  of  availability. 

Results 305 

Legislation  to  remedy  defects  prompt — Most  of  the  disasters  in  first  12  years  of  system's 
existence— Actual  loss  to  note  holders  previous  to  1850,  $27,200  per  year— 18ol-6.\  $4,800  per 
annum— System  worked  well— Comparison  of  Safety  Fund  and  Free  Banking  systems. 

SAFETY  FUND  vs.  BOND  DEPOSIT  SYSTEM 305 

(A)  As  to  Security. 

Little  preference  in  matter  of  security  between  the  two  systems — Safety  Fund  avoided  unsup- 
ported responsibility  of  individual  petty  institutions. 

(B)  As  to  Cost. 

Comparison  of  cost  and  trouble  of  circulation  under  the  two  systems—  The  Safety  Fund 
system  a  kind  of  insurance  assessment— The  average  loss  by  investment  required  under  the  bond 
deposit  plan— The  Safety  Fund  system  the  more  economical. 

(C)  As  to  Elasticity. 

Borrower  mainly  interested  in  rates  at  which  he  can  secure  advances  when  he  most  needs 
them— Elasticity  the  essential  feature  of  the  Safety  Fund  System— Comparison  by  chart  of  two 
systems,  percentage  of  circulation  to  capital. 

STATUS  WHEN  SUPPRESSED  BY  FEDERAL  LEGISLATION   305 

New  York  State  Bank  currency  closed  by  Act  of  1863— Effect  of  State  bank  tax,  1865— No  loss 
to  note  holders,  1791-1815— 1815-1829,  loss  cannot  have  exceeded  1^4  per  cent,  of  circulation— His- 
tory of  Safety  Fund— Panic  1837— Losses  to  note  holders,  1829-1866- -Improvements  in  the  Free 
Banking  system,  1861— A  model  for  Secretary  Chase's  plan— Changes  in  the  system— Counterfeit- 
ing under  the  system— Neither  system  perfect— The  Free  Banking  system  tenls  to  correct  its 
faults— Position  of  New  York  currency— In  circulation  alongside  National  Bank  notes— State  bank 
tax  closed  the  chapter. 

CANADIAN   BANK-NOTE    CURRENCY. 

CONDITIONS  PRIOR  TO  1867 310 

Free  Banking 310 

System  of  1851  based  on  N.  Y.  law — Banks  incorporated  under  act  required  to  deposit  govern- 
ment bonds  to  amount  of  $100,000— Notes  to  par  value  issued— Only  five  banks  ever  established  under 
this  act— Incapable  of  competition  with  other  chartered  Canadian  banks— Cease  to  exist  by  I8i7 
— Effort  to  reduce  circulation  of  chartered  banks  and  extend  use  of  government  bonds  as  a  basis. 

Tax  on  Circulation 310 

Annual  tax  of  1  per  cent,  made  to  apply  to  excess  of  notes  over  bullion  and  government  bonds 
held  by  banks— This  to  encourage  larger  holdings  of  government  bonds. 

Provincial  Notes 310 

Provincial  notes  issued  1866— To  supplant  bank  issues— Province  to  pay  bank  surrendering  notes 
5  per  cent,  on  amount  surrendered  until  charter  expired— Government  bonds  to  be  exchanged  for 
Provincial  notes— Bank  of  Montreal  alone  accepts— Agitation  for  moie  privileges. 

SITUATION,  1867 311 

Confederation,  1867—40  bank  charters  in  force— Had  right  to  issue  circulating  notes  unsecured 
by  special  deposit— Limited  by  aggregate  capital  plus  amount  of  specie  and  government  bonds 
held— Diversity  of  charters. 

ACT  OF  1871 311 

Attempts  at  banking  legislation— General  Banking  act,  1871 — Limited  to  ten  years— Capital  of 
$500,000  required— $100,000  must  be  paid  up— Note  circulation,  not  to  exceed  unimpaired  paid- 
up  capital — Denominations  not  to  be  less  than  $4— Bank  to  receive  notes  at  par  in  payment  to 
any  or  its  branches— Only  obliged  to  redeem  notes  at  place  where  made  payable — Tax  not  to  apply 
to  banks  under  this  act — Charters  enforced  double  liability  of  stockholders,  including  all  obligations 
— Monthly  reports  required. 

ACT  OF  1880 311 

Act  of  1871  revised  and  re-enacted— Circulating  notes  of  insolvent  bank  made  a  first  charge 
npon  assets— This  an  important  step— Bank  failures,  1871-1881— Effect  upon  depositors  and  note- 
holders—Bank failures,  1881-1891— Notes  all  redeemed— Depositors  better  than  in  previous  period. 

BANK.  ACT  OF  1890— THE  PRESENT  LAW ....312 

Question  of  renewing  charters — Conference  of  bankers — The  Bank  Circulation  Redemption 
Fund  suggested. 

•The  Reserve  Question 312 

The  Government  proposes  a  fixed  minimum  cash  reserve— Opposition  of  the  bankers  leads  to 
its  abandonment. 

Principal  Details  of  the  Act 31$ 

Capital  stock— Not  less  than  $500,000,  one-half  paid  up  in  cash  and  temporarily  lodged  with 
Minister  of  Finance— Dividend  not  to  impair  paid-up  capital— No  dividend  above  8  per  cent,  until  30 
per  cent,  reserve  fund— Reserves.  40  per  cent,  to  be  held  in  Dominion  notes— Shareholder's  liability 
equal  to  stock  subscribed— Note  issues— Penalties  in  1883— Notes  a  first  charge— No  bonds  required 
as  special  security— Redemption  fund  of  5  per  cent,  of  circulation  deposited  with  the  Finance 
Department— To  draw  3  per  cent,  interest— In  ;cases  of  suspension  notes  draw  interest  at  rate  of  6 
per  cent.— Advances  from  Redemption  Fund  to  be  paid  from  assets  of  bank— Other  banks  to  make 
np  the  amount  to  5  per  cent.— Assessments  not  over  1  per  cent,  in  any  one  year— Redemption  agen- 
cies—Monthly reports— No  tax  on  circulation. 

SPECIAL  FEATURES 314 

Act  of  1890  extended  10  years -Merchants'  Bank  of  Prince  Edward  Island— Number  of  chartered 
banks  39—  Corresponding  to  490  local  banks  in  United  States,  through  the  use  of  branches 

Proportion  of  Circulation  to  Capital 814 

Tables— Charts— Overissue  prohibited  by  fine. 

Emergency  Expedients 815 

Methods  of  evading  fine  for  overissue  and  yet  accommodating  commerce. 

Procedure  in  Case  of  Failed  Banks   .   ...r 815 

Failure  of  the  Commercial  Bank  of  Manitoba— History  of  bank— Management  not  very  sound- 
No  uneasiness  over  the  failure— Notes  excepted  and  regarded  as  a  good  investment— Redemption 


TABLE    OF    CONTENTS.  xix 

PAGB 

of  the  notes — Banks  prefer  to  ho:d  them  instead  of  pi  eseiting  for  redemption — Not  necessary  to 
make  assessment— IN otes  as  a  nrst  charge  ana  the  Redemption  Fund  prevented  depreciation— Lia- 
bilities being  paid. 

BRANCH  BANKING     316 

An  important  factor  in  Canadian  system— Not  used  in  the  Unite;!  States— Prerequisites — 
Large  capital— System  of  banking,  how  managed— Number  of  banks,  branches  and  offices. 

Convenience 318 

Methods  diil'er  from  those  used  in  United  States— Distribution  of  loanable  capital— Each  bor- 
rower in  communication  with  idle  funds  of  the  Dominion— Uniform  raieof  interest— Each  locality 
better  served  -Not  subject  to  withdrawal*  of  city  banks  in  case  of  crisis  -  Well-conducted  branches 
insure  largest  expansion  of  circula'ion  necessary— Oiler  facilities  in  getting  notes  in  circulation — 
Uses  ovn  bank  notes  as  the  ordinary  till  money— Small  expense  of  note  issue — Issues  are 
secured  by  the  general  assets. 

Security 319 

Comparative  security— Branch  banking  involves  great  discretion— More  difficult  for  Board  of 
Directors  to  keep  in  touch  with  conditions — Greater  opportunity  for  imaginative  finance — On  the 
other  hand,  increased  mutual  support  and  insurance — Local  panics  not  possible  in  Canada. 

ELASTICITY  OF  (URREXCY  PROVIDED 320 

Necessary  to  business  advancement— Sec  Windom's  remarks— Table  of  expansion  and  con- 
trac  ion  In  Bank  Circulation,  Canada— Circulation  of  Canadian  and  United  States  banks  compared— 
Chart  of  the  same— The  Canadian  currency  constantly  adjusted  to  Canadian  wants— Heats  and 
chills  in  circulation  in  United  States-— Comparison  of  eil'ects  of  depression  in  United  States  and 
Canada— In  Canada  contraction  and  expansion,  in  United  States  expansion  when  least  needed — 
The  Canadian  system  elastic— No  money  squeezes. 

REDSMPTION   FACILITIES 322 

Real  elasticity  requires  both  expansion  and  contraction— Effect  of  business  depression  in 
both  countries- -Our  national  bank  system  inelastic— Daily  redemption  of  notes  under  Canadian 
system— Retirement  of  notes  not  necessary  for  business— Object  sought,  a  more  national  cur- 
rency—Redemption agencies  established  by  Act  of  1890  prevent  discounts— Elasticity  of  system 
not  due  to  redemption  agencies — Results  of  artificial  redemption  in  this  country — Experience 
of  Canada  shows  that  Commerce,  if  let  alone,  can  and  will  attend  to  current  redemption. 

GENERAL  REVIEW  OF  CANADIAN  CURRENCY 323 

Remaining  elements— Gold  coin,  subsidiary  silver  and  Dominion  notes— Canada  no  gold 
coinage  of  her  own— Coins  of  England  and  United  States  used  in  lieu— Silver  coinage— Its 
amount— Dominion  notes,  outgrowth  of  Provincial  notes  of  1866— Amount  of,  fixed  in  1368— 
Increased— July  23,  1894,  iixeJ  at  $25,000,000— Security  for  their  redemption— Gold  and  Dominion 
securities  guaranteed  by  the  Imperial  Government— This  for  25  per  cent,  amount  issued— 75  per 
cent,  coveted  by  ordinary  Dominion  securities— Aggregate  is^ue  Oct.  31,  1894— Canadian  bank 
circulation  45  per  cent,  entire  currency  of  Canada. 

PRESENT  CONDITION  OF  CANADIAN  BANKS 324 

September  report  of  banks,  1894. 


SCOTCH  BANK  CURRENCY. 

THE  ECONOMY  OF  BANK-NOTE  CURRENCY   326 

The  proportion  of  circulating  money  to  the  annual  product  of  a  country— The  effect  on  industry 
of  the  introduction  of  a  paper  currency — Result  in  Scotland — Bank  of  Scotland  1693— Royal  Bank 
1727 — Amount  of  silver  in  Scotland  before  the  Union — Amount  of  gold  a  little  larger — Circulation 
of  jrold  and  silver  before  Union  probably  not  less  than  £1,000,000  sterling,  after  establishment  of 
banks,  £500,000— Operations  of  a  bank— Able  to  discount  more  freely  when  it  issues  notes. 

SPECIAL  FEATURESOF  SCOTCH  BANKING 327 

Commerce  of  Scotland  not  great — Banking  business  not  confined  to  discounting  bills  of  ex- 
change— Granting  of  "'cash  credits1' — Credit  thus  extended  to  individuals  on  surety — Payments 
with  interest  to  be  made  upon  demand— Easy  terms  of  repayment. 

Acceptance  of  Piecemeal  Repayment  of  Loans 327 

Sums  paid  in  piecemeal— A  proportionate  part  of  interest  on  great  sum  discounted— Notes  of 
bank  readily  accepted  by  its  debtors— Borrowers  receive  bank's  promissory  notes— These  make  the 
circle,  returning  to  the  merchants,  who  cancel  their  debts  with  the  bank  by  this  means. 

Saving  of  Capital  Thus  Effected 327 

Poss  bilities  of  greater  trade — Not  necessary  to  keep  on  hand  a  considerable  sum  of  money  to 
meet  occasional  demands— London  and  Edinburgh  merchants  compared— Scotch  merchant  shave 
use  of  their  cash  accounts. 

Commercial  Limitations  on  Bank  Paper 328 

Paper  money  can  circulate  up  to  the  amount  of  gold  and  silver  that  would  be  in  use  if  there 
was  no  paper  money — When  too  much  paper,  excess  presented  for  redemption  in  coin — Expenses 
of  a  bank- -Expense  of  a  reserve  in  loss  of  interest— Greater  when  more  notes  in  circulation  than 
will  stay  out— The  coin  used  to  redeem  the  paper  cannot  circulate  because  circulation  already 
redundant— The  coin  will  go  a  >road,  hence  increased  expense  of  replenishing  the  supply  of  coin. 

Natural  Consequences  of  Inflation 328 

Overissues  of  notes  retirn  for  redemption- -Circulation  sometimes  overstocked,  because  of 
misunderstanding  on  the  part  of  banks— Result  of  inflation  by  Ihe  Bank  of  England  and  Scotch 
banks— The  coin  paid  out  for  redemption  of  amount  of  notes  above  amount  needed  went  abroad 
—Overtrading  the  original  cause  of  the  excessive  circulation  of  paper  m  ney— Advance  of  banks 
to  merchants  of  funds  to  meet  occasional  demands. 

Discounts  only  to  Supply  Fluctuating  Demand  for  Currency  330 

The  workings  of  real  bills  of  exchange— The  Scotch  system  of  discounts  allows  full  employ- 
ment of  capital— Piecemeal  repayment  does  away  with  the  necessity  of  keeping  any  part  of  cap- 
ital unemployed— Caution  for  the  banks,  must  not  let  advances  surpass  repayments— Necessary 
to  require  frequent  and  regular  payments  from  each  customer. 

Advantages  of  This  330 

Able  to  judge  of  financial  circumstances  of  debtors— Secured  themselves  against  issuing  more 
paper  money  than  necessary — Regular  payments  on  the  part  of  customers  demonstrates  that  ad- 
vances had  not  exceeded  amount  necessary  to  keep  on  hand— If  advances  greater,  payments  coul.l 
not  have  been  equal  to  advances— In  this  case  the  bank's  advances  might  innate  its  circulation  L' 
not  regularly  redeemed. 

Ba n ks  vs.  Private  Bankers 331 

Limit  of  banking— Bank  cannot  advance  capital  for  carrying  on  business— Returns  of  capital 
too  slow— The  Private  Banker  as  distinct  from  Banks. 


TABLE    OF    CONTENTS. 


EVASION  OF  CONSERVATIVE  RULES ^ 

Circulation  of  Scotch  banks  has  sometimes  exceeded  whaV  the  "country  couiu'absoVb  and  em- 
ploy—Overtrading— Complaint  against  the  banks— Practice  of  drawing  and  redrawing— Long 
known  in  England  and  from  thence  brought  into  Scotland. 

Drawing  and  Red)  awing 332 

The  workings  of  a  bill  of  exchange— Protest  and  indoVsement's^Liabiiity  of '"  indorsers^Ex- 
ample  of  bill  of  exchange,  drawn  and  redrawn— A  costly  experiment—"  Eaising  money  by  circu- 
lation "—Great  expense  of  the  method. 

Inflation  and  Consequences 334 

Amount  of  circulating  bills  of  exchange— Over  and  above  the i  amount ;  the ''country  would 
absorb  and  use— In  consequence  returned  to  the  banks  for  redemption— Capital  withdrawn  from 
the  banks  without  their  knowledge— Drawing  and  redrawing  easily  discovered  when  discounted 
at  the  same  bank— Difficulty  of  discovery  when  there  are  many  agents— Difficult  to  distinguish 
between  a  real  and  fictitious  bill  of  exchange— Danger  of  the  banker— Retrenchment  by  the  banks 
— Demand  for  liberal  bank  by  the  projectors. 

EFFECT  OF  MORE  "  LIBERAL  "  PRACTICES 334 

New  oank  in  Scotland— More  liberal  than  the  others— Avowed  principle'  to  advance'  capital 
upon  reasonable  security— Inflation  of  its  circulation— History  of  this  liberal  bank— Operations 
of  the  bank  produced  effects  opposite  to  those  expected— Aggravated  the  distress— Attempt  to 
raise  money  on  the  securities  held  by  the  bank— Loss  by  drawing  on  London— Expense  of  keep- 
ing up  reserve  cf  coin-Inability  of  a  bank  to  know  its  debtors— Transfer  of  capital  from  prudent 
and  profitable  to  imprudent  and  unprofitable  undertakings. 

MR.  LAW'S  IDEA 335 

Mr.  Law's  visionary  ideas— Issue  of  money  on  land  values— Plan  adopted  in  France— The 
Mississippi  Scheme,  plan  explained  by  Du  Verney. 


THE  CURRENCY  FAMINE  OF  1893. 

CIRCUMSTANCES  THAT  PRECEDED  THE  CRISIS 338 

General  Conditions, 

Circumstances  that  preceded  currency  famine  of  1893  too  recent  to  be  free  from  controversy- 
Condition  of  Countiy  ten  yea>s  previous  to  1893— Prosperity  prompted  new  enterprises  and  ex- 
tended credit — Change  about  18^0— Caution  takes  place  of  freedom— Suggestion  of  coming  situa- 
tion in  foreclosure  of  twenty-one  railroads,  1890— Collapse  of  Barings. 

The  Sshei  ma  n  Aet 333 

Agitation  of  cheap  money  advocates— Legislation  of  1878  and  1890— Effect  of  Sherman i  Act  on 
the  situation— Europe  returns  securities— America  thus  forced  upon  her  own  resources— Gold  driven 
out  by  Sherman  notes— Mortgage  holders  insist  on  renewing  contracts  in  gold— Hesitation  to  make 
time  loans 

Hoarding  of  Gold  in  the  United  States 338- 

Disposition  to  hoard  Gold— Gold  losses  of  the  Treasury— Statement  of  gold  in  Treasury,  1890, 
1891— Customs  receipts  in  gold  fall  off— Dilution  of  Currency  by  silver  inflation. 

Treasury  Expedients.  .     339 

Treasury  refuses  to  furnish  gold  bars  at  par— Attempt  to  gain  goid  by  selling  Eastern  exchange 
at  reduced  rates— Effect  of  Tariff  Legislation  and  Congressional  appropriations— Surplus  becomes 
a  deficit— Sole  resource  to  maintain  our  currency  on  a  natural  basis  was  gold— The  approach  of 
trouble — Impairment  of  _gold  reserve  cause  for  trouble. 

THE  CURRENCY  FAMINE 339 

Liquidation— Contraction  of  loans—Weak  institutions  injured  by  contraction— Bradetreet's 
report  of  failures,  169:2-93— Failure  of  national  banks— Shrinkage  of  business  credit— Currency  pre- 
ferred to  credit— Scramble  for  currency— Disappearance  of  gold— Decrease  in  National  Bank  de- 
posits^— A  unique  experience — Demand  for  more  currency. 

Failure  of  National  ittiaiik  tuireiicy  System.   340' 

Only  one  resource,  additional  issue  of  national  bank  notes— No  elasticity  in  the  system— Origi- 
nal idea  to  force  pu;  chase  of  United  States  bonds— Deci  ease  in  percentage  of  national  bank  notes 
to  total  circulation— Stringency  expected— No  connection  wiih  business  demands  for  currency — 
Initiation  of  furnishing  currency  in  the  hands  of  Comptroller— Banks  powerless  to  break  the  law 
and  increase  circulation  at  will— Increase  iu  Nati  nal  Bank  circulation  1893  only  V/,  par  cent,  of 
our  currency— Inability  of  the  system  to  meet  demands  made  upon  it— Business  expedients  in  lieu 
of  it. 

Emergency  Currency 341 

No  gradually  developed  plans  for  mutual  assistance— Help  tendered  in  response  to  appeals- 
Short  duration  of  currency  famine— Due  to  Expedie  ts— No  relief  from  laws— Keliance  of  people 
upon  themselves— Forms  of  relief  in  violation  of  laws— Methods  and  kinds  of  currency. 
(Jl~.arin.il  Httuse  Certificates—  Object  to  extend  indefinitely  the  mutual  credit  of  the  members 
of  the  association— Large  denominations— Not  used  as  currency— Released  a  sum  equal  to  amount 
involved  in  Clearing  House  transactions— Escape  fr  ;m  un;jarailel.d  disaster  due  to  banks  using 
Clearing  House  certificates— Use  confined  mainly  to  Nortnwest— Limited  to  settlement  of  mutual 

accounts  between  members  of  the  association— Clearing  House  due  bills 341 

"  Clearing  Jt£'>use  Certificates  "- -Explanation  of  the  certificate — Made  good  by  associated 

banks  of  a  community— Cases  in  th<*  Southwest— In  currency  denominations 342 

Cert  fied  Checks— S&\e  of  certified  checks  by  banks  against  themselves— Used  by  purchaser  as 

currency , 342 

l*ay  Checks— Use  very  general— Used  in  the  Northeast,  the  West  and  Southwest'in  payment  of 

wages 342; 

Miscllancous  Expedients— Negotiable  certificates  of  deposit— Ninety -day  and  other  short- 
time  paper— Miscellaneous  scrip  of  small  denominations  accepted  as  a  general  currency 343. 

The  Course  of  National  Bank  Currency 343 

National  Bank  circulation  and  surplus  bank  reserves— When  greatest  demand.  National  Bank 
circulation  was  a  smaller  part  of  total  currency  than  at  any  other  time  before— Effort  of  national 
hanks  thus  futile — Contraction  after  demand  ceased  so  slow  as  to  gorge  the  banks  with  surplus 
reserves. 

Results 344; 

Necessity  for  currency  developed  a  supply— Emergency  met  partially  by  violations  of  law- 
New  York  banks  issued  most  Clearing  House  certificates — Where  associated  banks  issued  cur- 
rency demand  supplied— In  other  places  individuals  and  corporations  compelled  to  supply  the  lack 
of  currency— Government  machinery  refused  to  work— A  perfectly  natural  bank-note  currency 
—Each  community  supplied  its  own  wants. 


TABLE    OF    CONTENTS.  xxi 

PAGE 
HOW  RELIEF  CAME 344 

Effect  of  the  repeal  of  the  Sherman  Act— Hoardings  return  to  circulation— Crisis  brought  about 

by  the  wanton  interference  of  the  Government. 
FAC-SIM1LES  OP  EMERGENCY  CURRENCY 345-356 

BIMETALLISM    IX   FRANCE. 

MONETARY  ACTION  OF  REPUBLICAN  FRANCE 858 

Early  assignats— Decree  of  1793  fixes  a  monetary  unit — Adoption  of  the  silver  franc  as  the  Mone- 
tary Unit,  1795— Other  monetary  units— Attempt  to  fix  ratio  at  16-1— The  ratio  oetween  gold  and 
silver  fixed  at  15.V  to  1— The  law  of  1803— Gold  coins  and  standard  fixed— The  monetary  unit  of 
French  money— Slow  development  of  new  coinage  system— Decimal  system  introduced— Suppression 
of  gold  coins— Bimetallic  theory  not  broached  until  formation  of  Latin  Union — Difference  in  situa- 
tion between  France  and  England— France  not  fres  at  any  time  from  disastrous  effects  of  the 
variances  between  legal  and  commercial  ratio. 

BIMETALLIC  EXPERIENCE 360 

Course  of  the  market  ra  do— Commercial  ratios  not  steadied  by  action  of  France— Variations  in 
ratios — French  law  did  not  dower  the  world  with  a  steady  ratio. 

REAL  BIMETALLISM   NEVER   SECURED 360 

Influence  of  the  variation  upon  store  of  the  precious  metals — Movements  and  mintings  of  metal 
— Importations  of  silver,  1830-49— Gold  displaced— Change  in  ratio  causes  gold  influx— Total  im- 
portation of  gold— Exportation  of  silver— The  final  change  in  commercial  ratio,  I860— Premium  on 
cold  importation  changes  into  one  on  silver — Importations  of  silver,  1865-1875 — Table  of  the  net 
imports  or  exports  of  gold  in  France  under  the  Bimetallic  Law,  1822-1875 — Chart  representing  bi- 
metallic experience  of  France — Table  showing  movement  of  silver  during  same  period— Table  show- 
ing coinage  of  gold  and  silver  in  France,  1803-1875— Total  silver  coinage  of  the  French  Mint,  1820- 
50— Total  gold  coinage,  1850-1866— Reserves  of  Bank  of  France,  1851  to  1876— The  interference  of 
the  legal  ratio— The  expose  des  motifs  of  the  law  of  1876 — Change  from  one  metal  to  the  other  at- 
tended by  loss. 

FRENCH  MONETARY  COMMISSIONS 365 

The  Commission  of  1^67— Fixed  ratio  cannot  remain  correct— Conditions  in  France— Exporta- 
tion of  silver— Commission  of  1857— Obstructions  to  retail  commerce— Commission  of  1861— Coun- 
seled a  reduction  of  fineness— Law  of  1864— The  Latin  Union— Object  of  the  Union— The  Latin 
Union  a  defense  against  effects  of  bimetallic  law — Factors  in  its  formation — The  action  of  Belgium 
—Disappearance  of  small  coins — Suspension  of  cash  payments  in  Italy— Monetary  conference  at 
Paris — Establishment  of  the  Union — Regulations  concerning  coins  and  coinage — Maximum  mint- 
ings—Limitation  of  the  coinage  of  the  five-franc  piece— Switzerland  opposes  limitation— Mintings 
of  the  States  of  the  Union,  1885-1878. 

The  Mint  Convention  of  1878 3«8 

Prolongation  of  the  terms  until  1891— Act  of  March  21,  1876. 

Summary 368 

Past  events  brought  monetary  questions  to  a  head— Double  standard  constantly  called  in  question 
since  its  origin— The  decision  of  the  French  Government — The  occasion  of  limiting  the  mintings 
of  silver.' 


44  FREE  COINAGE"  DISSECTED. 

STATUS  OF  OUR  CURRENCY 370 

Demoralizing  interference  with  the  curreacy  since  1861— Voluminous  currency  statutes— Re- 
sults of  this  policy— Currency  situation  obscured  by  the  politicians. 

FIAT  MONEY  THE  ESSENTIAL  QUESTION 370 

Fiat  money  an  interference  with  trade— Definition  of  fiatism. 

Greenback  Legal  Tenders   370 

Greenbacks  are  immoral— Injustice  of  such  legal-tender  legislation— Government  forced  loans- 
Effect  of  demand  notes— Why  the  Government  is  at  the  mercy  of  Wall  Street. 

"Free  Coinage" — Foroe«l  Currency 371 

Definition  of  free  coinage -No  law  necessary  to  force  people  to  buy  silver  if  they  want  it— The 

Seople  who  want  a  law  are  those  who  have  silver  to  sell,  or  think  they  can  get  it  cheaply— Gold  en- 
orsement  now  sustains  our  silver  money  on  gold  basis. 

Bimetallism 373 

None  in  this  country— A  limit  to  endorsement —Free  silver  and  a  gold  endorsement— Bimetal- 
lism impossible— Results  of  attempts  at  bimetallism— Experience  in  the  United  States  and  other 
countries. 

INTERNATIONAL  BIMETALLISM 378 

Why  Impracticable 373 

The  tendency  t<>  pay  in  cheaper  money  universal— Two  divisions  of  international  bimetalliits— 
The  effect  of  bimetallism  on  the  commercial  ratio— Argument  of  bimetallists-Silver  discarded  as  a 
medium  for  payments  by  commerce— People  cannot  be  induced  to  hoard  silver— Gold  would  remain 
the  standard— Commerce  not  dependent  upon  legal  ratio. 

Limit  of  the  Power  of  Government  375 

Chas.  S.  Fairchild  on  the  limit  of  the  power  of  Government— Possible  to  drive  pold  out  of  cir- 
culation—Commerce prefers  gold— Not  right  for  a  government  to  interfere  to  rah-e  the  price  of  a 
commodity. 

"TREAT  THEM  ALIKE" 375 

Gold  not  more  valuable  because  a  legal  tender— Bar  gold  worth  more  than  legal  tender  coin  — 
Legal  tender  law  immaterial— A  coercive  silver  law  tyrannical. 

REASONS  FOR  THE  USE  OF  GOLD  378 

Gold  most  convenient— Reasons  for  its  use— Comparatively  stable  in  value— The  best  metal  for 
international  commerce— Amount  of  gold— More  gold  now  in  proportion  to  its  use  than  ever  before 
—Doubt  as  to  the  appreciation  of  gold— Gold  and  wages— Not  Government's  business  to  interfere 
with  the  natural  course  of  prices. 

CONSEQUENCES  OF  "FREE  COINAGE"  AS  PROPOSED 870 

f"n  Creditor* 874 

Result  of  free  silver— Reasons  for  low  prices— Credits  of  to-day  not  long  standing— Debtors 
must  meet  their  oblations  without  help  from  the  Government. 


xxii  TABLE    OF    CONTENTS. 


Interest 377 

Business  activity  and  rate  of  interest— Silver  values  detrimental  to  business  interests— Capital 
would  be  withdrawn— Interest  in  flat  money  section  — Free  silver  would  not  add  a  dollar  to  real 
wealth— Would  keep  money  away  from  sections  where  such  repudiation  was  advocated. 

"Wages 377 

Tlie  effect  upon  wages— Depreciation  means  reduce:!  real  wages. 

Who  would  make  and  who  would  lose 378 

Free  coinage  means  a  sbver  basis— Corporations  would  profit. 

APPRECIATION  OF  GOLD  AND  WAGES 378 

Effect  of  gold  appreciation  upon  wage  earners— Change  in  retail  prices  frequent— Changes  in 
wages  comparitively  rare— The  meaning  of  appreciation— The  burden  falls  on  the  manufacturer 
and  capitalist. 

INFLATION   OF  PRICES  AND  WAGES 378 

Free  coinage  will  increase  prices— Wages  follow  prices— The  free  silver  case  with  the  wage- 
earners — Reduction  of  purchase  power — Low  prices  a  good  thing — Prophet  Amos  on  inflation. 

APPRECIATION  OF  SILVER  A1VD   WAGES 379 

Laborers  not  owners  of  silver— Paid  in  gold  values. 

The  Silver  Question  in  n  Nutshell 379 

The  meaning  of  *'  appreciated "  silver-  Wages  in  foreign  countries — Sir  Henry  Mey«ey 
Thompson's  statement— Mr.  Jamieson's  Essay — Silver  standard  in  India,  China  and  Japan  enables 
maufacturers  to  pay  lower  real  wages — Comparison  of  wages  in  gold  and  silver  countries— Senor 
Romero  on  the  silver  question— Are  wage-earners  getting  too  high  wages  ? 

QUANTITY  OF  MONEY  vs.  QUALITY  OF  MONEY 380 

More  money  and  better  times — Confidence  in  the  quality  necessary— Mr.  Fairchild  on  quality 
of  money. 

FREE  COINAGE  UNDEMOCRATIC  AND  OPPOSED  TO  FREE  TRADE 381 

Free  silver  protection — Free  trade  and  free  coinage— Interference  by  the  Government. 

THE  QUESTION  SHOULD  BE  SETTLED  PROMPT  L Y 383 

The  currency  issue  predominant— The  dangers  of  uncertainty — Sound  Money  and  Democracy 
— Free  coinage  of  silver  means  interference  with  contracts — The  Government  should  mind  its  own 
business — Law  will  not  give  money  not  earned  —Democratic  motto. 


QUALITY  OF  MONEY  AND  WAGES. 

DEFINITION  AND  EXPLANATION 386 

Laborers  as  creditors — Importance  of  quantity  to  others — Importance  of  quality  to  wage  earners 
—Definition  of  quality  and  quantity— Nominal  and  real  wage^— Purchasing  power  of  wages. 

"WHERE  LIES  SPECIAL  INTEREST  TO  W\GE  EARNERS 388 

What  a  laborer  works  for — Labor  exchanged  for  commodities — Importance  of  high  purchasing 
power— Fluctuations  in  money  from  two  views. 

QUALIT Y  FROM  TWO  STANDPOINTS 337 

Permanent  Quality 387 

Two  phases  of  quality — Permanent  quality  a  matter  of  convenience — Metals  as  money — Why 
gold  is  used — The  stability  of  value— Interest  of  wage  earner  in  good  money. 

Variation  in  Quality    387 

Wage  earner  a  capitalist  or  investor  only  in  a  limited  way — Use  of  money  to  him — Permanency 
of  value,  of  little  interest  to  laborer — Concerned  in  present  purchasing  power  of  wages — Tendency 
of  wages,  prices,  etc.,  to  adjust  themselves  to  the  medium  of  exchange — Advantage  of  good  money 
— Changes  of  wages  and  prices  concern  the  wage  earner. 

THE  NATURAL  RESULT 388 

Price  adjustments— Causes  for  variation  in  prices— Changes  in  wages  slow— Prices  respond 
more  quickly  to  changes  in  the  quality  of  money  than  do  wages— Advantage  of  appreciation  to 
wage  earner— The  damage  done  by  depreciation. 

EXPERIENCE 883 

Theoretical  discussion  backed  by  experience — Comparison  of  silver-using  countries  with  U.  S. 
— Statements  of  silver  advocates — Improvement  in  the  condition  of  the  laborer  in  silver  countries — 
Better  cared  for  in  gold  countries — Betterment  in  gold  standard  countries  not  due  entirely  to  gold 
standard— Variance  in  the  quality  of  money. 

United  States 390 

Facilities  for  tracing  effect  of  money  quality — Money  experiments  in  the  U.  S. — The  effect  of 
the  Civil  War  on  money— Depreciation  1 660— Nominal  and  real  wages  18*.0-C5— Standard  of  meas- 
urement—Course of  wages  and  prices  1860-1H91— Condition  of  wage  e  irner  during  this  period— The 
apparent  growth  of  wealth  during  the  War — Appreciation  of  currency  standard  from  1865 — Increase 
in  purchasing  power  of  wages— Percentages  of  increase— The  lesson  as  seen  in  the  experience  of 
the  U.  S. 

Japan 393 

The  industrial  revolution  in  Japan— The  change  in  method  of  government— Report  of  Consul- 
General  M.  W.  Mclvor— Japan  becomes  a  manufacturing  nation— Competition  for  the  Eastern 
trade— Cost  of  manufacturing  cloth  in  Japan  and  India— Increase  in  cotton  mills— Profits  to  the 
manufacturer— Low  wages— Increase  in  prices  faster  than  in  wages— Percentages  of  advance- 
Present  position  of  Japan— Real  wages  in  Japan. 

China 396 

No  awakening  in  China -China  a  hermit  nation— Silver  the  commercial  money— Imports  larger 
than  exports— Imports  and  exports,  1883-1892— Gold  exported  to  pay  imports— No  influx  of  silver 
into  China— Little  change  in  purchasing  power  of  money— Appreciation  of  gold— Low  wages— De- 
preciation of  silver  has  little  affected  China. 

India 395 

Development  of  India  tended  to  raise  prices— Importation  of  precious  metals— Comments  of 
the  Indian  Commission,  18  2— Labor  suffered  by  the  depreciation  of  silver— Wages  and  prices  in 
the  various  provinces— Percentages  of  advance  and  decrease  in  prices  and  wages— Tables  of  wages 
nnd  prices  in  India.  1886-93— Equalizing  tendency  at  work  in  India— Effect  of  silver  on  India— The 
Herschell  Report — Exports  may  have  increased  the  demand  for  labor-  Not  the  result  of  depre- 
ciated silver,  however. 

Mexico 398 

Increase  in  manufacturing  caused  by  heavy  exchange— Obligations  now  paid  in  gold  and  agri- 
cultural products— increase  in  exports  not  large— Condition  of  the  laborer— Extract  from  Bureau  of 


TABLE    OF    CONTENTS.  xxiii 

PAGE 

American  Republic— Seiior  Romero  on  the  situation— Wages  have  risen  somewhat— Prices  in 
Mexico— Prices  advance  faster  than  wages. 

SUMMARY  AND  CONCLUSION 398 

Wage  earners  suffer  the  most  by  depreciation— Wages  to  rise  under  a  silver  standard,  but  after 
prices— Secretary  Windom  on  a  depreciated  currency— Opinion  of  the  Government  of  India— Manu- 
facturer gains  at  the  expense  of  labor — Mr.  George  Jamieson,  wages  in  gold  countries  appreciated — 
Wage  earner  not  gained  anything  by  the  depreciation  in  silver— Possibility  of  appreciation— The 
only  fair  currency  a  stable  one.        

A  STABLE  MONETARY  STANDARD. 

INTRODUCTION 40? 

Difference  between  political  and  scientific  influences — Politics  and  scientific  investigation — 
Contribution  of  science  to  politics — Adherence  to  methods  of  truth — Banishment  of  prejudices  and 
private  interest. 

Legal  Tender  tlie  Interfering   Factor 402 

Claim  of  the  question  of  monetary  »tandard  upon  science — Settlement  of  the  question 
hindered  by  the  existence  of  legal  tenders — No  legal  tender  in  international  contracts — The 
hypothesis  of  legal  tenders. 

STABILITY  IN  VALUE 403 

The  stability  in  value  an  essential  requisite— The  uses  of  money— As  a  standard  of  deferred 
payments— Changes  in  monetary  unit— Necessity  of  stability. 

An  Appreciating  Stanilard 403 

Direction  of  charges  in  standard— Complaint  of  falling  prices  and  appreciating  standard— The 
real  and  imagined  creditor  class— The  effects  of  a  depreciating  and  an  appreciating  unit. 

A  Depreciating   Standard 404 

Argument  of  stimulus  to  trade— Increased  use  of  money  metals— Effect  of  a  depreciating 
currency — Returns  from  investments— Policy  of  encouraging  debtors — Labor  not  able  to  avoid 
the  burden  of  depreciation — Excess  of  currency — Changes  in  standard  of  value  hurtful. 

STANDARDS  OP  VALUE 405 

Changes  in  value— Measures  of  value— Fluctuations  at  home  during  the  war  and  international 
trade— The  nominal  unit  not  always  a  tru  s  unit— What  is  uniform  value— Conventional  demand 
for  gold  not  in  itself  any  indication  ef  siable  value. 

Comniottity  and  Labor  Slandards 406 

Unit  of  value — Ways  of  estimating  the  unit  of  value — Commodity  standards — Labor 
standard— Difference  between  the  two — Criticism  of  the  two  standards— The  absolute  unit  a 
chimera— What  units  approach  nearest  to  the  ideal. 

STABILITY  AS  SHOWN  BY  STATISTICS 408 

Authorities — Tables  of  relative  prices  and  wages — Chart  showing  relative  prices  and  wages, 
England,  France,  Germany  and  IT.  S.— Explanation  of  chart— Difficulty  of  securing  foreign  price 
and  wage  statistics — Meaning  of  the  figures. 

Interpretation 411 

Which  of  the  two  metals  furnishes  the  better  monetary  standard— Prices  followed  silver- 
Effect  of  improved  machinery— Silver  as  a  measure  of  value— Influence  of  the  tariff  on  prices— 
Conservatism  of  prices— Oecillations  in  prices  not  due  to  divergence  of  metallic  standards— The 
just  measu:e  of  wsges  has  not  been  silver. 

♦The  Gold  Stand  a  id  inevitable 413 

The  labor  standard— Th )  true  measure— Gold  seems  to  fulfill  the  requirements— More  than 
th's,  it  is  inevitable— Economy  has  compelled  the  use  of  the  gold  standard— Compulsive  force  of 
gold  too  strong  to  be  counteracted. 

A  DOUBLE  STANDARD  A  SYSTEM  OP  "PUTS"   414 

A  put  defined— Applied  to  monetary  standards— Contracts  for  future  payments  involve  a 
speculative  element— Intention  of  a  standard— The  inconvenience  of  alternating  standards— Prices 
of  gold,  silver  and  commodities  illustrative  of  the  principle. 

PRACTICAB'LITY  OP  BIMETALLISM 415 

Advocates  of  bimetallism— Gen.  Walker's  position— French  coinage  of  18  3  and  Dr.  Soet- 
beer's  table  — Vanat.ons  in  the  ratio— Bimetallism  in  France  The  faiure  of  bimetallism— Amount 
of  silver  coined  1876- H-8<*— Influence  of  France  on  ratio— Preference  for  gold— National  com- 
bination for  bimetallism— Alleged  benefits  of  free  coinage— Steadiness  of  French  finances. 

CONCLUSION 418 

When  a  monetary  standard  is  constant— What  is  the  best  standard— Doubtful  practicab  lity 
of  two  standards— Needless  interference  in  money  matters  by  the  governing  power— Tire  position 
the  government  should  occupy— Freedom  of  contract— True  solution  abandonment  of  legal  tender 
power.  ^ 

FOREIGN  EXCIIAXGES  A\D  MOVEMENT  OF  GOLD,  1894  1895. 

INTRO  DUCTION •  •  •  •  422 

Variations  in  foreign  exchange— Movement  of  gold— Reaction  from  heavy  imports  of  gold- 
Exchange,  1886— Gold  coin  and  buLion  exports  and  imports,  1886-1895. 

UNUSUAL  FINANCIAL  FEATURES 422 

The  crisis  in  the  Treasury— Nearness  of  a  panic— Prediction  of  events  of  1895— Greenback  craze 
—The  free  coinage  of  silver— Other  causes  for  the  crisis. 

GOLD  AND  THE  FEDERAL  TREASURY V      ,V\™A  4™„      428 

Movement  of  the  gold  in  the  Treasury— Falling  off  in  the  amount— Export  of  gold,  1892-18C8— 
Panic  demands  for  gold. 

Free  Gold  Exhausted • •  • •  • .-  •  4<« 

April  1894,  only  reserve  left— Rise  in  exchange— Charts  of  movement  of  exchange,  gold  coin 
and  bullion— Reserve  below  limit— Elements  tending  toward  export  of  gold— Conditions  in  Bank  of 
England.  A9t. 

Condi t ions  In  Europe •  •  • ...........  •  •  • **° 

Accumulating  gold  hi  France— Task  of  accumulating  a  war  reserve -Situation  in  Germany- 
Market  affected  by  political  issues— Germans  driven  to  make  foreign  investments— Accumulations 
of  gold  in  Germany— Movement  of  gold  from  United  States— The  aggregate  exports  for  1894. 

THE  NATIONAL  SCRAMBLE   FOR    GOLD ., ..... •••■••     • ••:•  ^ 

Gold  to  replace  paper  currency— Efforts  of  Nations  to  secure  gold  to  make  the  change— Italy 
and  Austria  throw  off  paper  currency— Demand  for  gold  and  nothing  else— Indirect  influence  on 
United  States. 


xxiv  TABLE    OP    CONTENTS. 


Influx  and  Efflux  of  Goll  in  Bank  of  England 427 

Temporary  pressure  on  the  market— London  leading  free  market  for  gold— The "movement  of 
gold  in  Bank  of  England— Par  of  exchange— Distribution  of  gold  in  leading  State  banks  of 
Europe. 

THE  RE\L  CAUSE  OP  TROUBLE  11V  THE  UNITED  STATES 429 

Gold  accumulating  in  European  centres— No  difficulty  to  get  gold— Example  of  Chiii— Anxiety 
in  the  United  States. 

Indebtedness  t  >  Foreigners .    .      42ft 

Estimates  of  this  indebtedness— Reasons  for  it— Securities,  1832-1893,  thrown  back  on  the  United 
States — Increase  of  gold  exports. 

Withdrawal  of  Investments , 429 

The  foreign  investor  demands  gold— Gold  required  by  all— Treasury  not  able  to  hold  its  eu o- 
ply — Redemption  of  notes —Treasury  supply  only  one  easily  drawn  on — Net  gold  in  the  Treasury, 
1834,  1893. 

RECOURSE  TO  THE  SALE  OP    BO\DS 429 

Treasury  compelled  to  sell  bonds— Act  of  January  14,  1875,  the  authority  for  bond  sale— Con- 
ditions of  the  law— Returns  from  the  sale— The  reserve  in  February,  1895. 

Continued  Drain  on  the  Reserve ..  430 

Increase  in  the  outflow— Treasury  gold  again  depleted— Loan  repeated— Causes  for  withdrawals — 
Congress  refuses  to  assist. 

THE   BOSD    SYNDICATE 430 

The  agreement  with  the  Syndicate — The  attempt  to  regulate  exchange  a  novel  one — Difficult? 
of  retaining  gold  in  the  Treasury— Obstacles  to  success— Justification  of  the  Bond  Syndicate  by 
results— Redemptions  in  gold. 

Rate  of  Exchange  ami  Influence  of  Syndicate 431 

Rate  high,  but  little  export  of  gold— The  power  of  regulating  the  exchanges — Loss  and  gain  in 
gold — Fading  off  of  gold  exports  to  Europe— The  profits  of  Syndicate  measured  by  risks. 

The  Contract    and  Work  of  the  Syndicate     432 

The  final  payment  — !  he  plan  of  the  Syndicate— The  hope  of  the  Treasury— The  movement  of 
the  crops  delayed  -  Highest  j  oints  of  exchange— London  exchange  on  New  York— Rates  of  exchange 
at  New  York — Net  movement  of  gold— Demand  for  bills — Maintenance  of  public  confidence— The 
only  safety— The  value  of  the  assistance  received  from  the  Syndicate. 

THE    PROBLEM  NOT  YET  SOLVED 434 

Fear  of  silver  excess  removed— Other  factors  of  mischief — The  necessity  of  a  reserve  under  the 
present  system —Percentage  of  Treasury  reserve —Amount  of  gold  in  the  country  1894 — The  Treas- 
ury has  no  command  over  its  gold— The  Treasury  notes  1890  considered  as  good  as  gold— They 
form  a  demand  on  the  Treasury. 

Locati'in  of  Currency  Inflation 434- 

Conditionof  currency  due  to  war  legislation— Circulation  1878  and  1895— Ir.crease  in  gold  since 
1879— Treasuary  notes  of  1890— Redemption  of  them— No  excuse  for  the  continuance  of  the  legal- 
tender  note  -Expense  of  redemption— The  result  of  retiring  legal-tender  and  Treasury  notes  of 
1890. 

TREASURY  RESERVE 435 

The  necessity  of  a  reserve— Legal  tender  notes  a  lien  against  reserve— Gold  alone  leaves  the 
country  in  case  of  inflation — Elastic  elements  of  the  currency — The  weak  points  of  our  system — 
Cash  balance  and  net  gold  in  Treasury  since  1891. 

THE  NEED  OP  THE  TREASURY 43*- 

Treasury  should  be  given  more  power— Deficit  legislation  almost  unknown— Treasury  cannot 
issue  temporary  notes  or  Exchequer  bills— Should  be  given  this  power. 


U.  S.  CURRENCY  STATISTICS. 

INTRODUCTION  AND  GENERAL.  REFERENCES 43? 

BANKS 43* 

National  Banks,    general    statistics,    1 813-1895— Abstract  of  Reports,  September  28,  1895— Taxa- 
tion,   assessments  and  note  redemptions,  1883-1894— State  Banks,  general  statistics,  1834-1863— 
Aggregate  reef  urres  and  liabilities  of  all  State  Banks,  Loan  and  Trust  Companies,  etc.,  1893-94 —  * 
Situation  of  the  World's  principal  banks  of  issue,  September  30,  1895— References. 

BONDS,  UNITED  STATES,  PRICES  IN  1894  AND  1895 443 

CIRCULATION 448, 

Coin  and  paper  in  circulation  and  in  the  Treasury,  November  1,  1895— Estimated  amount  of 
money  in  actual  circulation  at  close  of  each  fiscal  year  from  1860  to  1895— Explanation  of  basis  of 
estimates— Coin  and  paper  circulation  on  June  30,  from  1860  to  1895— Paper  currency  outstanding 
at  the  close  of  each  fiscal  year,  1862  to  1^-95 — Worlds  aggregate  and  per  capita  stocks  of  money, 
1893— Chart  showing  World  s  metallic  circulation— Chart  showing  circula  ing  media  of  the  U.  b., 
October  1, 1894— References. 

CLEARING    HOUSES 448 

Transactions  of  New  York  Clearing-house,  1854-1895— Comparative  statement  of  Exchanges  of 
certain  Cleuring-houses  of  the  United  States  for  1893  and  1894. 

COINAGE 44i> 

Coinage  of  the  Mints  of  the  United  States  annually,  1792-1894—  Coinage  of  gold  and  silver  in 
the  United  States  by  periods— Chart  showing  same— Coinage  of  principal  nations,  1891-1893. 

CREDIT  INSTRUMENTS 453 

Percentage  of  Credit  Instruments  in  total  receipts  of  National  Banks,  1881,  1890, 1892— Credit 
Instruments  in  retail  transactions,  1894. 

GOLD 454 

Currency  value  of  $100  in  gold,  monthly,  1862  to  1878— Chart  showing  same— Net  gold  coin  and 
bullion  in  the  Treasury,  1879-1895 ;  together  with  monthly  receipts  from  customs,  showing  percent- 
age of  each  kind  of  money  received— Charts  illustrating  same. 

GOLD  AND  SILVER     .    ... 457 

Production  in  the  world,  1492-1894— Production  in  the  United  States,  1792-1894— Ownership  in 
the  United  States,  1893,  1894  and  1895— Imports  and  sports,  1864-1895— Chart  showing  same- 
References. 


TABLE    OF    CONTENTS.  xxv 

PAGE 

PRICES  AND   WAGES 461 

Relative  prices  and  wages  in  the  United  State s  and  elsewhere,  according  to  the  Aldrich  Re- 
port and  the  tables  of  Soetbeer,  Sauerbeck  and  the  London  Economist— Chart  showing  course  of 
wages  and  prices  in  the  United  States,  1860  to  1891— References. 

PUBLIC  DEBT  OF  THE  U.  S 46* 

Statement  of  the  outstanding  principal  of  the  Public  Debt  annually,  1791-1895— Statement  of 
the  Public  Debt,  November  1.1895. 

SILVER  46S 

Purchases  by  the  United  States  uuder  Acts  of  1878  and  1890— Commercial  ratio  of  silver  to 
gold  each  year  since  1687— Chart  showing  production  and  price  of  silver  since  1792— Highest,  lowest 
and  average  prices  of  silver  in  London  and  New  York,  and  average  bullion  value  of  silver  dollar 
since  1833. 

SOUND  CUfitRENCY  ILLUSTRATED. 

(1)  A  Call  to  Arms— (2)  Uncle  Sam's  Hoodoo— (3)  Christian  and  Demas— (4)  What  Free  Coinage 
Would  Do — (6)  Amos— (7)  Light-weight  Hypnotism— (8)  **  Coin"  the  Dunce— (9)  Cade  Resurrected 
—(10)  Choose  Your  Wage  Standard— (11)  Callsd  Down— (12)  Pig  in  the  Garden— (13)  The  Two  Yard 
Sticks— (14)  Fiat  Weather— (15)  June  Grub  of  1805— (16)  Anti-Fat— 1 17)  Pig  Silver— (18)  Free  Silver 
Beauty  Scorned— (19)  Demetrius  Blackburn  and  the  Silversmiths — (20)  The  Unjust  Steward — (21) 
Two  for  One— (22)  Up  in  a  Balloon— (23)  They  Stand  It;  Why  Should  Not  You  I— (84)  The  16  to  1 
Locust— (25)  The  Gadarene  Pigs— (26)  **'  Coin"  Dreamed  He  Was  David— (27)  Simple  Simon  Up 
to  Date— (28)  There  Was  a  Man  in  Our  Town— (29)  "Bimetallic"  Exercise— (30)  Humpty  Dumpty 
—(31)  An  Honest  Man's  Dilemma— (32)  Dog  in  the  Manger— (33)  Mexico's  Object  Lesson— (34)  It 
All  Depends  on  What  You  Look  Through—  35)  How  Depreciation  Would  Work— (36)  Sing  a  Song 
of  Sixpence— (37)  Bottom  Appreciated— (38)  Jilted  by  Both  Parties— (39)  The  Lions  Are  Chained— 
(40)  Red  Riding  Hood  Up  to  Date— 41)  Uncle  Sam's  Wooing— < 42)  A  Great  Day  for  the  Blue 
Grass  Don  Quixote— (43)  Don't  Monkey  with  the  Buzz-Saw— (44)  Too  Much  Business—  45)  The 
Infant  Samson— (46)  Our  Adullam— (47)  Christian  and  the  Mountebanks— (48)  Three  Children  Slid- 
ing on  the  Ice— (49)  Little  Tee  Wee— (50)  Lady  of  Lyons  Up  to  Date— (51)  Three  Blind  Mice— (52) 
Babel  Up  to  Date— (53-7)  Five  Little  Pigs. . . . . , 469-SOO 


SoiTnd  Currency 

Published  Semi-Monthly  by  the  Sound  Currency  Committee  of  the  Reform  Club. 

Entered  as  Second-Class  Matter  at  the  New  York,  N.  Y.,   Post-Office. 
Publication  Office,  No.  52  William  Street,  New  York  City. 


Vol.  II.,  No.  17.  NEW  YORK,  AUGUST  1,  1895.  \  I^S^s,  5  Ce£S? 

"The  Congress  shall  have  power  to  *  *  *  coin  money ;  regulate  the  value  thereof 
and  of  foreign  coin,  and  fix  the  standard  of  weights  and  measures" 

"No  State  shall  *  *  *  coin  money,  emit  bills  of  credit,  or  make  anything  but  gold 
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I.— LAWS  RELATING  TO  COINAGE. 

Con§1  il  111  Ion    Of   tlie  United  State§—  Article  1,  Section  8,  Paragraphs. 

The  Congress  shall  have  power    *    *    *    to  coin  money,  regulate  the  value  thereof, 
and  of  foreign  coin,  and  fix  the  standard  of  weights  and  measures. 

Article  1,  Section  10,  Paragraph  1. 

No  state  shall    *    *    *    coin  money,  emit  bills  of  credit,  make  anything  but  gold 
and  silver  coin  a  tender  in  payment  of  debts.     *    *    * 


Act    Of  April  2,  1792 — Establishing  a  Mint  and  Regulating  the  Coins  of  the 

United  States. 

Section  1.  Be  it  enacted,  etc.,  That  a  Mint  for  the  purpose  of  a  national  coinage  be 
and  the  same  is  established  ;  to  be  situate  and  carried  on  at  the  seat  of  the  Government 
of  the  United  States,  for  the  time  being  :  And  that  for  the  well  conducting  of  the  busi- 
ness of  the  said  Mint,  there  shall  be  the  following  officers  and  persons,  namely, — a 
Director,  an  assayer,  a  chief  coiner,  an  engraver,  a  treasurer. 

[Secs.  2,  3,  4,  5,  6  and  7  relate  to  the  duties  of  the  several  mint  officers,  their  oaths, 
"bonds,  salaries  and  accounts.] 

Sec.  8.  And  be  it  further  enacted,  That  in  addition  to  the  authority  vested  in  the 
President  of  the  United  States  by  a  resolution  of  the  last  session,  touching  the  engage- 
ment of  artists  and  the  procuring  of  apparatus  for  the  said  Mint,  the  President  be  author- 
ized, and  he  is  hereby  authorized,  to  cause  to  be  provided  and  put  in  proper  condition 
such  buildings,  and  in  such  manner  as  shall  appear  to  him  requisite  for  the  purpose  of 
carrying  on  the  business  of  the  said  Mint ;  and  that  as  well  the  expenses  which  shall 
have  been  incurred  pursuant  to  the  said  resolution  as  those  which  may  be  incurred  in 
providing  and  preparing  the  said  buildings,  and  all  other  expenses  which  may  hereafter 
accrue  for  the  maintenance  and  support  of  the  said  Mint,  and  in  carrying  on  the  business 
thereof,  over  and  above  the  sums  which  may  be  received  by  reason  of  the  rate  per 
centum  for  coinage  hereinafter  mentioned,  ehall  be  defrayed  from  the  Treasury  of  the 
United  States,  out  of  any  monies  which  from  to  time  shail  be  therein,  not  otherwise 
appropriated.    4 

Sec  9.  And  be  it  further  enacted,  That  there  shall  be  from  time  to  time  struck 
and  coined  at  the  said  mint  coins  of  gold,  silver  and  copper  of  the  following 
denominations,  values  and  descriptions,  viz.  :  Eagles — each  to  be  of  the  value  of  ten 
dollars  or  units,  and  to  contain  two  hundred  and  forty-seven  grains  and  four-eighths 
•of  a  grain  of  pure,  or  two  hundred  and  seventy  grains  of  standard  gold.  Half 
>  agles — each  to  be  of  the  value  of  five  dollars,  and  to  contain  one  hundred  and  twenty- 
three  grains  and  six-eighths  of  a  grain  of  pure,  or  one  hundred  and  thirty-five  grains 
of  standard  gold.  Quarter  Eagles — each  to  be  of  the  value  of  two  dollars  and  a 
half  dollar,  and  to  contain  sixty-one  grains  and  seven-eighths  of  a  grain  of  pure,  or 
sixty-seven  grains  and  four-eighths  of  a  grain  of  standard  gold.  Dollars  or  units — 
each  to  be  of  the  value  of  a  Spanish  milled  dollar  as  the  same  is  now  current,  and 
to  contain  three  hundred  and  seventy-one  grains  and  four-sixteenth  parts  of  a  grain 
of  pure,  or  four  hundred  and  sixteen  grains  of  standard  silver.  K  Half  Dollars— each 
to  be  of  half  the  value  of  the  dollar  or  unit,  and  to  contain  one  hundred  and  eighty- 
five  grains  and  ten-sixteenth  parts  of  a  grain  of  pure,  or  two  hundred  and  eight 
grains  of  standard  silver.  Quarter  Dollars — each  to  be  of  one-fourth  the  value  of  the 
dollar  or  unit,  and  to  contain  ninety-two  grains  and  thirteen-sixteenth  parts  of  a  grain 
of  pure,  or  one  hundred  and  four  grains  of  standard  silver.  Dismes — each  to  be  of 
the  value  of  one-tenth  of  a  dollar  or  unit,  and  to  contain  thirty  seven  grains  and 
two-sixteenth  parts  of  a  grain  of  pure,  or  forty-one  grains  and  three-fifth  parts  of  a 
grain  of  standard  silver,  Half  Dismes— each  to  be  of  the  value  of  one-twentieth  of 
a  dollar,  and  to  contain  eighteen  grains  and  nine-sixteenth  parts  of  a  grain  of  pure, 
or  twenty  grains  and  four-fifth  parts  of  a  grain  of  standard  silver.  Cents — each  to 
be  of  the  value  of  the  one  hundredth  part  of  a  dollar,  and  to  contain  eleven  penny- 
weights of  copper.1  Half  Cents — each  to  be  of  the  value  of  half  a  cent,  and  to 
contain  five  pennyweights  and  half  a  pennyweight  of  copper. 

Sec  10.  And  be  it  further  enacted,  That,  upon  the  said  coins  respectively,  there 
shall  be  the  following  devices  and  legends,  namely :  Upon  one  side  of  each  of  the  said 
coins  there  shall  be  an  impression  emblematic  of  liberty,  with  an  inscription  of  the  word 
Liberty,  and  the  year  of  the  coinage ;  and  upon  the  reverse  of  each  of  the  gold  and 
silver  coins  there  shall  be  the  figure  or  representation  of  an  eagle,  with  this  inscription, 
"  United  States  of  America,"  and  upon  the  reverse  of  each  of  the  copper  coins 
there  shall  be  an  inscription  which  shall  express  the  denomination  of  the  piece,  namely, 
cent  or  half-cent,  as  the  case  may  require. 

Sec  11.  And  be  it  further  enacted,  That  the  proportional  value  of  gold  to  silver  in 
all  coins  which  shall  by  law  be  current  as  money  within  the  United  States,  shall  be  as 
fifteen  to  one,2  according  to  quantity  in  weight, of  pure  gold  or  pure  silver;  that  is  to  say, 
every  fifteen  pounds  weight  of  pure  silver  shall  be  of  equal  value  in  all  payments,  with 
one  pound  weight  of  pure  gold,  and  so  in  proportion  as  to  any  greater  or  less  quantities 
of  the  respective  metals.  v 

„     1  Weight  changed  by  Act  of  January  14,  1793,  and  March  3, 1795,  sec.  8. 

2  F0r  change  of  standard— See  Act  of  June  28, 1834,  and  Act  January  18, 1837,  sees.  8  and  16. 


Sec.  12.  And  be  it  further  enacted,  That  the  standard  for  all  gold  coins  of  the 
United  States  shall  be  eleven  parts  fine  to  one  part  alloy  ;  and  accordingly  that  eleven 
parts  in  twelve  of  the  entire  weight  of  each  of  the  said  coins  shall  consist  of  pure  go!d,'J 
and  the  remaining  one-twelfth  part  of  alloy ;  and  the  said  alloy  shall  be  composed  of 
silver  and  copper,  in  such  proportions  not  exceeding  one-half  silver  as  shall  be  found 
•convenient;  to  be  regulated  by  the  director  of  the  mint,  for  the  time  being  with  the 
approbation  of  the  President  of  the  United  States,  until  further  provision  shall  be  made 
by  law.  And,  to  the  end  that  the  necessary  information  may  be  had  in  order  to  the 
making  of  such  further  provision,  it  shall  be  the  duty  of  the  director  of  the  mint  at  the 
•expiration  of  a  year  after  commencing  the  operations  of  the  said  mint  to  report  to  Con- 
gress the  practice  thereof  during  the  said  year,  touching  the  composition  of  the  alloy 
of  the  said  gold  coins,  the  reasons  for  such  practice,  and  the  experiments  and  observa- 
tion which  shall  have  been  made  concerning  the  effects  of  different  proportions  of  silver 
and  copper  in  the  said  alloy. 

Sec.  13.  And,  be  it  further  enacted,  That  the  standard  of  all  silver  coins  of  the  United 
"States  shall  be  one  thousand  four  hundred  and  eighty-five  parts  fine  to  one  hundred  and 
seventy-nine  parts  alloy  ;  and  accordingly  that  one  thousand  four  hundred  and  eighty- 
five  parts  in  one  thousand  six  hundred  and  sixty-four  parts  of  the  entire  weight  of  each 
of  the  said  coins  shall  consist  of  pure  silver,  and  the  remaining  one  hundred  and 
seventy-nine  parts  of  alloy  ;  which  alloy  shall  be  wholly  of*copper.4  r 

Sec.  14.  And  be  it  further  enacted,  That  it  shall  be  lawful  for  any  person  or  persons 
to  bring  to  the  said  mint  gold  and  silver  bullion,  in  order  to  their  being  coined;  and 
that  the  bullion  so  brought  shall  be  there  assayed  and  coined  as  speedily  as  may  be  after 
the  receipt  thereof,  and  that  free  of  expense  to  the  person  or  persons  by  whom  the  same 
shall  have  been  brought.5  And  as  soon  as  the  said  bullion  shall  have  been  coined,  the 
person  or  persons  by  whom  the  same  shall  have  been  delivered  shall,  upon  demand, 
receive  in  lieu  thereof  coins  of  the  same  species  of  bullion  which  shall  have  been  so 
•delivered,  weight  for  weight,  of  the  pure  gold  or  pure  silver  therein  contained  ;  Provided 
nevertheless,  That  it  shall  be  at  the  mutual  option  of  the  party  or  parties  bringing  such 
bullion,  and  of  the  direction  of  the  said  mint,  to  make  an  immediate  exchange  of  coins  for 
standard  bullion,  wilh  a  deduction  of  one-half  per  cent,  from  the  weight  of  the  pure  gold 
■or  pure  silver  contained  in  the  said  bullion,  as  an  indemnification  to  the  mint  for  the 
time  which  will  necessarily  be  required  for  coining  the  said  bullion,  and  for  the  advance 
which  shall  have  t  een  so  made  in  coins.  And  it  shall  be  the  duty  of  the  Secretary  of 
the  Treasury  to  furnish  the  said  mint  from  time  to  time  whenever  the  state  of  the 
Treasury  will  admit  thereof,  with  such  sums  as  may  be  necessary  for  effecting  the  said 
exchanges,  to  be  replaced  as  speedily  as  may  be  out  of  the  coins  which  shall  have  been 
made  of  the  bullion  for  which  the  monies  so  furnished  shall  have  been  exchanged  ;  and 
the  said  deduction  of  one-half  per  cent,  shall  constitute  a  fund  towards  defraying  the 
-expenses  of  the  said  mint. 

Sec.  15.  And  be  it  further  enacted,  That  the  bullion  which  shall  be  brought  as 
aforesaid  to  the  mint  to  be  coined,  shall  be  coined,  and  the  equivalent  thereof  in  coins 
rendered,  if  demanded,  in  the  order  in  which  the  said  bullion  shall  have  been  brought 
-or  delivered,  giving  priority  according  to  priority  of  delivery  only,  and  without  prefer- 
ence to  any  person  or  persons  ;  and  if  any  preference  shall  be  given  contrary  to  the  direc- 
tion aforesaid,  the  officer  by  whom  such  undue  preference  shall  be  given,  shall  in  each 
•case  forfeit  and  pay  one  thousand  dollars  ;  to  be  recovered  with  costs  of  suit.  And  to 
the  end  that  it  may  be  known  if  such  preference  shall  at  any  time  be  given,  the  assayer 
•or  officer  to  whom  the  said  bullion  shall  be  delivered  to  be  coined,  shall  give  to  the  per- 
son or  persons  bringing  the  same,  a  memorandum  in  writing  under  his  hand,  denoting 
the  weight,  fineness  and  value  thereof,  together  with  the  day  and  order  of  its  delivery 
into  the  mint. 

Sec.  16.  And  be  it  further  enacted,  That  all  the  gold  and  silver  coins  which  have 
been  struck  at,  and  issued  from  the  said  mint,  shall  be  a  lawful  tender  in  all  payments 
whatsoever,  those  of  full  weight  according  to  the  respective  values  herein  before 
declared,  and  those  of  less  than  full  weight  at  values  proportional  to  their  respective 
weights. 

Sec.  17.  And  be  it  further  enacted.  That  it  shall  be  the  duty  of  the  respective  officers 
of  the  said  mint,  carefully  and  faithfully  to  use  their  best  endeavors  that  all  the  gold  and 
silver  coins  which  shall  be  struck  at  the  said  mint  shall  be,  as  nearly  as  may  be,  con- 
formable to  the  several  standards  and  weights  aforesaid,  and  that  the  copper  whereof 
the  cents  and  half  cents  aforesaid  may  be  composed,  shall  be  of  good  quality. 

Sec.  18.  And  the  better  to  secure  a  due  conformity  of  the  said  gold  and  silver  coins 
to  their  respective  standards,  Be  it  further  enacted,  That  from  every  separate  mass  of 
standard  gold  or  silver,  which  shall  be  made  into  coins  at  the  said  Mint,  there  shall  be 
taken,  set  apart  by  the  Treasurer  and  reserved  in  his  custody  a  certain  number  of  pieces, 
not  less  than  three,  and  that  once  in  every  year  the  pieces  so  set  apart  and  reserved, 
shall  be  assayed  under  the  inspection  of  the  Chief  Justice  of  the  United  States,  the 
Secretary  and  Comptroller  of  the  Treasury,  the  Secretary  for  the  Department  of  State, 

*  See  Act  of  January  18,  1837,  see.  8. 
«See  Act  of  Jan.  18,  1837,  sec,  8. 

6  The  retention  of  sufficient  bullion  to  cover  expenses  of  refining  directed  by  act  of  March  3,  1793b 
*ec.  5  ;  act  of  May  27, 1796  ;  April  24,  1800. 


and  the  Attorne/  General  of  the  United  States  (who  are  hereby  required  to  a'tend  for 
that  purpose  at  the  said  Mint,  on  the  last  Monday  in  July  in  each  year),  or  under  the 
inspection  of  any  three  of  them,  in  such  manner  as  they  or  a  majority  of  them  shall 
dnect  and  in  the  presence  of  the  Director,  assayer  and  chief  coiner  of  the  said  Mint  •. 
r.ud  if  it  shall  be  found  that  the  gold  and  silver  so  assayeJ,  shall  not  be  inferior  to  their 
respective  standards  herein  Lef">re  declared  more  than  Om;  part  in  one  hundred  and 
forty-four  parts,  the  officer  or  officers  of  the  said  Mint  whom  it  may  concern  shall  be 
held  excusable  :  but  if  any  greater  inferiority  shall  appear,  it  shall  be  certified  to  the 
President  of  the  United  States,  and  the  said  officer  or  officers  shall  be  deemed  disqualified 
to  hold  their  respective  offices. 

Sec.  19.  And  be  it  further  enacted,  That  if  any  of  the  gold  or  silver  coins  which 
shall  be  struck  or  coined  at  the  said  Mint  shail  be  debased  or  made  worse  as  to  the 
proportion  of  fine  gold  or  fine  silver  therein  contained,  or  shall  be  of  less  weight  or 
value  than  the  same  ought  to  be  pursuant  to  the  directions  of  this  act,  through  the 
cbfault  or  with  the  connivance  of  any  of  the  officers  or  persons  who  shall  be  employed 
at  the  said  Mint,  for  the  purpose  of  profit  or  gain,  or  otherwise  with  a  fraudulent 
intent,  and  if  any  of  the  said  officers  or  persons  shall  embezzle  any  of  the  metals  which, 
shall  at  any  time  be  committed  to  their  charge  for  the  purpose  of  being  coined,  or  any 
of  the  coins  whic'i  shall  be  struck  or  coined  at  the  said  Mint,  every  such  officer  or 
person  who  shall  commit  any  or  either  of  the  said  offenses,  shall  be  deemed  guilty  of 
felony,  and  shall  suffer  dea  h. 

Sec.  20.  And  be  it  further  enacted,  That  the  money  of  account  of  1he  United 
States  shall  be  expressed  in  dollars  or  units,  dismes  or  tenths,  cents  or  hundredths,  and 
miles  or  thousandths,  a  disme  being  a  tenth  part  of  a  dollar,  a  cent  the  hundredth  part 
of  a  dollar,  a  mille  the  thousandth  part  of  a  dollar,  and  that  all  accounts  in  publie 
offices  and  all  proceedings  in  the  courts  of  the  United  States  shall  be  kept  and  had  in 
conformity  to  this  regulation. 

Act  Of  M;iy   8,    1792 — To  provide  for  a,  copper  coinage. 

[Provides  for  the  coinage  of  copper  cents  and  half  cents,  pursuant  to  the  Act  of 
April  2,  1892  ;  and  imposes  a  penalty  for  offering  to  pass  other  copper  coins.] 

Act  Of  January  14,   1793 — An  act  regulating  the  coinage  of  copper. 

Be  it  enacted,  etc.,  That  every  cent  shall  contain  two  hundred  and  eight  grains  of 
copper,  and  every  half  cent  shall  contain  one  hundred  and  four  grains  of  copper  ;  and  that 
so  much  of  the  act  entitled  -■  An  act  establishing  a  mint,  and  regulating  the  coins  of  the 
United  States,"  as  respects  the  weights  of  cents  and  half  cents,  shall  be,  and  the  same  i& 
hereby  repealed. 

Act  Of  February  9,    17931— An  act  regulating  foreign   coins,  making  them  a, 
legal  tender,  and  establishing  their  value,  etc. 

Section  1.  Be  it  enacted,  etc.,  That  from  and  after  the  first  day  of  July  next,  for- 
eign gold  and  silver  coins  shall  pass  current  as  money  within  the  United  States,  and  be 
a  legal  tender  for  the  payment  of  all  debts  and  demands,  at  the  several  and  respective  rates- 
following,  and  not  otherwise,  viz  :  The  gold  coins  of  Great  Britain  and  Portugal  of  their 
present  standard,  at  the  rate  of  one  hundred  cents  for  every  twen'y-seven  grains  of  the 
actual  weight  thereof ;  the  gold  coins  of  France,  Spain  and  the  dominions  of  Spain,  of 
their  present  standard,  at  the  rate  of  one  hundred  cents  for  every  twenty-seven  grains- 
and  two-fifths  of  a  grain,  of  the  actual  weight  thereof.  Spanish  milled  dollars,  at  the 
rate  of  one  hundred  cents  for  each  dollar,  the  actual  weight  whereof  shall  not  be  less- 
than  seventeen  pennyweights  and  seven  grains;  and  in  proportion  for  the  parts  of  a. 
dollar.  Crowns  of  France,  at  the  rate  of  one  hundred  and  ten  cents  for  each  crown,  the 
actual  weight  whereof  shall  not  be  less  than  eighteen  pennyweight  and  seventeen  grains, 
and  in  proportion  for  the  parts  of  a  crown.  But  no  foreign  coin  that  may  have  been, 
or  shall  be  issued  subsequently  to  the  first  day  of  January,  1792,  shall  be  a  tender, 
as  aforesaid,  until  samples  thereof  shall  have  been  found,  by  assay,  at  the  Mint  of  the 
United  States,  to  be  conformable  to  the  respective  standards  required,  and  proclama- 
tion thereof  shall  have  been  made  by  the  President  of  the  United  States. 

aThe  subsequent  legi?lation  upon  this  subject  is  as  follows  : 

Act  of  February  1,  1796— Suspends  section  2  of  above  act,  and  continues  for  three  years  from 
January  1, 1798,  and  until  the  end  of  the  next  session  of  Congress  thereafter,  the  legal  tender  quality  of 
foreign  gold  and  s-ilver  coins  at  the  same  rates  as  per  section  1  of  the  act  of  February  9,  1793. 

Act  of  April  30, 1803— Further  suspends  section  2  of  the  act  of  February  9,  1793.  Foreign  coins 
continued  as  legal  tender  for  three  years. 

Act  of  April  10, 180tt— Foreign  gold  and  silver  coins  to  be  current  and  a  legal  tender  in  the 
United  States  for  three  years  at  same  rates  as  by  act  of  February  9,  1793. 

Act  of  April  39, 1816  -  Restores  legal  tender  character  of  foreign  coins  for  three  years,  at  the 
following  ratos  :  Gold  coins  of  Great  Britain  and  Portugal,  100  cents  for  every  27  grains,  or  L8.}  cents  per 
pennyweight;  gold  coins  of  France,  100  cents  for  every  27}  grains,  or  87£  cents  per  pennyw  ight ;  gold 
coin3  of  Spain,  100  cents  for  every  28}  grains,  or  84  cents  per  pennyweight ;  silver  crowns  of  France,  117.6 
cents  per  ounce,  or  110  cents  for  each  crown  weighing  18  pennyweights  17  grains  ;  5-franc  pieces,  116  cents 
per  ounce,  or  93  3  cents  for  each  5-franc  piece  weighing  16  pennyweights  2  grains. 

Act  of  March.  3,  1819—Continnes  in  force  the  lesral  tender  value  in  the  United  States  of  foreign 
gold  coins  at  the  rates  cf  April  29,  1816,  until  November  1, 1819  ;  "  and  from  and  after  that  day  foreign  gold 
coins  Fhall  cease  to  be  a  tender  in  the  United  States  for  the  payment  of  debts  or  demands.'1  Part  of  act  of 
April  29,  1816,  relating  to  silver  coins,  continued  in  force  until  April  29,  18*31. 

,     Act  of  March.  3,  1 831— Crowns  and  5-franc  pieces  of  France  continued  as  legal  tender  until  April. 
29,  1823. 

Act  of  March  3, 1833 — Continues  for  two  years  longer  the  legal  tender  character  of  crowns  and! 
5-franc  pieces  of  France. 


Sec.  2.  Provided  always,  and  be  it  further  enacted,  That  at  the  expiration  of  three 
years  next  ensuing  the  time  when  the  coinage  of  gold  and  silver,  agreeably  to  the  act 
entitled  "  An  act  establishing  a  Mint,  and  regulating  the  coins  of  the  United  States," 
shall  commence  at  the  mint  of  the  United  States,  (which  time  shall  be  announced  by  the 
proclamation  of  the  President  of  the  United  States,)  all  foreign  gold  coins  and  all  foreign 
silver  coins,  except  Spanish  milled  dollars  and  parts  of  such  dollars,  shall  cease  to  be  a 
legal  tender,  as  aforesaid. 

Sec.  3.  And  be  it  further  enacted,  That  all  foreign  gold  and  silver  coins  (except 
Spanish  milled  dollars,  and  parts  of  such  dollars),  which  shall  be  received  in  payment  for 
monies  due  to  the  United  States,  after  the  said  time,  when  the  coining  of  gold  and  silver 
coins  shall  begin  at  the  Mint  of  the  United  States  shall,  previously  to  their  being  issued 
in  circulation,  be  coined  anew,  in  conformity  to  the  act  entitled  "  An  act  establishing  a 
Mint  and  regulating  the  coins  of  the  United  States." 

[Sec  4.  Provides  that  from  and  after  July  1, 1793,  foreign  gold  and  silver  coins  shall 
be  received  for  dues  and  fees  at  rates  herein  established.] 

[Sec.  5.  Fixes  the  time  for  making  annual  assays.] 

Act  Of  March  3,  1795 — An    act    providing   for   the    Mint  and  regulating  the 
coins  of  the  United  States. 

[Sections  1.  2,  3  and  4.  Provide  for  additional  officers  of  the  Mint,  prescribe  their 
duties,  define  their  compensation,  etc.]. 

Sec  5.  And  be  it  further  enacted,  That  the  treasurer  of  the  mint  shall,  and  he  is 
hereby  directed,  to  retain  two  cents  per  ounce  from  every  deposit  of  silver  bullion  below 
the  standard  of  the  United  States,  which  hereafter  shall  be  made  for  the  purpose  of 
refining  and  coining  ;  and  four  cents  per  ounce  from  every  deposit  of  gold  bullion  made 
as  aforesaid,  below  the  standard  of  the  United  States,  unless  the  same  shall  be  so  far 
below  the  standard  as  to  require  the  operation  of  the  test,  in  which  case,  the  treasurer 
shall  retain  six  cents  per  ounce,  which  sum  so  retaine:!  shall  be  accounted  for  by  the  said 
treasurer  with  the  treasury  of  the  United  States,  as  a  compensation  for  melting  and 
refining  the  same. 

Sec  6.  And  be  it  further  enacted,  That  the  treasurer  of  the  mint  shall  not  be  obliged 
to  receive  from  any  person,  for  the  purpose  of  refining  and  coining,  any  deposit  of  silver 
bullion,  below  the  standard  of  the  United  States,  in  a  smaller  quantity  than  two  hundred 
ounces  ;  nor  a  like  deposit  of  gold  bullion  below  the  said  standard,  in  a  smaller  quantity 
\han  twenty  ouncs. 

Sec  7.  And  be  it  further  enacted,  That  from  and  after  the  pissing  of  thn  act,  it 
Shall  and  may  be  lawful  for  the  officers  of  the  mint  to  give  a  preference  to  silver  or 
gold  bullion,  deposited  for  coinage,  which  shall  be  of  the  standard  of  the  United  States, 
so  far  as  respects  the  coining  of  the  same,  although  bullion  below  the  stan  lard,  and  not 
yet  refined,  may  have  been  deposited  for  coinage,  previous  thereto,  any  law  to  the  con- 
trary notwithstanding  ;  Provided,  That  nothing  herein  shall  justify  the  officers  of  the 
mint,  or  any  one  of  them,  in  unnecessarily  delaying  the  refining  any  silver  or  gold  bullion 
below  the  standard,  that  may  be  deposited,  as  aforesaid. 

Sec  8.  And  be  it  further  enacted,  That  the  President  of  the  United  Stales  be,  and  he 
is  hereby  authorized,  whenever  he  shall  think  it  for  the  benefit  of  the  United  States,  to 
reduce  the  weight  of  the  copper  coin  of  the  United  States  ;  Provided,  such  reduction  shall 
not,  in  the  whole,  exceed  two  pennyweights  in  each  cent,  and  in  a  like  proportion  in  a 
half  cent ;  of  which  he  shall  give  notice  by  proclamation,*  and  communicate  the  same 
to  the  then  next  Consress. 

Sec  9.  And  be  it  further  enacted,  That  it  shall  be  the  duty  of  the  treasurer  of  the 
United  States,  from  time  to  time,  as  often  as  he  shall  receive  copper  cents  and  half  cents 
from  the  treasurer  of  the  mint,  to  send  them  to  the  bank  or  branch  banks  of  the  United 
States,  in  each  of  the  states  where  such  bank  is  established ;  and  where  there  is  no  bank 
established,  then  to  the  collector  of  the  principal  town  in  such  state  (in  the  proportion  of 
the  number  of  inhabitants  of  such  state)  to  be  by  such  bank  or  collector,  paid  out  to  the 
citizens  of  the  state  for  cash,  in  sums  not  less  than  ten  dollars  value  ;  and  that  the  same 

Actof  March  3, 1833— Gold  coins  of  Great  Britain,  Portugal.  France  and  Spam  to  be  received 
in  payment  of  lands  bought  by  tue  United  States  at  the  rates  given  in  the  Act  of  April  29,  181G,  but  not 
made  leiral  tender. 

Act  of  June  3"»,  1834— Certain  silver  coins  to  be  of  the  legal  value  and  pass  by  tale,  the  dol- 
lars of  Mexico  Peru,  Chili  and  Central  America,  of  not  less  weight  than  41  j  grains,  and  re-stamped  dollars 
of  Brazil  of  like  weight,  fineness,  not  less  than  10  ounces  li  pennyweights  of  pure  silver  in  Troy  pound  of 
12  ounces  of  standard  silver,  at  100  cents  each  ;  the  5-franc  piece  of  Prance,  weighing  not  less  than  384 
grains,  at  93  cents. 

Act  of  June  28, 1834— Regulates  the  legal  teider  value  of  certain  gold  coins,  as  follows  :  Great 
Britain,  Portugal  and  Brazil,  of  not  less  than  22  carats  fine,  at  94.8  cents  per  pennyweight.  :  those  of  France, 
T%  fine,  93.1  cents  per  pennyweight,  and  those  of  Spain,  Mexico  and  Colombia,  of  20  carats  3^  grains  fine, 
uX  89.9  cents  per  pennyweight. 

Act  of  March  3, 1843— Foreign  gold  coins  to  pass  current  "  and  be  receivable,  by  weight,  for  the 
payments  of  all  debts  and  demands  "  at  the  following  rates  :  Tho^e  of  Great  Britain,  not  less  than  .915$- 
fine,  94.6  cents  per  pennyweight ;  those  of  France,  of  not  less  than  .89 )  fine,  at  92.9  cents  per  pennyweight. 

Silver  coins  at  the  following  rates:  Spanish  pillar  dollars  and  dollars  of  Mexico,  Spain,  Peru.  Bolivia, 
not  less  than  .897  fine  and  415  grains  in  weight,  at  100  cents  each  ;  5-franc  pieces  of  France,  not  less  than 
.900  fine  and  3S4  grains  in  weight,  at  93  cents  each. 

Act  of  February  81,  18",7— Spanish  and  Mexican  coins,  known  as  the  quarter,  eighth  and  six- 
teenth of  the  Spanish  pillar  dollar,  and  Mexican  dollar,  to  be  received  by  the  United  States,  as  follows: 
J  of  a  dollar,  or  2  reals,  at  20  cents  ;  \  of  a  dollar,  or  1  real,  at  10  cents  ;  ^  of  a  dollar,  or  £  real,  at  5  cents. 
Said  coins  to  be  recoine  1  when  received.    Former  acts  making  foreign  coins  a  legal  tender  repealed. 

*  Weight  changed  by  proclamation  of  President,  January  26, 1796. 


be  done  at  the  risk  and  expense  of  the  United  States,  under  such  regulations  as  shall  be 
prescribed  by  the  department  of  the  treasury. 

Act  Of  April  21,  1§06 — An  act  for  the  punishment  of  counterfeiting,  etc. 

[Provides  penalties  for  counterfeiting  coins  of  the  United  States,  or  those  of  foreign 
countries  made  current  in  the  United  States  ;  for  importing  false  or  counterfeit  coins  ; 
and  for  impairing,  falsifying,  etc.,  the  coins  of  the  United  States.  Continues  jurisdic- 
tion of  individual  States  over  offenses  made  punishable  by  this  act.] 

Act  Of  June  28,  1834 — Concerning  gold  coins  of  the  United  States,  and  for  other 

purposes* 

Be  it  enacted  etc. ,  That  the  gold  coins  of  the  United  States  shall  contain  the  follow- 
ing quantities  of  metal,  that  is  to  say  ;  each  eagle  shall  contain  two  hundred  and  thirty- 
two  grains  of  pure  gold,  and  two  hundred  and  fifty-eight  grains  of  standard  gold  ;  each 
half  eagle  one  hundred  and  sixteen  grains  of  pure  gold,  and  one  hundred  and  twenty- 
nine  grains  of  standard  gold ;  each  quarter  eagle  shall  contain  fifty-eight  grains  of  pure 
gold,  and  sixty-four  and  a  half  grains  of  standard  gold  ;  every  such  eagle  shall  be  of  the 
value  of  ten  dollars  ;  every  such  half  eagle  shall  be  of  the  value  of  five  dollars;  and  every 
such  quarter  eagle  shall  be  of  the  value  of  two  dollars  and  fifty  cents  ;  and  the  said  gold 
coins  shall  be  receivable  in  all  payments  when  of  full  weight  according  to  their  respec- 
tive values  ;  and  when  of  less  than  full  weight,  at  less  values,  proportioned  to  their  respec- 
tive actual  weights. 

">  Sec.  2.  And  be  it  further  enacted,  That  all  standard  gold  or  silver  deposited  for 
coinage  after  the  thirty-first  of  July  next,  shall  be  paid  for  in  coin  under  the  direction  of 
the  Secretary  of  the  Treasury,  within  five  days  from  the  making  of  such  deposit,  deduct- 
ing from  the  amount  of  said  deposit  of  gold  and  silver  one-half  of  one  per  centum  ;  Pro- 
Tided,  That  no  deduction  shall  be  made  unless  said  advance  be  required  by  such  depositor 
within  forty  days. 

Sec.  3.  And  be  it  further  enacted,  That  all  gold  coins  of  the  United  States,  minted 
anterior  to  the  thirty-first  day  of  July  next,  shall  be  receivable  in  all  payments  at  the  rate 
of  ninety- four  and  eight-tenths  of  a  cent  per  pennyweight. 

[Sec.  4.  Directs  the  setting  apart  of  gold  coins  for  assay  as  provided  in  the  Act  of 
April  2,  1792,  by  the  Treasurer  of  the  Mint,  and  makes  a  maximum  limit  of  inferiority  of 
standards  to  exceed  which  would  result  in  disqualification  of  Mint  officers  to  hold 
office  ;  and  further  provides  that  if,  in  making  any  delivery  of  coin  at  the  Mint  in  pay- 
ment of  a  deposit,  the  weight  thereof  shall  be  found  defective,  the  officer  concerned  shall 
be  responsible  to  the  owner  for  the  full  weight,  if  claimed  at  the  time  of  delivery.] 

Act  Of  January   18,  1837— Further  in  regard  to  the  establishment  of  a  mint 
and  regulation  of  coins  of  the  United  States. 

Be  it  enacted,  etc.,  That  the  officers  of  the  Mint  of  the  United  States  shall  be  a  Direc- 
tor, a  treasurer,  an  assayer,  a  melter  and  refiner,  a  chief  coiner  and  an  engraver,  to  be 
appointed  by  the  President  of  the  United  States,  by  and  with  the  advice  and  consent  of 
the  Senate. 

[Secs.  2-7,  inclusive,  relate  to  the  organization  of  the  Mint,  duties  of  officers,  bonds, 
salaries,  etc.] 

Sec  8.  And  be  it  further  enacted,  That  the  standard  for  both  gold  and  silver  coins  of 
the  United  States  shall  hereafter  be  such,  that  of  one  thousand  parts  by  weight,  nine 
hundred  shall  be  of  pure  metal,  and  one  hundred  of  alloy  ;  and  the  alloy  of  the  silver 
coins  shall  be  of  copper ;  and  the  alloy  of  the  gold  coins  shall  be  of  copper  and  silver, 
provided  that  the  silver  do  not  exceed  one-half  of  the  whole  alloy. 

Sec  9.  And  be  it  further  enacted,  That  of  the  silver  coins,  the  dollar  shall  be  of  the 
weight  of  four  hundred  and  twelve  and  one-half  grains  ;  the  half  dollar  of  the  weight  of 
two  hundred  and  six  and  one-fourth  grains  ;  the  quarter  dollar  of  the  weight  of  one  hun- 
dred and  three  and  one-eighth  grains ;  the  dime,  or  tenth  part  of  a  dollar,  of  the  weight 
of  forty -one  and  a  quarter  grains ;  and  the  half  dime,  or  twentieth  part  of  a  dollar,  of 
the  weight  of  twenty  grains  and  five-eighths  of  a  grain.  And  that  dollars,  half  dollars 
and  quarter  dollars,  dimes  and  half  dimes,  shall  be  legal  tenders  of  payment,  according 
to  their  nominal  value,  for  any  sums  whatever. 

Sec  10.  And  be  it  further  enacted,  That  of  the  gold  coins,  the  weight  of  the  eagle 
shall  be  two  hundred  and  fifty-eight  grains  ;  that  of  the  half  eagle  one  hundred  and 
twenty-nine  grains  ;  and  that  of  the  quarter  eagle  sixty-four  and  one-half  grains.  And 
that  for  all  sums  whatever,  the  eagle  shall  be  a  legal  tender  of  payment  for  ten  dollars  ; 
the  half  eagle  for  five  dollars,  and  the  quarter  eagle  for  two  and  a  half  dollars. 

Sec  11.  And  be  it  further  enacted,  That  the  silver  coins  heretofore  issued  at  the  Mint 
of  the  United  States,  and  the  gold  coins  issued  since  the  31st  day  of  July,  1834,  shall 
continue  to  be  legal  tenders  of  payment  for  their  nominal  values,  on  the  same  terms  as 
if  they  were  of  the  coinage  provided  for  by  this  act. 

Sec  12.  And  be  it  further  enacted,  That  of  the  copper  coins,  the  weight  of  the  cent 
shall  be  one  hundred  and  sixty  eight  grains,  and  the  weight  of  the  half  cent  eighty-four 
grains.  And  the  cent  shall  be  considered  of  the  value  of  one-hundredth  part  of  a  dollar, 
and  the  half  cent  of  the  value  of  one  two-hundredth  part  of  a  dollar.  < 

Sec  13.  And  be  it  further  enacted,  That  upon  the  coins  struck  at  the  Mint  there 
shall  be  the  following  devices  and  legends  :  Upon  one  side  of  each  of  said  coins  there 
shall  b3  an  impression  emblematic  of  liberty,  with  an  inscription  of  the  word  Liberty, 


and  the  year  of  the  coinage  ;  and  upon  the  reverse  of  each  of  the  gold  and  silver  coins, 
there  shall  be  the  figure  or  representation  of  an  eagle,  with  the  inscription  United  States 
of  America,  and  a  designation  of  the  value  of  the  coin  ;  but  on  the  reverse  of  the  dime 
and  half  dime,  cent  and  half  cent,  the  figure  of  the  eagle  shall  be  omitted. 

Sec  14.  And  be  it  further  enacted,  That  gold  and  silver  bullion  brought  to  the 
Mint  for  coinage,  shall  be  received  and  coined,  by  the  proper  officers,  for  the  benefit  of 
the  depositor  :  Provided,  that  it  shall  be  lawful  to  refuse,  at  the  Mint,  any  deposits  of 
less  value  than  one  hundred  dollars,  and  any  bullion  so  base  as  to  be  unsuitable  for  the 
operation  of  the  Mint ;  And  provided  also,  That  when  gold  and  silver  are  combined,  if 
•either  of  these  metals  be  in  such  small  proportion  that  it  cannot  be  separated  advan- 
tageously, no  allowance  shall  be  made  to  the  depositor  for  the  value  of  such  metal. 

Sec.  15.  And  be  it  further  enacted,  That  when  bullion  is  brought  to  the  Mint  for 
■coinage,  it  shall  be  weighed  by  the  Treasurer,  in  the  presence  of  the  depositor,  when 
practicable,  and  a  receipt  given  which  shall  state  the  description  and  weight  of  the 
bullion  :  Provided,  that  when  the  bullion  is  in  such  a  state  as  to  require  melting  before 
its  value  can  be  ascertained,  the  weight  after  melting  shall  be  considered  as  the  true 
weight  of  the  bullion  deposited. 

Sec.  16.  And  be  it  further  enacted,  That  from  every  parcel  of  bullion  deposited  for 
-coinage,  the  Treasurer  shall  deliver  to  the  Assayer  a  sufficient  portion  for  the  purpose  of 
being  assayed ;  but  all  such  bullion  remaining  from  the  operations  of  the  assay  shall  be 
returned  to  the  Treasurer  by  the  Assayer. 

Sec.  17.  And  be  it  further  enacted,  That  the  Assayer  shall  report  to  the  Treasurer 
the  quality  or  standard  of  the  bullion  assayed  by  him ;  and  he  shall  also  communicate  to 
the  Treasurer  such  information  as  will  enable  him  to  estimate  the  amount  of  the  charges 
hereinafter  provided  for,  to  be  made  to  the  depositor,  for  the  expenses  of  converting  the 
bullion  into  standard  metal  fit  for  coinage. 

Sec.  18.  And  be  it  further  enacted,  That  the  only  subjects  of  charge  by  the  Mint  to 
the  depositor  shall  be  the  following  :  For  refining  when  the  bullion  is  below  standard ; 
for  toughening  when  metals  are  contained  in  it  which  render  it  unfit  for  coinage;  for 
•copper  used  for  alloy  when  the  bullion  is  above  standard  ;  for  silver  introduced  into  the 
alloy  of  gold  ;  and  for  separating  the  gold  and  silver  when  these  metals  exist  together  in 
the  bullion  ;  and  that  the  rate  of  these  charges  shall  be  fixed,  from  time  to  time,  by  the 
Director,  with  the  concurrence  of  the  Secretary  of  the  Treasury,  so  as  not  to  exceed,  in 
their  judgment,  the  actual  expense  to  the  Mint  of  the  materials  and  labor  employed  in 
•each  of  the  cases  aforementioned  ;  and  that  the  amount  received  from  these  charges 
shall  be  accounted  for,  and  appropriated  for  defraying  the  contingent  expenses  of  the 
Mint. 

Sec.  19.  And  be  it  further  enacted,  That  from  the  report  of  the  assayer,  and  the 
weight  of  the  bullion,  the  treasurer  shall  estimate  the  whole  value  of  each  deposit,  and 
also  the  amount  of  the  charges  or  deductions,  if  any ;  of  all  which  he  shall  give  a  de- 
tailed memorandum  to  the  depositor;  and  he  shall  also  give,  at  the  same  time,  under 
his  hand,  a  certificate  of  the  net  amount  of  the  deposit,  to  be  paid  in  coins  of  the  same 
species  of  bullion  as  that  deposited. 

[Secs.  20-24.  Provide  for  methods  of  transfers  of  bullion,  accounts,  etc.,  within 
the  Mint,  and  limitation  of  deviation  from  legal  standard  of  ingots  used.] 

Sec  25.  And  be  it  further  enacted,  That  in  adjusting  the  weights  of  the  coins,  the 
^following  deviation  from  the  standard  weight  shall  not  be  exceeded  in  any  of  the  single 
pieces  :  In  the  dollar  and  half  dollar,  one  grain  and  a  half ;  in  the  quarter  dollar,  one 
grain  ;  in  the  dime  and  half  dime,  half  a  grain ;  in  the  gold  coins,  one  quarter  of  a  grain ; 
in  the  copper  coins,  one  grain  in  the  pennyweight ;  and  that  in  weighing  a  large  num- 
ber of  pieces  together,  when  delivered  from  the  Chief  coiner  to  the  treasurer,  and  from 
the  treasurer  to  the  depositors,  the  deviations  from  the  standard  weights  shall  not  exceed 
the  following  limits:  Four  pennyweights  in  one  thousand  dollars;  three  pennyweights 
in  one  thousand  half  dollars;  two  pennyweights  in  one  thousand  quarter  dollars  ;  one 
pennyweight  in  one  thousand  dimes  ;  one  penny  weight  in  one  thousand  half  dimes  ;  two 
pennyweights  in  one  thousand  eagles  ;  one  and  a  half  pennyweights  in  one  thousand  half 
eagles ;  one  pennyweight  in  one  thousand  quarter  eagles. 

[Secs.  26-29.  Provide  for  the  weighing  and  reservation  for  annual  test  of  coins,  dis- 
position of  clippings,  treasurer's  account  with  Chief  coiner,  allowance  for  waste,  etc.] 

Sec  30.  And  be  it  further  enacted,  That  when  the  coins  which  are  equivalent  to 
any  deposit  of  bullion  are  ready  for  delivery,  they  shall  be  paid  over  to  the  depositor, 
or  his  order,  by  the  Treasurer,  on  a  warrant  from  the  Director ;  and  that  the  payment 
shall  be  made,  if  demanded,  in  the  order  in  which  the  bullion  shall  have  been  brought 
to  the  Mint,  giving  priority  according  to  priority  of  deposit  only ;  and  that  in  the 
denominations  of  coin  delivered,  the  Treasurer  shall  comply  with  the  wishes  of  the 
depositor,  unless  when  impracticable  or  inconvenient  to  do  so  ;  in  which  case,  the 
denominations  of  coin  shall  be  designated  by  the  Director. 

Sec.  81.  And  be  it  further  enacted,  That  for  the  purpose  of  enabling  the  Mint  to  make 
returns  to  depositors  with  as  little  delay  as  possible,  it  shall  be  the  duty  of  the  Secretary 
of  the  Treasury  to  keep  in  the  said  Mint,  when  the  state  of  the  Treasury  will  admit 
thereof,  a  deposit  of  such  amount  of  public  money,  or  of  bullion  procured  for  the  pur- 
pose, as  he  shall  judge  convenient  and  necessary,  not  exceeding  one  million  of  dollars, 
out  of  which  those  who  bring  bullion  to  the  Mint  may  be  paid  the  value  thereof,  as  soon 
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as  practicable" after  this  value  has  been  ascertained  ;  that  the  bullion  so  deposited  shall 
become  the  property  of  the  United  States  ;  that  no  discount  or  interest  shall  be  charged 
on  moneys  so  advanced  ;  and  that  the  Secretary  of  the  Treasury  may  at  any  time  with- 
draw the  said  deposit,  or  any  part  thereof,  or  may,  at  his  discretion,  allow  the  coins 
formed  at  the  Mint  to  be  given  for  their  equivalent  in  other  money. 

Sec.  32.  And  be  it  further  enacted,  That  to  secure  a  due  conformity  in  the  gold  and 
silver  coins  to  their  respective  standards  and  weights,  an  annual  trial  shall  be  made  of 
the  pieces  reserved  for  this  purpose  at  the  Mint  and  its  branches,  before  the  judge  of  the 
district  court  of  the  United  States,  for  the  eastern  district  of  Pennsylvania,  the  attorney 
of  the  United  States  for  the  eastern  district  of  Pennsylvania,  and  the  collector  of  the  port 
of  Philadelphia,  and  such  other  persons  as  the  President  shall,  from  time  to  time,  desig- 
nate for  that  purpose,  who  shall  meet  as  commissioners,  for  the  performance  of  this  duty, 
on  the  second  Monday  in  February,  annually,  and  may  continue  their  meetings  by 
adjournment,  if  necessary  ;  and  if  a  majority  of  the  commissioners  shall  fail  to  attend  at 
any  time  appointed  for  their  meeting,  then  the  Director  of  the  Mint  shall  call  a  meeting 
of  the  commissioners  at  such  other  time  as  he  may  deem  convenient ;  and  that  before 
these  commissioners,  or  a  majority  of  them,  and  in  the  presence  of  the  officers  of  the 
Mint,  such  examination  shall  be  made  of  the  reserved  pieces  as  shall  be  judged  sufficient ; 
and  if  it  shall  appear  that  these  pieces  do  not  differ  from  the  standard  fineness  and  weight 
by  a  greater  quantity  than  is  allowed  by  law,  the  trial  shall  be  considered  and  reported 
as  satisfactory ;  but  if  any  greater  deviation  from  the  legal  standard  or  weight  shall 
appear,  this  fact  shall  be  certified  to  the  President  of  the  United  States,  and  if,  on  a  view 
of  the  circumstances  of  the  case,  he  shall  so  decide,  the  officer  or  officers  implicated  in 
the  error  shall  be  thenceforward  disqualified  from  holding  their  respective  offices. 

Sec.  33.  And  be  it  further  enacted,  That  copper  bullion  shall  be  purchased  for  the 
Mint,  from  time  tt)  time,  by  the  Treasurer,  under  instructions  f r^>m  the  Director  ;  that 
the  cost  shall  be  paid  from  the  fund  hereinafter  provided  for  ;  and  that  the  copper 
bullion  shall  be  of  good  quality,  and  in  form  of  planchets  fit  for  passing  at  once  into  the 
hands  of  the  chief  coiner. 

Sec.  34.  And  be  it  further  enacted.  That  the  copper  planchets  shall  be  delivered, 
from  time  to  time,  by  the  treasurer  to  the  chief  coiner,  to  be  by  him  coined ;  and  all 
such  copper  shall  be  returned  to  the  Treasurer,  by  the  chief  coiner,  weight  fcr  weight, 
without  allowance  for  waste. 

Sec.  35.  And  be  it  further  enacted,  That  it  shall  be  the  duty  of  the  Treasurer  of  the 
Mint  to  deliver  the  copper  coins,  in  exchange  for  their  legal  equivalent  in  other  money, 
to  any  persons  who  shall  apply  for  them  :  Provided,  That  the  sum  asked  for  be  not  less- 
than  a  certain  amount,  to  be  determined  by  the  Director,  and  that  it  be  not  so  great  as, 
in  his  judgment,  to  interfere  with  the  capacity  of  the  Mint  1o  supply  other  applicants. 

Sec.  38.  And  be  it  further  enacted,  That  the  copper  coins  may,  at  the  discretion  of 
the  Director,  be  delivered  in  any  of  the  principal  cities  and  towns  of  the  United  States, 
at  the  cost  of  the  Mint  for  transportation. 

Sec.  37.  And  be  it  further  enacted,  That  the  money  received  by  the  Treasurer  in  ex- 
change for  copper  coins  shall  form  a  fund  in  his  hands,  which  shall  be  used  to  purchase 
copper  planchets,  and  to  pay  the  expense  of  transportation  of  copper  coins  ;  and  that  if 
there  be  a  surplus,  the  same  shall  be  appropriated  to  defray  the  contingent  expenses  of 
the  Mint. 

Sec.  38.  And  be  it  further  enacted,  That  all  acts  or  parts  of  acts  heretofore  passed, 
relating  to  the  Mint  and  coins  of  the  United  States  which  are  inconsistent  with  the  pro- 
visions of  this  act  be,  and  the  same  are  hereby  repealed. 

Act  Of  IHarcll    3,  1849 — Authorizing  the  coinage  of  gold   dollars  and    double 

eagles. 

Be  it  enacted,  etc.,  That  there  shall  be,  from  time  to  time,  struck  and  coined  at 
the  Mint  of  the  United  States  and  the  branches  thereof,  conformably  in  all  respects 
to  law  (except  that  on  the  reverse  of  the  gold  dollar  the  figure  of  the  eagle  shall  be 
omitted),  and  conformably  in  all  respects  to  the  standard  for  gold  coins  now  estab- 
lished by  law,  coins  of  gold  of  the  following  denomination  and  values,  viz  :  double 
eagles,  each  to  be  of  the  value  of  twenty  dollars,  or  units,  and  gold  dollars,  each  to- 
be  of  the  value  of  one  dollar,  or  unit. 

Sec.  2.  And  be  it  further  enacted,  That  for  all  sums  whatever,  the  double  eagle 
shall  be  a  legal  tender  for  twenty  dollars  and  the  gold  dollar  shall  be  a  legal  tender  for 
one  dollar. 

Sec.  3.  And  be  it  further  enacted,  That  all  laws  now  in  force  in  relation  to  the 
coins  of  the  United  States,  and  the  striking  and  coining  the  same,  shall,  so  far  as  applic- 
able, have  full  force  and  effect  in  relation  to  the  coins  herein  authorized,  whether  the 
said  laws  are  penal  or  otherwise  ;  and  whether  they  are  for  preventing  counterfeiting  or 
abasement,  for  protecting  the  currency,  for  regulating  and  guarding  the  process  of  strik- 
ing and  coining,  and  the  preparations  therefor,  or  for  the  security  of  the  coin,  or  for 
any  other  purpose. 

Sec.  4.  And  be  it  further  enacted,  That,  in  adjusting  the  weights  of  gold  coin 
henceforth,  the  following  deviations  from  the  standard  weight  shall  not  be  exceeded  in 
any  of  the  single  pieces — namely,  in  the  double  eagle,  the  eagle,  and  the  half-eagle  one- 
half  of  a  grain,  and  in  the  quarter  eagle  and  gold  dollar,  one  quarter  of  a  grain  ;  and  that 
in  weighing  a  large  number  of  pieces  together,  when  delivered  from  the  chief  coiner  to 
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the  Treasurer  and  from  the  Treasurer  to  the  depositors,  the  deviation  from  the  standard 
weight  shall  not  exceed  three  pennyweights  in  one  thousand  double  eagles ;  two  penny- 
weights in  one  thousand  eagles  ;  one  and  one-haif  pennyweights  in  one  thousand  half 
-eagles;  one  pennyweight  in  one  thousand  quarter  eagles;  and  one-half  of  a  penny- 
weight in  one  thousand  gold  dollars. 

Act  of  i?iai*Cll  ft,  1851 — Provisions  in  regard  t»  coinage,  etc.,  contained  in  an 
act  to  reduce  and  modify  the  rates  of  postage  in  the  United  States  and  for 
other  purposes. 

******** 

Sec.  11.  And  be  it  further  enacted,  That  from  and  after  the  passage  of  this  act,  it 
shall  be  lawful  to  coin  at  the  Mint  of  the  United  States  and  its  branches,  a  piece  of  the 
denomination  and  legal  value  of  three  cents,  or  three-hundredths  of  a  dollar,  to  be  com- 
posed of  three-fourths  silver  and  one-fourth  copper,  and  to  weigh  twelve  grains  and 
three-eighths  of  a  grain1 ;  that  the  said  coin  shall  bear  such  devices  as  shall  be  con- 
spicuously different  from  those  of  the  other  silver  coins  and  of  the  gold  dollar,  but 
having  the  inscription  "  United  States  of  America,"  and  its  denomination  and  date  ;  and 
that  it  shall  be  a  legal  tender  in  payment  of  debts  for  all  sums  of  thirty  cents  and  under. 
And  that  no  ingots  shall  be  used  for  the  coinage  of  the  three-cent  pieces  herein  author- 
ized of  which  the  quality  differs  more  than  five-thousandths  from  the  legal  standard  ; 
and  that,  in  adjusting  the  weight  of  the  said  coin,  the  following  deviations  from  the 
standard  weight  shall  not  be  exceeded,  namely,  one-half  of  a  grain  in  the  single  piece, 
and  one  pennyweight  in  a  thousand  pieces. 

Act  Of  February    21,    1§53 — An  act  amendatory  of  existing  laws  relative  to 
the  half  dollar,  quarter  dollar,  dime  and  half  dime. 

Be  it  enacted,  etc.,  That  from  and  after  the  first  day  of  June,  1852  [1853],  the  weight 
of  the  half  dollar  or  piece  of  fifty  cents  shall  be  one  hundred  and  ninety-two  grains,  and 
the  quarter  dollar,  dime  and  half  dime,  shall  be,  respectively,  one-haif,  one-fifth,  and 
one-tenth  of  the  weight  of  said  half  dollar. 

Sec.  2.  And  be  it  further  enacted,  That  the  silver  coins  issued  in  conformity  with 
the  above  section,  shall  be  legal  tenders  in  payment  of  debts 'for  all  sums  not  exceeding 
five  dollars. 

Sec.  3.  And  be  it  further  enacted,  That  in  order  to  procure  bullion  for  the  requisite 
coinage  of  the  subdivisions  of  the  dollar  authorized  by  this  act,'  the  Treasurer  of  the 
Mint  shall,  with  the  approval  of  the  Director,  purchase  such  bu  lion  with  the  bullion 
fund  of  the  Mint.  He  shall  charge  himself  with  the  gain  arising  from  the  coinage  of 
such  bullion  into  coins  of  a  nominal  value  exceeding  the  intrinsic  value  thereof,  and 
shall  be  credited  with  the  difference  between  such  intrinsic  value  and  the  price  paid  for 
such  bullion,  and  with  the  expense  of  distributing  said  coins  as  hereinafter  provided. 
The  balances  to  his  credit,  or  the  profit  of  said  coinage,  shall  be,  from  time  to  time,  on 
a  warrant  of  the  Director  of  the  Mint,  transferred  to  the  account  of  the  Treasury  of  the 
United  States. 

Sec.  4.  And  be  it  further  enacted,  That  such  coins  shall  be  paid  out  at  the  Mint,  in 
exchange  for  gold  coins  at  par,  in  sums  not  less  than  one  hundred  dollars  ;  and  it  shall 
be.  lawful,  also,  to  transmit  parcels  of  the  same  from  time  to  time  to  the  assistant  treas- 
urers, depositaries,  and  other  officers  of  the  United  States,  under  general  regulations, 
proposed  by. the  Director  of  the  Mint,  and  approved  by  the  Secretary  of  the  Treasury  : 
Prodded,  hoirecer.  That  the  amount  coined  into  quarter  dollars,  dimes  and  half  dimes, 
shall  be  regulated  by  the  Secretary  of  the  Treasury. 

Sec.  5  And  be  it  further  enacted,  That  no  deposits  for  coinage  into  the  half  dollar, 
quarter  dollar,  dime,  and  half  dime,  shall  hereafter  be  received,  other  than  those  made 
by  the  Treasurer  of  the  Mint,  as  herein  authorized,  end  upon  account  of  the  United 
States. 

Sec  0.  And  be  it  further  enacted,  That,  at  the  option  of  the  depositor,  gold  or 
silver  may  be  cast  into  bars  or  ingots  of  either  pure  metal  or  of  standard  fineness,  as  the 
owner  may  prefer,  with  a  stamp  upon  the  same  designating  its  weight  and  fineness  ;  but 
no  piece  of  either  gold  or  silver  shall  be  cast  into  bars  or  ingots  of  a  less  weight  than 
ten  ounces,  except  pieces  of  one  ounce,  of  two  ounces,  of  three  ounces,  and  of  five 
ounces,  all  of  which  pieces  of  less  weight  than  ten  ounces  shall  be  of  the  standard  fine- 
ness, with  their  weight  and  fineness  stamped  upon  them;  but,  in  [all]  cases,  whether  the 
gold'  and  silver  deposited  be  coined  or  cast  into  bars  or  ingots,  there  shall  be  a  charge  to 
the  depositor,  in  addition  to  the  charge  now  made  for  refining  or  parting  the  metals,  of 
one-half  of  one  per  centum  ;  the  money  arising  from  this  charge  of  one-half  per  centum 
shall  be  charged  to  the  Treasurer  of  the  Mint,  and  from  time  to  time,  on  warrant  of  the 
Direcror  of  the  Mint,  shall  be  transferred  into  the  Treasury  of  the  United  States  :  Pro- 
vided, hoirever.  That  nothing  contained  in  this  section  shall  be  considered  as  applying  to 
the  half  c'ollar,  quarter  dollar,  the  dime,  and  half  dime. 

Sec.  7.  And  be  it  further  enacted,  That  from  time  to  time  there  shall  be  struck  and 
coined  at  the  Mint  of  the  United  States  and  the  branches  thereof,  conformably  in 
all  respects  to  law,  and  conformably  in  all  respects  to  the  standard  of  gold  coins  now 
-established  by  law,  a  coin  of  gold  of  the  value  of  three  dollars,  or  units,  and  all  the  pro- 
visions of  an  act  entitled  '  An  act  to  authorize  the  coinage  of  gold  dollars  and  double 
eagles."  approved  March  3,  1849,  shall  be  applied  to  the  coin  herein  authorized,  so  far 
i  See  Act  of  March  3,  1853,  sec.  7,  page  10. 
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as  the  same  may  be  applicable  ;  but  the  devices  and  shape  of  the  three-dollar  piece  shall 
be  fixed  by  the  Secretary  of  the  Treasury. 

Sec.  8.  And  be  it  further  enacted,  That  this  act  shall  be  in  force  from  and  after  the 
firstd  ay  of  June  next. 

Act   Of  ]?Iarcll   3,   1853 — Coinage  provisions    contained    in    an    act  to    supply 
deficiencies  in  tlie  appropriations,  for  the  fiscal  year  ending  June  30, 1833. 

[Sections  1  to  6,  inclusive,  relate  to  other  matters.] 

Sec  7.  And  be  it  further  enacted,  That  when  gold  or  silver  shall  be  cast  into  bars, 
or  ingots  or  formed  into  disks  at  the  Mint  of  the  United  States,  or  any  of  the  branches 
thereof,  or  at  any  assay  office  of  the  United  States,  the  charge  for  xefining,  casting,  or 
forming  said  bars,  ingots,  or  disks  shall  be  equal  to,  but  not  exceed,  the  actual  cost  of 
the  operation,  including  labor,  wastage,  use  of  machinery,  materials,  etc.,  to  be  regu- 
lated from  time  to  time  by  the  Secretary  of  the  Treasury.  And  the  Secretary  of  the 
Treasury  is  hereby  authorized  to  regulate  the  size  and  devices  of  the  new  silver  coin, 
authorized  by  an  act  entitled  "  An  act  amendatory  of  existing  laws  relative  to  the  half- 
dollar,  quarter  dollar,  dime  and  half  dime,"  passed  at  the  present  session  ;  and  that  to 
procure  such  devices,  as  also  the  models,  moulds  and  matrices  or  original  dies  for  the 
coins,  disks,  or  ingots  authorized  by  said  act,  the  Director  of  the  Mint  is  empowered, 
with  the  approval  of  the  Secretary  of  the  Treasury,  to  engage  temporarily  for  that  pur- 
pose the  services  of  one  or  more  artists,  distinguished  in  their  respective  departments , 
who  shall  be  paid  for  such  services  from  the  contingent  appropriation  for  the  Mint : 
And  that  hereafter  the  three  cent  coin  now  authorized  by  law  shall  be  made  of  the 
weight  of  three-fiftieths  of  the  weight  of  the  half  dollar,  as  provided  in  said  act,  and  of 
the  same  standard  of  fineness.  And  the  said  act,  entitled  "  An  act  amendatory  of  exist- 
ing laws  relative  to  the  half  dollar,  quarter  dollar,  dime  and  half  dime,"  shall  take  effect 
and  be  in  full  force  from  and  after  the  1st  day  of  April,  1853,  anything  therein  to  the 
contrary  notwithstanding. 

Act  Of  February   21,   1§57 — An  act  to  determine  tiie   legal  tender  value  ot 
foreign  coins,  and  for  the  coinage  of  cents  at  the  Mint  of  the  United  States. 

Be  it  enacted,  etc.,  That  the  pieces  commonly  known  as  the  quarter,  eighth, 
and  sixteenth  of  the  Spanish  pillar  dollar,  and  of  the  Mexican  dollar,  shall  be  receivable 
at  the  Treasury  of  the  United  States,  and  its  several  offices,  and  at  the  several  post- 
offices,  and  land-offices,  at  the  rates  of  valuation  following— that  is  to  say,  the  fourth  of 
a  dollar,  or  piece  of  two  reals,  at  twenty  cents  ;  the  eighth  of  a  dollar,  or  piece  of  one 
real,  at  ten  cents  ;  and  the  sixteenth  of  a  dollar,  or  half  real,  at  five  cents. 

Sec.  2.  Andbe  it  further  enacted,  That  the  said  coins,  when  so  received,  shall  not 
again  be  paid  out,  or  put  in  circulation,  but  shall  be  recoined  at  the  Mint.  And  it  shall 
be  the  duty  of  the  Director  of  the  Mint,  with  the  approval  of  the  Secretary  of  the 
Treasury,  to  prescribe  such  regulations  as  may  be  necessary  and  proper,  to  secure  their 
transmission  to  the  Mint  for  recoinage,  and  the  return  or  distribution  of  the  proceeds 
thereof,  when  deemed  expedient,  and  to  prescribe  such  forms  of  account  as  may  be  ap- 
propriate and  applicable  to  the  circumstances  :  Provided,  That  the  expenses  incident  to 
such  transmission  or  distribution,  and  of  recoinage,  shall  be  charged  against  the  account 
of  silver  profit  and  loss,  and  the  net  profits,  if  any,  shall  be  paid  from  time  to  time  into* 
the  Treasury  of  the  United  States. 

Sec  3.  Andbe  it  further  enacted,  That  all  former  acts  authorizing  the  currency  of  for- 
eign gold  or  silver  coins,  and  declaring  the  same  a  legal  tender  in  payment  for  debts,  are 
hereby  repealed  ;  but  it  shall  be  the  duty  of  the  Director  of  the  Mint  to  cause  assays  to- 
be  made,  from  time  to  time,  of  such  foreign  coins  as  may  be  known  to  our  commerce, 
to  determine  their  average  weight,  fineness,  and  value,  and  to  embrace  in  his  annual 
report  a  statement  of  the  results  thereof. 

Sec.  4.  And  be  it  further  enacted,  That  from  and  after  the  passage  of  this  act,  the 
standard  weight  of  the  cent  coined  at  the  Mint  shall  be  seventy-two  grains,  or  three 
twentieths  of  one  ounce  troy,  with  no  greater  deviation  than  four  grains  in  each  piece  ; 
and  said  cent  shall  be  composed  of  eighty-eight  per  centum  of  copper  and  twelve  per 
centum  of  nickel,  of  such  shape  and  device  as  may  be  fixed  by  the  Director  of  the 
Mint,  with  the  approbation  of  the  Secretary  of  the  Treasury  ;  and  the  coinage  of  the 
half  cent  shall  cease. 

[Sec  5.  Authorizes  the  Secretary  of  the  Treasury  to  purchase  from  the  bullion 
fund  of  the  Mint  materials  necessary  to  the  coinage  of  the  cent  authorized  by  the  act, 
and  makes  the  laws  in  force  relating  to  the  Mint  and  the  coinage  of  precious  metals  ap- 
plicable to  this  coin.] 

Sec  6.  Andbe  it  further  enacted,  That  it  shall  be  lawful  to  pay  out  the  said  cent  at 
the  Mint  in  exchange  for  any  of  the  gold  and  silver  coins  of  the  United  States,  and  also 
in  exchange  for  the  former  copper  coins  issued  ;  and  it  shall  be  lawful  to  transmit  par- 
cels of  the  said  cents,  from  time  to  time,  to  the  assistant  treasurers,  depositaries,  and 
other  officers  of  the  United  States,  under  general  regulations  proposed  by  the  Director 
of  the  Mint,  and  approved  by  the  Secretary  of  the  Treasury,  for  exchange  as  aforesaid. 
And  it  shall  also  be  lawful  for  the  space  of  two  years  from  the  passage  of  this  act  and 
no  longer,  to  pay  out  at  the  Mint  the  cents  aforesaid  for  the  fractional  parts  of  the  dollar 
hereinbefore  named,  at  their  nominal  value  of  twenty-five,  twelve-and-a-half,  and  six- 
and-a-quarter  cents,  respectively. 
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[Sec.  7.  Directs  that  the  annual  report  of  the  Director  of  the  Mint  shall  extend  to 
the  30th  of  June  in  each  year.  ] 

Act  Of  April  22,  1864— Amending  the  Act  of  February  81,  185T. 

Be  it  enacted,  etc. ,  That,  from  and  after  the  passage  of  this  act,  the  standard  weight  of 
the  cent  coined  at  the  mint  of  the  United  States  shall  be  forty-eight  grains,  or  one-tenth  of 
one  ounce  troy  ;  and  said  cent  shall  be  composed  of  ninety -five  per  centum  of  copper,  and 
five  per  centum  of  tin  and  zinc,  in  such  proportions  as  shall  be  determined  by  the  Direc- 
tor of  the  Mint ;  and  there  shall  be,  from  time  to  time,  struck  and  coined  at  the  mint  a 
two-cent  piece,  of  the  same  composition,  the  standard  weight  of  which  shall  be  ninety- 
six  grains,  or  one-fifth  of  one  ounce  troy,  with  no  greater  deviation  than  four  grains  to 
each  piece  of  said  cent  and  two-cent  coins ;  and  the  shape,  mottoes,  and  devices  of  said 
coins  shall  be  fixed  by  the  Director  of  Mint,  with  the  approval  of  the  Secretary  of  the 
Treasury ;  and  the  laws  now  in  force  relating  to  the  coinage  of  cents  and  providing  for 
the  purchase  of  material  and  prescribing  the  appropriate  duties  of  the  officers  of  the  mint 
and  the  Secretary  of  the  Treasury  be,  and  the  same  are  hereby,  extended  to  the  coinage 
herein  provided  for. 

Sec.  2.  And  be  it  further  enacted,  That  all  laws  now  in  force  relating  to  the  coins  of 
the  United  States  and  the  striking  and  coining  the  same  shall,  so  far  as  applicable,  be 
extended  to  the  coinage  herein  authorized,  whether  said  laws  are  penal  or  otherwise,  for 
the  security  of  the  coin,  regulating  and  guarding  the  process  of  striking  and  coining, 
for  preventing  debasement  or  counterfeiting,  or  for  any  other  purpose. 

Sec  3.  And  be  it  further  enacted.  That  the  Director  of  the  Mint  shall  prescribe  suit- 
able regulations  to  insure  a  due  conformity  to  the  required  weights  and  proportions  of 
alloy  in  the  said  coins;  and  shall  order  trials  thereof  to  be  made  from  time  to  time  by'the 
assayer  of  the  mint,  whereof  a  report  shall  be  made  in  writing  to  the  Director. 

Sec.  4.  And  be  it  further  enacted,  That  the  said  coins  shall  be  a  legal  tender1,  in  any 
payment,  the  one-cent  coin  to  the  amount  of  ten  cents,  and  the  two-cent  coin  to  the 
amount  of  twenty  cents;  and  it  shall  be  lawful  to  pay  out  said  coins  in  exchange  for  the 
lawful  currency  of  the  United  States  (except  cents  or  half-cents  issued  under  former  acts 
of  Congress),  in  suitable  sums,  by  the  treasurer  of  the  mint,andby  such  other  depositaries 
as  the  Secretary  of  the  Treasury  may  designate,  under  general  regulations  proposed  by 
the  Director  of  the  Mint  and  approved  by  the  Secretary  of  Treasury  ;  and  the  expenses 
incident  to  such  exchange,  distribution,  and  transmission  may  be  paid  out  of  the  profits 
of  said  coinage  ;  and  the  net  profits  of  said  coinage,  ascertained  in  like  manner  as  is 
prescribed  in  the  second  section  of  the  act  to  which  this  is  a  supplement,  shall  be  trans- 
ferred to  the  Treasury  of  the  United  States. 

Sec.  5.  And  be  it  further  enacted,  That  if  any  person  or  persons  shall  make,  issue,  or 
pass,  or  cause  to  be  made,  issued,  or  passed,  any  coin,  card,  token,  or  device  whatsoever, 
in  metal  or  its  compounds,  intended  to  pass  or  be  passed  as  money  for  a  one-cent  piece 
or  a  two-cent  piece,  such  person  or  persons  shall  be  deemed  guilty  of  a  mis- 
demeanor, and  shall,  on  conviction  thereof,  be  punished  by  a  fine  not  exceeding  $1,000 
and  by  imprisonment  for  a  term  not  exceeding  five  years. 

Act  Of  Mardl    3,  1865 — An  act  to  authorize  the  coinage  of  three-cent  pieces, 

and  for  other  purposes. 

Be  it  enacted,  etc.,  That  as  soon  as  practicable  after  the  passage  of  this  act,  there 
shall  be  coined  at  the  Mint  of  the  United  States  a  three-cent  piece,  composed  of  copper 
and  nickel  in  such  proportions,  not  exceeding  t  twenty  -five  per  centum  of  nickel,  as  shall 
be  determined  by  the  Director  of  the  Mint,  the  standard  weight  of  which  shall  be  thirty 
grains,  with  no  greater  deviation  than  four  grains  to  each  piece,  and  the  shape,  mottoes, 
and  devices  of  said  coin  shall  be  determined  by  the  Director  of  the  Mint,  with  the 
approval  of  the  Secretary  of  the  Treasury.  And  the  laws  now  in  force  relating  to  the 
coinage  of  cents,  and  providing  for  the  purchase  of  material  and  prescribing  the  appro- 
priate duties  of  the  officers  of  the  Mint,  and  of  the  Secretary  of  the  Treasury  be,  and  the 
same  are  hereby,  extended  to  the  coinage  herein  provided  for. 

[Sec.  2.  Extends  to  the  provisions  of  this  act  the  laws  in  operation  governing  other 
coins]. 

Sec.  3.  And  be  it  further  enacted,  That  the  said  coin  shall  be  a  legal  tender  in  any 
payment  to  the  amount  of  sixty  cents.  And  it  shall  be  lawful  to  pay  out  said  coins  in 
exchange  for  the  lawful  currency  of  the  United  States,  (except  cents  or  half -cents  or  two- 
cent  pieces  issued  under  former  acts  of  Congress,)  in  suitable  sums  by  the  Treasurer  of 
the  Mint,  and  by  such  other  depositaries  as  the  Secretary  of  the  Treasury  may  designate, 
and  under  general  regulations  approved  by  the  Secretary  of  the  Treasury.  And  under 
the  like  regulations  the  same  may  be  exchanged  in  suitable  sums  for  any  lawful  currency 
of  the  United  States  ;  and  the  expenses  incident  to  such  exchange,  distribution,  and  trans- 
mission, may  be  paid  out  of  the  profits  of  said  coinage,  and  the  net  profits  of  said  coin- 
age, ascertained  in  like  manner  as  is  prescribed  in  the  second  section  of  the  act  entitled 
"An  act  relating  to  foreign  coins,  and  the  coinage  of  cents  at  the  Mint  of  the  United 
States,"  approved  February  21st,  1857,  shall  be  transferred  to  the  Treasury  of  the  United 
States :  Provided,  That  from  and  after  the  passage  of  this  act,  no  issues  of  fractional 
notes  of  the  United  States  shall  be  of  a  less  denomination,  than  five  cents,  and  all  such 
issues  of  a  less  denomination,  at  that  time  outstanding,  shall,  when  paid  into  the  Treas- 

1  See  Act  of  Mar.  8, 1865,  sec.  6,  page  12  ;  sec.  3587,  page  17. 
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ury  or  any  designated  depositary  of  the  United  States,  or  redeemed  or  exchanged  as  now 

provided  by  law,  be  retained  and  cancelled. 

[Sec.  4.  Provides  penalties  for  counterfeiting,  etc.] 

[Sec.  5.  Provides  for  an  additional  device  and  legend  for  this  coin.] 

Sec.  6.  And  be  it  further  enacted.  That  the  one  and  two  cent  coins  of  the  United 

States  shall  not  be  a  legal  tender  for  any  payment  exceeding  four  cents  in  amount ;  and 

so  much  of  the  laws  of  the  United  States  heretofore  enacted  as  are  in  conflict  with  the 

provisions  of  this  act,  are  hereby  repealed. 

Act  of  Ulay  16,  1866 — An  act  authorizing  the  coinage  of  five-cent  pieces* 

Be  it  enacted,  etc. ,  That  so  t  oon  as  practicable  after  the  passage  of  this  act,  there 
shall  be  coined  at  the  Mint  of  the  United  States  a  five-cent  piece  composed  of  copper  and 
nickel,  in  such  proportions,  not  exceeding  twenty-five  per  centum  of  nickel,  as  shall  be 
determined  by  the  Director  of  the  Mint,  the  standard  weight  of  which  shall  be  seventy- 
seven  and  sixteen  hundredths  grains,  with  no  greater  deviation  than  two  grains  to  each 
piece;  and  the  shape,  mottoes  and  devices  of  said  coin  shall  be  determined  by  the 
Director  of  the  Mint,  with  the  approval  of  the  Secretary  of  the  Treasury;  and  the  laws 
now  in  force  relating  to  the  coinage  of  cents,  and  providing  for  the  purchase  of  material, 
and  prescribing  the  appropriate  duties  of  the  officers  of  the  Mint  and  the  Secretary  of 
the  Treasury,  be,  and  the  same  are  hereby,  extended  to  the  coinage  herein  provided  for. 

[Sec  2.  Extends  the  provisions  of  existing  laws  to  the  coinage  herein  authorized.] 

Sec.  3.  And  be  it  further  enacted,  That  said  coin  shall  be  a  legal  tender  in  any  pay- 
ment to  the  amount  of  one  dollar.1  And  it  shall  be  lawful  to  pay  out  such  coins  in 
exchange  for  the  lawful  currency  in  the  United  States  (except  cents.or  half  cents,  or  two- 
cent  pieces,  issued  under  former  acts  of  Congress),  in  suitable  sums,  by  the  treasurer  of 
the  Mint,  and  by  such  other  depositaries  as  the  Secretary  of  the  Treasury  may  designate, 
and  under  general  regulations  approved  by  the  Secretary  of  the  Treasury.  And  under 
the  like  regulations  the  same  may  be  exchanged  in  suitable  sums  for  any  lawful  currency 
of  the  United  States,  and  the  expenses  incident  to  such  exchange,  distribution,  and 
transmission  may  be  paid  out  of  the  profits  of  said  coinage  ;  and  the  net  profits  of  said 
coinage,  as  ascertained  in  the  manner  prescribed  in  the  second  section  of  the  act  entitled 
"  An  act  relating  to  foreign  coins  and  the  coinage  of  cents  at  the  Mint  of  the  United 
States,"  approved  February  twenty -first,  eighteen  hundred  and  fifty-seven,  shall  be  trans- 
ferred to  the  Treasury  of  the  United  States  :  Provided,  That  from  and  after  the  passage 
of  this  act  no  issues  of  fractional  notes  of  the  United  States  shall  be  of  a  less  denomina- 
tion than  ten  cents  ;  and  all  such  issues  at  that  time  outstanding  shall,  when  paid  into 
the  Treasury  or  any  designated  depository  of  the  United  States,  or  redeemed  or 
exchanged  as  now  provided  by  law,  be  retained  and  cancelled. 

[Sec  4.  Provides  penalties  for  counterfeiting,  etc.] 

Sec  5.  And  be  it  further  enacted,  That  it  shall  be  lawful  for  the  Treasurer  and  the 
several  assistant  treasurers  of  the  United  States  to  redeem  in  national  currency,  under 
such  rules  and  regulations  as  may  be  prescribed  by  the  Secretary  of  the  Treasury,  the 
coin  herein  authorized  to  be  issued  when  presented  in  sums  of  not  less  than  $100. 

Act  Of  Marcll  3,   1871 — An    act  to   provide  for  the  redemption  of  copper  and 

other  token  coins. 

Be  it  enacted,  etc.,  That  the  Secretary  of  the  Treasury  is  hereby  authorized  and 
required  to  redeem  in  lawful  money,  under  such  rules  and  regulations  as  he  may  from 
time  to  time  prescribe,  all  copper,  bronze,  copper-nickel,  and  base-metal  coinage  of 
every  kind  heretofore  authorized  by  law,  when  presented  in  sums  of  not  less  than 
twenty  dollars ;  and  whenever  under  this  authority  these  coins  are  presented  for 
redemption  in  such  quantity  as  to  show  the  amount  outstanding  to  be  redundant,  the 
Secretary  of  the  Treasury  is  authorized  to  discontinue  or  diminish  the  manufacture  and 
issue  of  such  coinage  until  otherwise  ordered  by  him. 

Act  Of  February  12,   1873.* — An  act  revising   and  amending  the  laws  rela- 
tive to  the  Mint,  assay  offices,  and  coinage  of  the  United  States. 

Be  it  enacted,  etc.  *  *  *  *  *  * 

Sec  14.  That  the  gold  coins  of  the  United  States  shall  be  a  one-dollar  piece, 
which,  at  the  standard  weight  of  twenty -five  and  eight -tenths  grains,  shall  be  the  unit 
of  value  ;  a  quarter-eagle,  or  two-and-a-half  dollar  piece  ;  a  three-dollar  piece;  a  half- 
eagle,  or  five-dollar  piece  ;  an  eagle,  or  ten-dollar  piece ;  and  a  double-eagle,  or 
twenty-dollar  piece.  And  the  standard  weight  of  the  gold  dollar  shall  be  twenty- five 
and  eight-tenths  grains,  ;  of  the  quarter- eagle,  or  two-and-a-half-dollar  piece,  sixty- 
four  and  a  half  grains  ;  of  the  three-dollar  piece,  seventy-seven  and  four-tenths  grains; 
of  the  half-eagle,  or  five-dollar  piece,  one  hundred  and  twenty -nine  grains  ;  of  the 
eagle  or  ten-dollar  piece,  two-hundred  and  fifty  eight  grains  ;  of  the  double-eagle,  or 
twenty-dollar  piece,  five  hundred  and  sixteen  grains ;  which  coins  shall  be  a  legal 
tender  in  all  payments  at  their  nominal  value  when  not  below  the  standard  weight  and 
limit  of  tolerance  provided  in  this  act  for  the  single  piece,  and  when  reduced  in 
weight,  below  said  standard  and  tolerance,  shall  be  a  legal  tender  at  valuation  in  pro- 
portion to  their  actual  weight ;  and  any  gold  coin  of  the  United  States,  if   reduced  in 

*Note— The  act  of  February  12,  1873,  is  largely  a  revision  of  earlier  coinage  laws,  and  contains  r.  6 
sections.    As  it  is  included  in  the  revision  of  1871,  only  a  few  portions  are  reproduced  here. 
1  See  sec.  358  7,  paje  17. 
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weight  by  natural  abrasion  not  more  than  one-half  of  one  percentum  below  the  stand- 
ard weight  prescribed  by  law,  after  a  circulation  of  twenty  years,  as  shown  by  its  date 
of  coinage,  and  at  a  ratable  proportion  for  any  period  less  than  twenty  years,  shall  be 
received  at  their  nominal  value  by  the  United  States  Treasury  and  its  offices,  under  such 
regulations  as  the  Secretary  of  the  Treasury  may  prescribe  for  the  protection  of  the  Gov- 
ernment against  fraudulent  abrasion  or  other  practices  ;  and  any  gold  coins  in  the  Treasury 
of  the  United  States  reduced  in  weight  below  this  limit  of  abrasion  shall  be  recoined. 

Sec.  15.  The  silver  coins  of  the  United  States  shall  be  a  trade  dollar,  a  half-dollar, 
or  fifty-cent  piece,  a  quarter-dollar,  or  twenty -rive  cent  piece,  a  dime,  or  ten-cent  piece ; 
and  the  weight  of  the  trade  dollar  shall  be  four  hundred  and  twenty  grains  troy  ;  the 
weight  of  the  half-dollar  shall  be  twelve  grams  and  one-half  of  a  gram  :  the  quarter 
■dollar  and  the  dime  shall  be,  respectively,  one-half  and  one-fifth  of  the  weight  of  the 
said  half-dollar  ;  and  said  coins  shall  be  a  legal  tender  at  their  nominal  value  for  any 
amount  not  exceeding  five  dollars  in  any  one  payment.1 

Act      Of     January    29,     1874 — Authorizing    coinage    to    be    executed    at    the 
Mint  of  the  United  States  for  foreign  countries. 

Be  it  enacted,  etc.,  That  it  shall  be  lawful  for  coinage  to  be  executed  at  the  Mints  of 
the  United  States  for  any  foreign  countries  applying  for  the  same,  according  to  the 
legally  prescribed  standards  and  devices  of  such  country,  under  such  regulations  as  the 
Secretary  of  the  Treasury  may  prescribe;  and  the  charge  for  the  same  shall  be  equal  to 
the  expense  thereof,  including  labor,  materials  and  use  of  machinery,  to  be  fixed  by  the 
Director  of  the  Mint,  with  the  approval  of  the  Secretary  of  the  Treasury :  Provided, 
That  the  manufacture  of  such  coin  shall  not  interfere  with  the  required  coinage  of  the 
United  States. 

Act    Of    June   22,    1874 — Revised  Statutes  of  the  United  States. 

[Bold  face  references  in  parentheses  indicate  the  immediate  source  of  the  legislation  in  question.  The 
date  1873,  alone,  refers  to  the  Act  of  Feb.  12,  1873.] 

[Sec.  3495.  Locates  mints  of  the  United  States  at  Philadelphia,  San  Francisco,  New 
Orleans,  Carson  and  Deaver,  and  assay  offices  at  New  York,  Boise  City,  Io.,  and 
Charlotte,  N.  C] 

[Secs.  3496-3504,  inclusive,  and  3506-3510,  inclusive,  relates  to  the  officers  of  the 
several  mints  and  assay  offices,  their  duties,  salaries,  etc.] 

Sec  3505.  (1873,  §  14.)  Any  gold  coins  of  the  United  States,  if  reduced  in  weight 
by  natural  abrasion  not  more  than  one-half  of  one  per  centum  below  the  standard  weight 
prescribed  by  law,  after  a  circulation  of  twenty  years  as  shown  by  the  date  of  coinage, 
and  at  a  ratable  proportion  for  any  period  less  than  twenty  years,  shall  be  received  at 
their  nominal  value  by  the  United  States  Treasury  and  its  offices,  under  such  regulations 
as  the  Secretary  of  the  Treasury  may  prescribe  for  the  protection  of  the  Government 
against  fraudulent  abrasion  or  other  practices. 

Sec.  3511.  dsri,  §  i±.)  The  gold  coins  of  the  United  States  shall  be  a  one-dollar 
piece,  which,  at  the  standard  weight  of  twenty-five  and  eight-tenths  grains,  shall 
be  the  unit  of  value  ;  a  quarter-eagle,  or  two  and  a  half  dollar  piece  ;  a  three-dollar 
piece;  a  half-eagle,  or  five-dollar  piece;  an  eagle,  or  ten-dollar  piece;  and  a  double-eagle, 
or  twenty-dollar  piece.  And  the  standard  weight  of  the  gold  dollar  shall  be  twenty- 
five  and  eight-tenths  grains  ;  of  the  quarter-eagle,  or  two  and  a  half  dollar  piece,  sixty- 
four  and  a  half  grains ;  of  the  three-dollar  piece,  seventy-seven  and  four  tenths  grains; 
of  the  half-eagle,  or  the  five-dollar  piece,  one  hundred  and  twenty-nine  grains ;  of 
the  eagle,  or  ten-dollar  piece,  two  hundred  and  fifty-eight  grains;  of  the  double-eagle, 
or  twenty-dollar  piece,  five  hundred  and  sixteen  grains.'2 

Sec  3512.  (1873.  §14-.)  Any  gold  coins  in  the  Treasury  of  the  United  States,  when 
Teduced  in  weight  by  natural  abrasion  more  than  one-half  of  one  per  centum  below  the 
standard  weight  prescribed  by  law,  shall  be  recoined. 

Sec  3513.  3  (1873,  §15.)  The-silver  coins  of  the  United  States  shall  be  a  trade  dollar, 
a  half-dollar,  or  a  fifty-cent  piece,  a  quarter  dollar,  or  twenty-five  cent  piece,  a  dime,  or 
ten-cent  piece;  and  the  weight  of  the  trade-dollar  shall  be  four  hundred  and  twenty 
grains  troy  ;  the  weight  of  the  half-dollar  shall  be  twelve  grams  and  one-half  of  a  gram  ; 
the  quarter-dollar  and  the  dime  shall  be,  respectively,  one-half  and  one-fifth  of  the 
•weight  of  said  half  dollar. 

Sec  3514.  (1873,  §13.)  The  standard  for  both  gold  and  silver  coins  of  the  United 
States  shall  be  such  that  of  one  thousand  parts  by  weight  nine  hundred  shall  be  of  pure 
metal  and  one  hundred  of  alloy.  The  alloy  of  the  silver  coins  shal  be  of  copper.  The 
alloy  of  the  gold  coins  shall  be  of  copper,  or  of  copper  and  silver ;  but  the  silver  shall  in 
no  case  exceed  one-tenth  of  the  whole  alloy. 

Sec  3515.  (1873,  §ifi.)  The  minor  coins  of  the  United  States  shall  be  a  five-cent 
piece,  a  three-cent  piece,  and  a  one-cent  piece.  The  alloy  for  the  five  and  three  cent 
pieces  shall  be  of  copper  and  nickel,  to  be  composed  of  three-fourths  copper  and  one- 
fourth  nickel.  The  alloy  of  the  one-cent  piece  shall  be  ninety-five  per  centum  of  copper 
and  five  per  centum  of  tin  and  zinc,  in  such  proportions  as  shall  be  determined  by  the 
Director  of  the  Mint.     The  weight  of  the  piece  of  five  cents  shall  be  seventy-seven  and 

1  See  Secs.  3513  and  3586,  Rev.  Statutes,  pp.  13  and  17. 

2  Coinage  of  $1  and  $3  pieces  discontinued  by  Act  of  September  26,  1890,  page  21. 

8  See  also  Act  of  March  3, 1875,  for  20-ct.  silver  pieces  ;  Act  February  28, 1878,  restoring  standard  silver 
dollar  to  full  legal  tender  and  authorizing  its  coinage  ;  Act  July  14, 1890,  discontinuing  coinage  of  silver 
dollar.    Act  August  5, 18'J2,  and  March  3. 1892,  Columbian  coins. 
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sixteen-hundredths  grains  troy ;  of  the  three-cent  piece,  thirty  grains ;  and  of  the  one- 
cent  piece,  forty -eight  grains. 

Sec.  3516.  (1873,  §17.)  No  coins,  either  of  gold,  silver,  or  minor  coinage,  shall 
hereafter  be  issued  from  the  Mint  other  than  those  of  the  denominations,  standards,  and. 
weights  set  forth  in  this  Title. 

Sec.  3517.  (1873,  §18.)  Upon  the  coins  there  shall  he  the  following  devices  and 
legends :  Upon  one  side  there  shall  be  an  impression  emblematic  of  liberty,  with  an 
inscription  of  the  word  "Liberty"  and  the  year  of  the  coinage  and  upon  the  reverse 
shall  be  the  figure  or  representation  of  an  eagle,  with  the  inscriptions  "  United  States  of 
America  "  and  "  E  Pluribus  Unum,"  and  the  designation  of  the  value  of  the  coin ;  but 
on  the  gold  dollar  and  three-dollar  piece,  the  dime,  five,  three,  and  one  cent  piece, 
the  figure  of  the  eagle  shall  be  omitted  :  and  on  the  reverse  of  the  silver-trade  dollar 
the  weight  and  the  fineness  of  the  coin  shall  be  inscribed.1 

Sec  3518.  (1873,  §19.)  At  the  option  of  the  owner  gold  or  silver  may  be  cast  into 
bars  of  fine  metal,  or  of  standard  fineness,  or  unparted,  as  he  may  prefer,  with  a  stamp 
upon  the  same  designating  the  weight  and  fineness,  and  with  such  devices  impressed 
thereon  as  may  be  deemed  expedient  to  prevent  fraudulent  imitation,  and  no  such  bars 
shall  be  issued  of  a  less  weight  than  five  ounces.2 

Sec  3519.  (is?3,  §  30.)  Any  owner  of  gold  bullion  may  deposit  the  same  at  any 
mint,  to  be  formed  into  coin  or  bars  for  his  benefit.  It  shall  be  lawful,  however,  to 
refuse  any  deposit  of  less  value  than  one  hundred  dollars,  or  any  bullion  so  base  as  to  be 
unsuitable  for  the  operations  of  the  Mint.  In  case  where  gold  and  silver  are  combined, 
if  either  metal  be  in  such  small  proportion  that  it  cannot  be  separated  advantageously, 
no  allowance  shall  be  made  to  the  depositor  for  its  value. 

Sec  3520.  (1873,  §  31.)  Any  owner  of  silver  bullion  may  deposit  the  same  at  any 
mint,  to  be  formed  into  bars,  or  into  dollars  of  the  weight  of  four  hundred  and  twenty 
grains  troy,  designated  in  this  Title  as  trade-dollars,  and  no  deposit  of  silver  for  other 
coinage  shall  be  received.  Silver  bullion  contained  in  gold  deposits,  and  separated  there- 
from, may,  however,  be  paid  for  in  silver  coin,  at  such  valuations  as  may  be,  from  time 
to  time,  established  by  the  Director  of  the  Mint, 

Sec.  3521.  (1873,  §33.)  When  bullion  is  deposited  in  any  of  the  mints,  it  shall  be 
weighed  by  the  superintendent,  and  when  practicable,  in  the  presence  of  the  depositor, 
to  whom  a  receipt  shall  be  given,  which  shall  state  the  description  and  weight  of  the 
bullion.  When,  however,  the  bullion  is  in  such  a  state  as  to  require  melting,  or  the 
removal  of  base  metals,  before  its  value  can  be  ascertained,  the  weight,  after  such  oper- 
ation, shall  be  considered  as  the  true  weight  of  the  bullion  deposited.  The  fitness  of  the 
bullion  to  be  received  shall  be  determined  by  the  assayer,  and  the  mode  of  melting  by 
the  melter  and  refiner. 

Sec  3522.  (1873,  §  33.)  From  every  parcel  of  bullion  deposited  for  coinage  or  bars, 
the  superintendent  shall  deliver  to  the  assayer  a  sufficient  portion  for  the  purpose  of 
being  assayed.  The  bullion  remaining  from  the  operations  of  the  assay  shall  be  returned 
to  the  superintendent  by  the  assayer. 

Sec.  3523.  (1873,  §  34.)  The  assayer  shall  report  to  the  superintendent  the  quality  or 
fineness  of  the  bull.on  assayed  by  him,  and  such  information  as  will  enable  him  to  com- 
pute the  amount  of  the  charges  hereinafter  provided  for,  to  be  made  to  the  depositor. 

Sec  3524.  (1873,  §  35.)  The  charge  for  converting  standard  gold  bullion  into  coin 
shall  be  one-fifth  of  one  per  centum.  3  The  charges  for  converting  sandard  silver  into 
trade-dollars  for  melting  and  refining  when  bullion  is  below  standard,  for  toughening 
when  metals  are  contained  in  it  which  render  it  unfit  for  coinage,  for  copper  used  for 
alloy  when  the  bullion  is  above  standard,  for  separating  the  gold  and  silver  when, 
these  metals  exist  together  in  the  bullion,  and  for  the  preparation  of  bars,  shall  be  fixed, 
from  time  to  time,  by  the  Director,  with  the  concurrence  of  the  Secretary  of  the  Treas- 
ury, so  as  to  equal  but  not  exceed,  in  their  judgment,  the  actual  average  co»>t  to  each 
mint  and  assay-office  of  the  material,  labor,  wastage,  and  use  of  machinery  employed  in 
each  of  the  cases  aforementioned. 

Sec  3525.  (1873,  §  36.)  The  assayer  shall  verify  all  calculations  made  by  the  super- 
intendent of  the  value  of  deposits,  and,  if  satisfied  of  the  correctness  thereof,  shall 
countersign  the  certificate  required  to  be  given  by  the  superintendent  to  the  depositor. 

Sec  3526.  (1873,  §  37.)  In  order  to  procure  bullion  for  the  silver  coinage  authorized 
by  this  title,  the  superintendents,  with  the  approval  of  the  Director  of  the  Mint,  as  to 
price,  terms  and  quantity,  shall  purchase  such  bullion  with  the  bullion-fund.  The  gain 
arising  from  the  coinage  of  such  silver  bullion  into  coin  of  a  nominal  value  exceeding 
the  cost  thereof  shall  be  credited  to  a  special  fund  denominated  the  silver-profit  fund. 
This  fund  shall  be  charged  with  the  wastage  incurred  in  the  silver  coinage,  and  with  the 
expense  of  distributing  such  silver  coins  as  hereinafter  provided.  The  balance  to  the 
credit  of  this  fund  shall  be  from  time  to  time,  and  at  least  twice  a  year,  paid  into  the 
Treasury  of  the  United  States. 

Sec  3527.  (1873,  §  38.)  4  Silver  coins  other  than  the  trade-dollar  shall  be  paid  out 
at  the  several  mints,  and  at  the  assay-office  in  New  York  City,  in  exchange  for  gold 

1  New  devices  provided  for  by  Act  of  Sept.  26, 1890. 

2  See  also  Acts  of  May  26,  1882,  and  March  3,  1891. 

3  This  charge  repealed  by  Act  of  January  14, 1875,  section  2. 

4  See  acts  August  7,  1882  ;  August  4,  1886 ;  March  2,  1889. 
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coins  at  par,  in  sums  not  less  than  one  hundred  dollars.  It  shall  be  lawful,  also,  to- 
transmit  parcels  of  the  same,  from  time  to  time,  to  the  assistant  treasurers,  depositaries, 
and  other  officers  of  the  United  States,  under  general  regulations  proposed  by  the 
Director  of  the  Mint,  and  approved  by  the  Secretary  of  the  Treasury.  Nothing  herein 
contained  shall,  however,  prevent  the  payment  of  silver  coins,  at  their  nominal  value, 
for  silver  parted  from  gold,  as  provided  in  this  Title,  or  for  change  less  than  one  dollar 
in  settlement  for  gold  deposits.  But  for  two  years  after  the  twelfth  day  of  February, 
eighteen  hundred  and  seventy-three,  silver  coins  shall  be  paid  at  the  mint  in  Phila- 
delphia, and  the  assay-office  in  New  York  City,  for  silver  bullion  purchased  for  coinage, 
under  such  regulations  as  may  be  prescribed  by  the  Director  of  the  Mint  and  apDro^ed 
by  the  Secretary  of  the  Treasury. 

Sec.  3528.  (1873,  §  39.)  For  the  purchase  of  metal  for  the  minor  coinage  author- 
ized by  this  Title,  a  sum  not  exceeding  fifty  thousand  dollars  in  lawful  money  of  the 
United  States  shall  be  transferred  by  the  Secretary  of  the  Treasury  to  the  credit  of  the 
superintendent  of  the  mint  at  Philadelphia,  at  which  establishment  only,  until  otherwise 
provided  by  law,  such  coinage  shall  be  carried  on.  The  superintendent,  with  the 
approval  of  the  Director  of  the  Mint  as  to  price,  terms  and  quantity,  shall  purchase  the 
metal  required  for  such  coinage  by  public  advertisement,  and  the  lowest  and  best  bid 
shall  be  accepted,  the  fineness  of  the  metals  to  be  determined  on  the  mint  assay.  The 
gain  arising  from  the  coinage  of  such  metals  into  coin  of  a  nominal  value,  exceeding 
the  cost  thereof,  shall  be  credited  to  the  special  fund  denominated  the  minor-coinage 
profit  fund  ;  and  this  fund  shall  be  charged  with  the  wastage  incurred  in  such  coinage, 
and  with  the  cost  of  distributing  said  coins  as  hereinafter  provided.  The  balance  remain- 
ing to  the  credit  of  this  fund,  and  any  balance  of  profits  accrued  from  minor  coinage 
under  former  acts,  shall  be,  from  time  to  time,  and  at  least  twice  a  year,  covered  into 
the  Treasury. 

Sec.  3529.  (1873,  §  30.)  The  minor  coins  authorized  by  this  Title  may,  at  the  discre- 
tion of  the  Director  of  the  Mint,  be  delivered  in  any  of  the  principal  cities  and  towns  of 
the  United  States,  at  the  cost  of  the  Mint,  for  transportation,  and  shall  be  exchangeable  at 
par  at  the  mint  in  Philadelphia,  at  the  discretion  of  the  superintendent,  for  any  other 
coin  of  copper,  bronze,  or  copper- nickel  heretofore  authorized  by  law.  It  shall  be  law- 
ful for  the  Treasurer  and  the  several  assistant  treasurers  and  depositaries  of  the  United 
States  to  redeem,  in  lawful  money,  under  such  rules  as  may  be  prescribed  by  the  Secre- 
tary of  the  Treasury,  all  copper,  bronze,  and  copper  nickel  coins  authorized  by  law  when 
presented  in  sums  of  not  less  than  twenty  dollars.  Whenever,  under  this  authority,  these 
coins  are  presented  for  redemption  in  such  quantity  as  to  show  the  amount  outstanding 
to  be  redundant,  the  Secretary  of  the  Treasury  is  authorized  and  required  to  direct  that 
such  coinage  shall  cease  until  otherwise  ordered  by  him. 

[Secs.  3530-34  relate  to  the  handling,  delivery,  assaying,  etc.,  of  bullion  and  ingots 
within  the  mint]. 

Sec  3535.  (1873,  §  36.)  In  adjusting  the  weights  of  the  gold  coins,  the  following  devia- 
tions shall  not  be  exceeded  in  any  single  piece  :  In  the  double-eagle  and  the  eagle,  one- 
half  of  a  grain  ;  in  the  half-eagle,  the  three-dollar  piece,  the  quarter-eagle  and  the  one- 
dollar  piece,  one-fourth  of  a  grain.  And  in  weighing  a  number  of  pieces  together,  when 
delivered  by  the  coiner  to  the  superintendent,  and  by  the  superintendent  to  the  depositor, 
the  deviation  from  the  standard  weight  shall  not  exceed  one-hundredth  of  an  ounce  in 
five  thousand  dollars  in  double-eagles,  eagles,  half-eagles,  or  quarter-eagles;  in  one 
thousand  three  dollar  pieces,  and  in  one  thousand  one-dollar  pieces. 

Sec.  3536  (1873,  §  37.)  In  adjusting  the  weight  of  the  silver  coins  the  following 
deviations  shall  not  be  exceeded  in  any  single  piece  :  In  the  dollar,  the  half  and  quarter 
dollar,  and  in  the  dime,  one  and  one-half  grains.  And  in  weighing  a  large  number  of 
pieces  together,  when  delivered  by  the  coiner  to  the  superintendent,  and  by  the  superin- 
tendent to  the  depositor,  the  deviations  from  the  standard  weight  shall  not  exceed  two- 
hundred  ths  of  an  ounce  in  one  thousand  dollars,  half-dollars,  or  quarter  dollars,  and 
one-hundredth  of  an  ounce  in  one  thousand  dimes. 

Sec  3537.  (1873,  §  38.)  In  adjusting  the  weight  of  the  minor  coins  provided  by  this 
Title,  there  shall  be  no  greater  deviation  allowed  than  three  grains  for  the  five-cent  piece 
and  two  grains  for  the  three  and  one-cent  pieces. 

[Secs  3538-43  relate  to  the  delivery  of  coins  by  the  coiner  ;  the  selection  of  trial 
pieces  ;  disposal  of  chippings,  wastage,  etc. ;  and  annual  settlement]. 

Sec  3544.  (1873,  §  45.)  When  the  coins  or  bars  which  are  the  equivalent  to  any 
deposit  of  bullion  are  ready  for  delivery,  they  shall  be  paid  to  the  depositor,  or  his  order, 
by  the  superintendent ;  and  the  payments  shall  be  made,  if  demanded,  in  the  orde  in 
which  the  bullion  shall  have  been  brought  to  the  mint.  In  cases,  however,  where  there 
is  delay  in  manipulating  a  refractory  deposit,  or  for  any  other  unavoidable  cause,  the 
payment  of  subsequent  deposits,  the  value  of  which  is  known,  shall  not  be  delayed 
thereby.  In  the  denominations  of  coin  delivered,  the  superintendent  shall  comply  with 
the  wishes  of  the  depositor,  except  when  impracticable  or  inconvenient  to  do  so. 

Sec  3545.  (1873,  §  47.)  For  the  purpose  of  enabling  the  mints  and  the  assay  office 
in  New  York  to  make  returns  to  depositors  with  as  little  delay  as  possible,  it  shall  be 
the  duty  of  the  Secretary  of  the  Treasury  to  keep  in  such  mints  and  assay  office,  when 
the  state  of  the  Treasury  will  admit  thereof,  such  an  amount  of  public  money,  or  bullion 
procured  for  the  purpose,  as  he  shall  judge  convenient  and  necessary,  out  of  which  those 
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who  bring  bullion  to  the  said  mints  and  assay  office  may  be  paid  the  value  thereof,  in 
coin  or  bars,  as  soon  as  practicable  after  the  value  has  been  ascertained.  On  payment 
thereof  being  made,  the  bullion  so  deposited  shall  become  the  property  of  the  United 
States.  The  Secretary  of  the  Treasury  may,  however,  at  any  time  withdraw  the  fund, 
or  any  portion  thereof. 

Sec.  3546.  (1873,  §  46.)  Unparted  bullion  may  be  exchanged  at  any  of  the  mints  for 
fine  bars,  on  such  terms  and  conditions  as  may  be  prescribed  by  the  Director  of  the 
Mint,  with  the  approval  of  the  Secretary  of  the  Treasury.  The  fineness,  weight  and 
value  of  the  bullion  received  and  given  in  exchange  shall  in  all  cases  be  determined  by 
the  Mint  assay.  The  charge  to  the  depositor  for  refining  or  parting  shall  not  exceed  that 
allowed  and  deducted  for  the  same  operation  in  the  exchange  of  unrefined  for  refined 
bullion. 

Sec.  3547.  (ims,  §  48.)  To  secure  a  due  conformity  in  the  gold  and  silver  coins  to 
their  respective  standards  of  fineness  and  weight,  the  judge  of  the  district  court  for  the 
eastern  district  of  Pennsylvania,  the  Comptroller  of  the  Currency,  the  assayer  of  the 
assay  office  at  New  York,  and  such  other  persons  as  the  President  shall  from  time  to 
time  designate,  shall  meet  as  assay  commissioners,  at  the  mint  in  Philadelphia,  to 
•examine  and  test,  in  the  presence  of  the  Director  of  the  Mint,  the  fineness  and  weight  of 
the  coins  reserved  by  the  several  mints  for  this  purpose  on  the  second  Wednesday  in 
February,  annually,  and  may  continue  their  meeting  by  adjournment,  if  necessary.  If  a 
majority  of  the  commissioners  fail  to  attend  at  any  time  appointed  for  their  meeting,  the 
Director  of  the  Mint  shall  call  a  meeting  of  the  commissioners  at  such  other  time  as  he 
may  deem  convenient.  If  it  appears  by  such  examination  and  test  that  these  coins  do 
uot  differ  from  the  standard  fineness  and  weight  by  a  greater  quantity  than  is  allowed  by 
Jaw,  the  trial  shall  be  considered  and  reported  as  satisfactory.  If,  however,  any  greater 
deviation  from  the  legal  standard  or  weight  appears,  this  fact  shall  be  certified  to  the 
President ;  and  if,  on  a  view  of  the  circumstances  of  the  case,  he  shall  so  decide,  the 
officers  implicated  in  the  error  shall  be  thenceforward  disqualified  from  ho'ding  their 
respective  offices. 

Sec.  3548.  (1873,  §  49.)  For  the  purpose  of  securing  a  due  conformity  in  weight  of 
the  coins  of  the  United  States  to  the  provisions  of  this  Title,  the  brass  troy-pound  weight 
procured  by  the  minister  of  the  United  States  at  London,  in  the  year  eighteen  hundred 
and  twenty -seven,  for  the  use  of  the  Mint,  and  now  in  the  custody  of  the  mint  in  Phila- 
delphia, shall  be  the  standard  troy  pound  of  the  Mint  of  the  United  States,  conformably 
to  which  the  coinage  thereof  shall  be  regulated. 

Sec.  3549.  (1873,  §  so.)  It  shall  be  the  duty  of  the  Director  of  the  Mint  to  procure 
for  each  mint  and  assay  office,  to  be  kept  safely  thereat,  a  series  of  standard  weights 
corresponding  to  the  standard  troy  pound  of  the  Mint  of  the  United  States,  consisting  of 
a  one-pound  weight  and  the  requisite  subdivisions  and  multiples  thereof,  from  the 
hundredth  part  of  a  grain  to  twenty-five  pounds.  The  troy  weights  ordinarily  employed 
in  the  transaction  of  such  mints  and  a  say-offices  shall  be  regulated  according  to  the 
above  standards  at  least  once  in  every  year,  under  the  inspection  of  the  superintendent 
and  assayer  ;  and  the  accuracy  of  those  used  at  the  mint  at  Philadelphia  shall  be  tested 
annually,  in  the  presence  of  the  assay- commissioners,  at  the  time  of  the  annual  examina- 
tion and  test  of  coins. 

Sec  3550.  (1873,  §  51.)  The  obverse  working  dies  at  each  mint  shall,  at  the  end  of 
each  calendar  >ear,  be  defaced  and  destroyed  by  the  coiner  in  the  presence  of  the 
superintendent  and  assayer. 

Sec  3563.  (179*,  §  20.)  The  money  of  account  of  the  United  States  shall  be  ex- 
pressed in  dollars  or  units,  dimes  or  tenths  cents,  or  hundredths,  and  mills  or  thou- 
sandths, a  dime  being  the  tenth  part  of  a  dollar,  a  cent  the  hundredth  part  of  a  dollar,  a 
mill  the  thousandth  part  of  a  dollar  ;  and  all  accounts  in  the  public  offices  and  all  pro- 
ceedings in  the  courts  shall  be  kept  and  had  in  conformity  to  this  regulation. 

Sec  3564.  (Mar.  3, 1873,  §  1.)  The  value  of  foreign  coin  asexpre>sed  in  the  money 
of  account  of  the  United  States  shall  be  that  of  the  pure  metal  of  such  coin  of  standard 
value  ;  and  the  values  of  the  standard  coins  in  circulation  of  the  various  nations  of  the 
world  shall  be  estimated  annually  by  the  Director  of  the  Mint,  and  be  proclaimed  on  the 
first  day  of  January  by  the  Secretary  of  the  Treasury. 

Sec  3565.  (Mar.  3, 1873,  §  2.)  In  all  payments  by  or  to  the  Treasury,  whether 
made  here  or  in  foreign  countries,  where  it  becomes  necessary  to  compute  the  value  of 
the  sovereign  or  pound  sterling,  it  shall  be  deemed  equal  to  four  dollars  and  eighty -six 
cents  and  six  and  one-half  mills,  and  the  same  rule  shall  be  applied  in  appraising  mer- 
chandise imported  where  the  value  is,  by  the  invoice,  in  sovereigns  or  pounds  sterling, 
and  in  the  construction  of  contracts  payable  in  sovereigns  or  pounds  sterling  ;  and  this 
valuation  shall  be  the  par  of  exchange  between  Great  Britain  and  the  United  States; 
and  all  contracts  made  after  the  first  day  of  January.  1874,  based  on  an  assumed  par  of 
exchange  wiih  Gr<^at  Britain  of  fifty-four  pence  to  the  dollar,  or  four  dollars  forty-four 
and  four-ninths  cents  to  the  sovereign  or  pound  sterling,  shall  be  null  and  void. 

Sec  3566.  (Feb.  9, 1793,  §  3 ;  Feb.  21, 1857,  §  2.)  All  foreign  gold  and  silver  coins 
received  in  payment  for  moneys  due  to  the  United  States  shall,  before  being  issued  in 
circulation,  be  coined  anew. 

[Sec.  3567  i3  the  same  as  sec.  1  of  the  act  of  Feb.  21,  1857,  page  10,  ante.] 
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LEGAL   TENDER. 

Sec.  3584.  (Feb.  ai,  1857,  §  3.)  No  foreign  gold  or  silver  coins  shall  be  a  legal 
tender  in  payment  of  debts. 

Skc.  3585.  (1873,  §  14.)  The  gold  coins  of  the  United  States  shall  be  a  legal  tender 
in  all  payments  at  their  nominal  value  when  not  below  the  standard  weight  and  limit  of 
tolerance  provided  by  law  for  the  single  piece,  and,  when  reduced  in  weight  below  such 
standard  and  tolerance,  shall  be  a  legal  tender  at  valuation  in  proportion  to  their  actual 
weight. 

Sec.  3586.  (1873,  §  15.)  The  silver  coins  of  the  United  States  shall  be  a  legal  tender 
at  their  nominal  value  for  any  amount  not  exceeding  five  dollars1  in  any  one  payment 

Sec.  3587.  (1873,  §  16.)  The  minor  coins  of  the  United  States  shall  be  a  legal  tender 
at  their  nominal  value  for  any  amount  not  exceeding  25  cents  in  any  one  payment. 

Sec.  3700.  (Mar.  17, 1863,  §  i.)  The  Secretary  of  the  Treasury  may  purchase  coin 
with  any  of  the  bonds  or  notes  of  the  United  States,  authorized  by  law,  at  such  rates  and 
upon  such  terms  as  he  may  deem  most  advantageous  to  the  public  interest. 

Sec.  254.  (Mar.  3,  1863,  §  5.)  The  Secretary  of  the  Treasury  is  authorized  to 
receive  deposits  of  gold  coin  and  bullion  with  the  Treasurer  or  any  assistant  treasurer  of 
the  United  States,  in  sums  not  less  than  twenty  dollars  and  to  issue  certificates  there- 
for, in  denominations  of  not  less  than  twenty  dollars  each,  corresponding  with  the 
denominations  of  the  United  States  notes.  The  coin  and  bullion  deposited  for  or  repre- 
senting the  certificates  of  deposit  shall  be  retained  in  the  Treasury  for  the  payment  of  the 
same  on  demand.  And  certificates  representing  coin  in  the  Treasury  may  be  issued  in 
payment  of  interest  on  the  public  debt,  which  certificates,  together  with  tho.-e  issued  for 
coin  and  bullion  deposited,  shall  not  at  any  time  exceed  twenty  per  centum  beyond  the 
amount  of  coin  and  bullion  in  the  Treasury ;  and  the  certificates  for  coin  and  bullion  in 
the  Treasury  shall  be  received  at  par  in  payment  for  duties  on  imports. 

.Vet    Of  Marcll  3,   18Y5 — Authorizing  the  coinage  oi  a  twenty-cent  pieces  of 
silver  at  tlie  Mint  of1  the  United  States. 

[Provides  for  the  issue  of  a  silver  coin  of  the  denomination  of  20  cents,  weight  5 
grams,  legal  tender  for  an  amount  not  exceeding  $5  in  any  one  payment.] 

Act  Of*  April  17,  1876 — Provisions  in  regard  to  coinage  contained  in  the  act 
to  provide  for  deficiencies  in  the  Printing  and  Engraving  Bureau  of 
the  Treasury  Department,  etc. 

Sec.  2.  That  the  Secretary  of  the  Treasury  is  hereby  directed  to  issue  silver  coins 
of  the  United  States  of  the  denomination  of  ten,  twenty,  twenty-five  and  fifty  cents  of 
standard  value,  in  redemption  of  an  equal  amount  of  fractional  currency,  whether  the 
same  be  now  in  the  Treasury  awaiting  redemption,  or  whenever  it  may  be  presented  for 
redemption3 ;  and  the  Secretary  of  the  Treasury  may.  under  regulations  of  the  Treasurjr 
Department,  provide  for  such  redemption  and  issue  by  substitution  at  the  regular  sub- 
treasuries  and  public  depositories  of  the  United  States  until  the  whole  amount  of  frac- 
tional currency  outstanding  shall  be  redeemed.  And  the  fractional  currency  redeemed 
under  this  act  shall  be  held  to  be  a  part  of  the  sinking  fund  provided  for  by  existing 
law,  the  interest  to  be  computed  thereon,  as  in  the  case  of  bonds  redeemed  under  the  act 
relating  to  the  sinking  fund. 

Jt.  Res.   Of  July  22,  1§76 — Joint   resolution    for  the   issue   of  silver   coins. 

Resolved,  etc..  That  the  Secretary  of  the  Treasury,  under  such  limits  and  regula- 
tions as  will  best  secure  a  just  and  fair  distribution  of  the  same  through  the  country, 
may  issue  the  silver  coin  at  any  time  in  the  Treasury  to  an  amount  not  exceed- 
ing ten  million  dollars,  in  exchange  for  an  equal  amount  of  legal-tender  notes  ;  and  the 
notxs  so  received  in  exchange  shall  be  kept  as  a  special  fund4  separate  and  apart  from  all 
other  money  in  the  Treasury,  and  be  reissued  only  upon  the  retirement  and  destruction 
of  a  like  sun  of  fractional  currency  received  at  the  Treasury  in  payment  of  dues  to  the 
United  States  ;  and  said  fractional  currency,  when  so  substituted,  shall  be  destroyed  and 
held  as  part  of  the  sinking  fund,  as  provided  in  the  act  approved  April  17,  1870. 

Sec.  2.  That  the  trade  dollar  shall  not  hereafter  be  a  legal  tender,  and  the  Secretary 
of  the  Treasury  is  hereby  authorized  to  limit  from  time  to  time  the  coinage  thereof  to 
such  an  amount  as  he  may  deem  sufficient  to  meet  the  export  demand  for  the  same. 

1  Changed  to  $10  by  act  June  9,  1879,  §  9,  p.  19.    For  succeeding  legislation  see  : 

Act  of  April  17,  1875.— To  redeem  fractional  paper  currency  with  subsidiary  silver  coins. 

Jt.  Res.  of  July  22, 1876.— To  issue  silver  coins  in  exchange  for  legal-tender  notes  ;  repealing  legal 
tender  of  the  trade  dollar  and  restiicting  its  coinage  ;  limiting  subsidiary  silver  coinage  to  $50,000,000. 

Act  of  February  28,  1878.— Restoring  legal-tender  quality  of  silver  dollar  and  directing  its  coinage  and 
the  issuance  of  certificates  therefor. 

Act  of  July  14, 1890.— Discontinuing  coinage  of  standard  silver  dollar  ;  authorizing  purchase  of  silver 
and  issuance  of  certificates  as  legal  tender. 

2  Coinage  prohibited  by  act  of  May  2,  1878. 

8  See  provisions  of  the  resumption  act  of  Jan.  14.  1875,  page  30. 

*  Under  Sec.  3  of  the  legislative,  executive  and  judicial  appropriations  act  of  June  21,  1879,  the 
Secretary  of  the  Treasury  is  directed  to  issue  immediately,  in  payment  of  arrearages  of  pensions,  the  legal 
tender  notes  held  as  a  special  fund  under  above  authority,  and  it  is  further  provided  that  "fractional 
currency  presented  for  redemption  shall  be  redeemed  in  any  moneys  in  the  Treasury  not  otherwise  appro- 
priated." 
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Sec.  3.  That  in  addition  to  the  amount  of  subsidiary  silver  coin  authorized  by  law 
to  be  issued  in  redemption  of  the  fractional  currency  it  shall  be  lawful  to  manufacture 
at  the  several  mints,  and  issue  through  the  Treasury  and  its  several  offices,  such  coin  to 
■an  amount  that,  including  the  amount  of  subsidiary  silver  coin  and  of  fractional  cur- 
rency out.-tanding,  shall,  in  the  aggregate,  not  exceed,  at  any  time,  fifty  million  dollars. 

Sec.  4.  That  the  silver  bullion  required  for  the  purposes  of  this  resolution  shall  be 
purchased,  from  time  to  time,  at  market  rate,  by  the  Secretary  of  the  Treasury,  with  any 
money  in  the  Treasury  not  otherwise  appropriated  ;  but  no  purchase  of  bullion  shall  be 
made  under  this  resolution  when  the  market  rate  for  the  same  shall  be  such  as  will  not 
admit  of  the  coinage  and  issue,  as  herein  provided,  without  loss  to  the  Treasury  ;  and 
.any  gain  or  seigniorage  arising  from  this  coinage  shall  be  accounted  for  and  paid  into 
the  Treasury,  as  provided  under  existing  laws  relative  to  the  subsidiary  coinage  :  Pro- 
vided, That  the  amount  of  money  at  any  one  time  invested  in  such  silver  bullion,  ex- 
clusive of  such  resulting  coin,  shall  not  exceed  two  hundred  thousand  dollars. 

Act  Of  February  2§,  1§7§ — To  authorize  the  coinage  of  the  standard  silver 
dollar  and  to  i  estore  its  legal-tender  character. 

Be  it  enacted,  etc.,  That  there  shall  be  coined,  at  the  several  mints  of  the  United 
States,  silver  dollars  of  the  weight  of  four  hundred  and  twelve  and  a  half  grains  troy  of 
standard  silver,  as  provided  in  tiie  act  of  January  18,  1837,  on  which  shall  be  the  devices 
and  superscriptions  provided  by  said  act ;  which  coins,  together  with  all  silver  dollars 
heretofore  coined  by  the  United  States,  of  like  weight  and  fineness,  shall  be  a  legal 
tender  at  their  nominal  value,  for  all  debts  and  dues  public  and  private,  except  where 
•otherwise  expressly  stipulated  in  the  contract.  And  the  Secretary  of  the  Treasury  is 
authorized  and  directed  to  purchase,  from  time  to  time,  silver  bullion,  at  the  market 
price  thereof,  not  less  than  two  million  dollars'  worth  per  month,  nor  more  than  four 
million  dollars'  worth  per  month,  and  cause  the  same  to  be  coined  monthly,  as  fast  as  so 
purchased,  into  such  dollars;  and  a  sum  sufficient  to  carry  out  the  foregoing  provision 
of  this  act  is  hereby  appropriated  out  of  any  money  in  the  Treasury  not  otherwise  appro- 
priated. And  any  gain  or  seigniorage  arising  from  this  coinage  shall  be  accounted  for 
and  paid  into  the  Treasury,  as  provided  under  existing  laws  relative  to  the  subsidiary 
coinage:  Provided,  That  the  amount  of  money  at  any  one  time  invested  in  such  silver 
bullion,  exclusive  of  such  resulting  coin,  shall  not  exceed  five  million  dollars  :  And  pro- 
vided further,  That  nothing  in  this  act  shall  be  conslrued  to  authorize  i he  payment  in 
silver  of  certificates  of  deposit  issued  under  the  provisions  of  section  two  hundred  and 
fifty -four  of  the  Revised  Statutes. 

Sec.  2.  That  immediately  after  the  passage  of  this  act,  the  President  shall  invite 
the  Governments  of  the  countries  composing  the  Latin  Union,  so-called,  and  of  such 
other  European  nations  as  he  may  deem  advisable,  to  join  the  United  States  in  a  con- 
ference to  adopt  a  common  ratio  between  gold  and  silver,  for  the  purpose  of  establishing, 
internationally,  the  use  of  bi-metallic  money,  and  securing  fixity  of  relative  value 
between  those  metals ;  such  conference  to  be  held  at  such  place,  in  Europe  or  in  the 
United  States,  at  such  time,  within  six  months,  as  may  be  mutually  agreed  upon  by  the 
^Executives  of  the  Governments  joining  in  the  same,  whenever  the  Governments  so  in- 
vited, or  any  three  of  them,  shall  have  signified  their  willingness  to  unite  in  the  same. 

The  President  shall,  by  and  with  the  advice  and  consent  of  the  Senate,  appoint  three 
Commissioners,  who  shall  attend  such  conference  on  behalf  of  the  United  States,  and  shall 
report  the  doings  thereof  to  the  President,  who  shall  transmit  the  same  to  Congress. 

Said  commissioners  shall  each  receive  the  sum  of  two  thousand  five  hundred  dollars 
and  their  reasonable  expenses,  to  be  approved  by  the  Secretary  of  State  ;  and  the  amount 
necessary  to  pay  such  compensation  and  expenses  is  hereby  appropriated  out  of  any 
money  in  the  Treasury  not  otherwise  appropriated. 

Sec.  3.  That  any  holder  of  the  coin  authorized  by  this  act  may  deposit  the  same  with 
the  Treasurer  or  any  assistant  treasurer  of  the  United  States,  in  sums  not  less  than  ten 
dollars,  and  receive  therefor  certificates  of  not  less  than  ten  dollars  each,  corresponding 
with  the  denominations  of  the  United  States  notes.  The  coin  deposited  for  or  represent- 
ing the  certificates  shall  be  retained  in  the  Treasury  for  the  payment  of  the  same  on 
demand.  Said  certificates  shall  be  receivable  for  customs,  taxes,  and  all  public  dues, 
and,  when  so  received,  may  be  reissued. 

Sec.  4.  All  acts  and  parts  of  acts  inconsistent  with  the  provisions  of  this  act  are 
hereby  repealed. 

Sam.  J.  Randall,  Speaker  of  the  House  of  Representatives. 
W.  A.  Wheeler,  Vice-President  of  the  United  States  and 

President  of  the  Senate. 

In  the  House  or  Representatives  TJ.  S. 

February  28,  1878. 

The  President  of  the  United  States  having  returned  to  the  House  of  Representatives,  in  which  it 
originated,  the  bill  entitled,  M  An  act  to  authorize  the  coirage  of  the  standard  silver  dollar,  and  to  restore  its 
legal-tender  character,'1  with  his  objections  thereto  ;  the  House  of  Representatives  proceeded,  in  pursuance 
of  the  Constitution,  to  reconsider  the  same  ;  and 

Jie8olved,  That  the  said  bill  pass,  two-thirds  of  the  House  of  Representatives  agreeing  to  pass  the 
same. 

Attest :  Geo.  M.  Adams,  Clerk. 

By  Green  Adams,  Chief  Clerk. 
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In  the  Senate  op  the  United  States. 

February  28,  1878. 
The  Senate  having  proceeded,  in  pursuance  of  the  Constitution,  to  reconsider  the  bill  entitled,  "An 
act  to  authorize  the  coinage  of  the  standard  silver  dollar,  and  to  restore  its  legal-tender  character,"  returned 
to  the  House  of  Eepresentatives  by  the  President  of  the  United  States,  with  his  objections,  and  sent  by  the 
Bouse  of  Representatives  to  the  Senate  with  the  message  of  the  President  returning  the  bill ; 
Resolved.  That  the  bill  do  pass,  two-thirds  of  the  Senate  agreeing  to  pass  the  same. 
Attest :  Geo.  C.  Gorham,  Secretary  of  the  Senate. 

Act   of  IWTay  2,  1878 — Prohibiting    the    coinage    of    the    twenty-cent    piece    of 
silver,  authorized  by  the  act  oi*  March  3,  1875. 

Be  it  enacted,  etc.,  That  from  and  after  the  passage  of  this  act,  the  coinage  of  the 
twenty-cent  piece  of  silver,  by  the  Government  of  the  United  States,  be,  and  the  same  is 
lereby  prohibited.     And  all  laws  in  conflict  with  this  act  are  hereby  repealed. 

Act  Of  J  line  19,  1878 — Making  appropriations  for  the  legislative,  executive, 
and.  judicial  expenses  of  the  Government  for  the  fiscal  year  ending  June 
30th,  1879,  and  for  other  purposes. 

******** 

And  for  the  purpose  of  enabling  the  several  mints  and  assay-offices  of  the  United  States 
to  make  returns  to  depositors  with  as  little  delay  as  possible,  the  provisions  of  section 
3545  of  the  Revised  Statutes  of  the  United  States  shall  hereafter  apply  to  the  several 
mints  and  assay-offices  of  the  United  States ;  and  the  Secretary  of  the  Treasury  is 
hereby  authorized  to  use,  as  far  as  he  may  deem  it  proper  and  expedient,  for  payment  to 
depositors  of  bullion  at  the  several  mints  and  assay -offices,  coin  certificates,  representing 
-coin  in  the  Treasury,  and  issued  under  the  provisions  of  section  254  of  the  Revised 
Statutes  of  the  United  States  ;  all  of  said  acts  and  duties  to  be  performed  under  such 
rules  and  regulations  as  shall  be  prescribed  by  the  Secretary  of  the  Treasury.  And  it 
shall  be  lawful  to  apply  the  moneys  arising  from  charges  collected  from  depositors  at 
the  several  mints  and  assay-offices  pursuant  to  law,  to  defraying  the  expenses  thereof, 
including  labor,  material,  wastage,  and  use  of  machinery  ;  and  only  so  much  of  the 
appropriations  herein  made  for  the  mints  and  assay  offices  respectively,  shall  be  used  for 
said  mints  and  assay-offices  as  shall  be  necessary  for  the  operations  of  the  same,  after  the 
moneys  arising  from  the  charges  aforesaid  shall  have  been  exhausted  as  herein  provided. 
But  in  no  event  shall  the  expenditures  of  said  mints  and  assay-offices  exceed  the  amount 
of  the  specific  appropriations  herein  made  for  same. 

******** 

Act  Of  ITIarcll  3,  1879 — Making  appropriations  for  sundry  civil  expenses  of 
the  Government  for  the  fiscal  year  ending  .Tune  30th,  1880,  and  for  other 
purposes. 

Be  it  enacted,  etc. ,  That  the  following  sums  be,  and  the  same  are  hereby  appro- 
priated for  the  objects  hereinafter  expressed,  for  the  fiscal  year  ending  June  30th,  1880, 

namely  : 

******** 

Transportation  of  United  States  securities  :  For  transportation  of  notes,  bonds,  and 
other  securities  of  the  United  States,  sixty  thousand  dollars  ;  and  so  much  of  the  act 
*'  making  appropriations  for  the  legislative,  executive,  and  judicial  expenses  of  the 
•Government  for  the  fiscal  year  ending  June  30th,  1879,  and  for  other  purposes,"  approved 
June  19th,  1878,  as  authorizes  the  Secretary  of  the  Treasury  to  issue  coin  certificates  in 
exchange  for  bullion  deposited  for  coinage  at  mints  and  assay-offices  other  than  those 
mentioned  in  section  3545  of  the  Revised  Statutes,  be,  and  the  same  is  hereby  repealed  ; 
said  repeal  to  take  effect  at  the  end  of  the  present  fiscal  year. 

Act  Of  June  9,  1879 — To  provide  for  the  exchange  of  subsidiary  coins  for  law- 
ful money  of  the  United  States  under  certain  circumstances,  and  to  make 
such  coins  a  legal  tender  in  all  sums  not  exceeding  ten  dollars,  and  for  other 
purposes. 

Be  it  enacted,  etc. ,  That  the  holder  of  any  of  the  silver  coins  of  the  United  States  of 
smaller  denomination  than  one  dollar,  may,  on  presentation  of  the  same  in  sums  of  twenty 
-dollars,  or  any  multiple  thereof,  at  ihe  office  of  the  Treasurer  or  any  assistant  treasurer 
of  the  United  States,  receive  therefor  lawful  money  of  the  United  States. 

Sec.  2.  The  Treasurer  or  any  assistant  treasurer  of  the  United  States  who  may 
Teceive  any  coins  under  the  provision  of  this  act  shall  exchange  the  same  in  sums  of 
twenty  dollars,  or  any  multiple  thereof,  for  lawful  money  of  the  United  States,  on 
demand  of  any  holder  thereof. 

Sec.  3.  That  the  present  silver  coins  of  the  United  States  of  smaller  denominations 
than  one  dollar  shall  hereafter  be  a  legal  tender  in  all  sums  not  exceeding  ten  dollars  in 
full  payment  of  all  dues  public  and  private. 

Sec  4.  That  all  laws  or  parts  of  laws  in  conflict  with  this  act  be,  and  the  same  are 
Lereby  repealed. 

Act  Of  May  26,   1882 — To   authorize  the  receipt  of  United  States  gold  coin  in 
exchange  for  gold  bars.  ! 

Be  it  enacted,  etc. ,  That  the  superintendents  of  the  coinage  mints,  and  of  the  United 
States  assay  office  at  New  York,  are  hereby  authorized  to  receive  United  States  gold  coin 
from  any  holder  thereof  in  sums  not  less  than  $5,000,  and  to  pay  and  deliver  in  exchange 
therefor  gold  bars  in  value  equaling  such  coin  so  received. 

»  See  Act  of  March  3,  1891,  p.  21. 


Act   Of    \  II £11  Sl    7,   1882 — Sundry  Civil  Appropriation  Law. 

******** 

For  the  transportation  of  silver  coins  :  That  the  Secretary  of  the  Treasury  be,  and 
he  is  hereby,  authorized  and  directed  to  transport,  free  of.  charge,  silver  coins  when  re- 
quested to  do  so :  Provided,  That  an  equal  amount  in  coin  or  currency  shall  have  been 
deposited  in  the  Treasury  by  the  applicant  or  applicants  ;  and  that  there  is  hereby  ap- 
propriated ten  thousand  dollars,  or  so  much  thereof  as  may  be  necessary,  for  that  pur- 
pose, and  that  the  same  be  available  from  and  after  the  passage  of  this  act. 

*  *  *  *  *  *  *  * 

Act  Of  Allgll§t  4,  1§§6 — Making  appropriations  for  sundry  civil  expenses  of 
the  Government  for  tlie  fiscal  year  ending  June  30th,  1887,  and  for  other 
purposes. 

Be  it  enacted,  etc.,  *  *  *  And  the  Secretary  of  the  Treasury  is  hereby  author- 
ized and  required  to  issue  silver-certificates  in  denominations  of  one,  two,  and  five  dollars, 
and  the  silver  certificates  herein  authorized  shall  be  receivable,  redeemable,  and  payable- 
in  like  manner  and  for  like  purposes  as  is  provided  for  silver-certificates  by  the  act  of 
February 28th,  1878,  entitled  "An  act  to  authorize  the  coinage  of  the  standard  silver 
dollar,  and  to  restore  its  legal-tender  character,"  and  denominatians  of  one,  two,  and  five 
dollars  may  be  issued  in  lieu  of  silver-certificates  of  larger  denominations  in  the  Treasury 
or  in  exchange  therefor  upon  presentation  by  the  holders  and  to  that  extent  said  certifi- 
cates of  larger  denominations  shall  be  canceled  and  destroyed. 

*  *  *  *  *  *  *  *        ■ 

Transportation  of  silver  coin  :  For  transportation  of  silver  coin,  including- 
fractional  silver  coin,  by  registered  mail  or  otherwise,  forty  thousand  dollars  ;  and  in. 
expending  this  sum  the  Secretary  of  the  Treasury  is  authorized  and  directed  to  transport 
from  the  Treasury  or  subtreasuries,  free  of  charge,  silver  coin  when  requested  to  do  so  ; 
Provided,  That  an  equal  amount  in  coin  or  currency  shall  have  been  deposited  in  the 
Treasury  or  such  subtreasuries  by  the  applicant  or  applicants.  And  the  Secretary  of  the 
Treasury  shall  report  to  Congress  the  cost  arising  under  this  appropriation. 

*  *  *  *  *  *  *  * 

[Similar  provisions  are  contained  in  succeeding  Sundry  Civil  Appropriation  laws.] 

Act  Of  February  19,  1887 — An  act  for  the  retirement  and  recoinage  of   tho 

trade  dollar. 

Be  it  enacted,  etc.,  That  for  a  period  of  six  months  after  the  passage  of  this  act, 
United  States  trade  dollars,  if  not  defaced,  mutilated  or  stamped,  shall  be  received  at  the 
office  of  the  Treasurer,  or  any  assistant  treasurer  of  the  United  States,  in  exchange  fcr  a 
like  amount,  dollar  for  dollar,  of  standard  silver  dollars,  or  of  subsidiary  coins  of  the 
United  States. 

Sec.  2.  That  the  trade  dollars  received  by,  paid  to,  or  deposited  with  the  Treasurer 
or  any  assistant  treasurer  or  national  depositary  of  the  United  States  shall  not  be  paid  out 
or  in  any  other  manner  issued,  but,  at  the  expense  of  the  United  States,  shall  be  transmitted 
to  the  coinage  mints  and  recoined  into  standard  silver  dollars  or  subsidiary  coin,  at  the 
discretion  of  the  Secretary  of  the  Treasury  ;  Provided,  That  the  trade  dollars  recoined 
under  this  act  shall  not  be  counted  as  part  of  the  silver  bullion  required  to  be  purchased 
and  coined  into  standard  dollars  as  required  by  the  act  of  February  28,  1878. 

Sec.  3.  That  all  laws  and  parts  of  laws  authorizing  the  coinage  and  issuance  of 
United  Stales  trade  dollars  are  hereby  repealed. 

Received  by  the  President,  February  19,  1887. 

[Note  by  the  Department  of  State. — The  foregoing  act  having  been  presented  to  the  President  of 
the  United  States  for  his  approval,  and  not  having  been  returned  by  him  to  the  house  of  Congress  in  which, 
it  orig  nated  within  the  time  prescribed  by  the  Constitution  of  the  United  States,  has  become  a  law 
without  his  approval.] 

Act  Of  March  2,  1889, — Sundry  Civil  Appropriation  Law, 

******** 

That  hereafter  it  shall  not  be  lawful  to  use  any  portion  of  the  so-called  "  silver  profit 
fund  "  or  of  the  appropriation  for  "  storage  silver  transportation  "  for  the  purpose  of 
paying  the  expenses  of  the  transportation  of  standard  silver  dollars  from  the  mints  or  the 
sub-treasuries  to  the  Treasury  at  Washington,  District  of  Columbia. 

******** 

Act  Of  July  14,  1890 — Directing  the  purchase  of  silver  hullion  and  the  issue 
of  Treasury  notes  thereon,  and  for  other  purposes. 

Be  it  enacted,  etc.,  That  the  Secretary  of  the  Treasury  is  hereby  dircted  to  purchase, 
fiom  time  to  time,  silver  bullion  to  the  aggregate  amount  of  four  million  five  hundred 
thousand  ounces,  or  so  much  thereof  as  may  be  offered  in  each  month,  at  the  market 
price  thereof,  not  exceeding  one  dollar  for  three  hundred  and  seventy  one  and  twenty- 
five  hundredths  grains  of  pure  silver,  and  to  issue  in  payment  of  such  purchases  of  silver 
bullion  Treasury  notes  of  the  United  States  to  be  prepared  by  the  Secretary  of  the  Treas- 
ury, in  such  form  and  of  such  denominations,  not  less  than  one  dollar  nor  more  than  one 
thousand  dollars,  as  he  may  prescribe,  and  a  sum  sufficient  to  carry  into  effect  the  pro- 
visions of  this  act  is  hereby  appropriated  out  of  any  money  in  Treasury  not  otherwise 
appropriated. 

Sec  2.  That  the  Treasury  notes  issued  in  accordance  with  the  provisions  of  this 
act  shall  be  redeemable  on  demand,  in  coin,  at  the  Treasury  of  the  United  States,  or  at 
the  office  of  any  assistant  treasurer  of  the  United  States,  and  when  so  redeemed  may  be 
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aeissued  ;  but  no  greater  or  less  amount  of  such  xiotes  shall  be  outstanding  at  any  time 
than  the  cost  of  the  silver  bullion  and  the  standard  silver  dollars  coined  therefrom,  then 
held  iu  the  Treasury  purchased  by  such  notes  ;  and  such  Treasury  notes  shall  be  a  legal 
tender  in  payment  of  all  debts,  public  and  private,  except  where  otherwise  expressly 
stipulated  in  the  contract,  and  shall  be  receivable  for  customs,  taxes,  and  all  public  dues, 
and  when  so  received  may  be  reissued  ;  and  such  notes,  when  held  by  any  national 
banking  association,  may  be  counted  as  a  part  of  its  lawful  reserve.  That  upon  de- 
mand of  the  holder  of  any  of  the  Treasury  notes  herein  provided  for  the  Secretary  of  the 
Treasury  shall,  under  such  regulations  as  he  may  prescribe,  redeem  such  notes  in  gold 
or  silver  coin,  at  his  discretion,  it  being  the  established  policy  of  the  United  States  to 
maintain  the  two  metals  on  a  parity  with  each  other  upon  the  pres.  nt  legal  ratio,  or  such 
ratio  as  may  be  provided  1  >y  law. 

Sec.  3.  That  the  Secretary  of  the  Treasury  shall  each  month  coin  t^omillkc. 
ounces  of  the  silver  bullion  purchased  under  the  provisions  of  this  act  into  standard  sil- 
ver d  liars  until  the  first  day  of  July,  1891,  nnd  after  that  time  he  shall  coin  of  the 
silver  bullion  purchase.!  under  the  provisions  of  this  act  as  much  as  may  be  necessary  to 
pi o vide  for  the  redemption  of  the  Treasury  notes  herein  provided  for,  "and  any  gain  or 
seignio'age  arising  from  such  coinage  shall  Ikj  accounted  for  and  paid  into  the  Treasury. 

Sec.  4  That  the  silver  bullion  purchased  under  the  provisions  of  this  act  shall  be 
subject  to  the  requirements  of  existing  law  and  the  regulations  of  the  mint  service 
governing  ihe  methods  ot  determining  the  amount  of  pure  silver  contained,  and  the 
amount  of  charges  cr  deductions,  if  any,  to  be  made. 

Slc  5.  That  so  much  of  the  act  of  February  28,  1878,  entitled  "An  act  to  authorize 
the  coinage  of  the  standard  silver  dollar  and  to  restore  its  legal  tender  character,"  as  re- 
quires the  monthly  pure,  ase  and  coinage  of  the  same  into  silver  dol  ars  of  not  less  lhan 
two  m-ilion  dollars  nor  more  than  four  million  do.lars'  worth  of  silver  bullion,  is  heieby 
repealed, 

[Sec  G  relates  to  the  five  per  cent,  redemption  fund  of  National  banks.  See  page  44] 

Sec  7.  That  this  act  shall  take  effect  thirty  days  from  and  after  its  passage. 

Act  <;f  September  26,  1890 — To  amend  section  3510  of  the  Revised  Statutes  of 
the  United  States,  and  to  provide  for  new  designs  of  authorized  devices  of 
United  States  Coins. 

[Amends  sec.  3j10  of  Revised  Statutes  relating  to  designs,  etc.,  of  coins.] 

Act  Of  September  26,  1§90 — An  act  to  discontinue  the   coinage  of  the  three- 
dollar  and  one-dollar  gold  pieces  and  three-cent  nickel  piece. 

Be  it  enacted,  etc.,  That  from  and  after  the  passage  of  this  act  the  coinage  of  the 
three-dollar  gold  piece,  the  one- dollar  gold  piece,  and  the  three  cent  nickel  piece  be,  and 
the  same  is  herebv  prohibited,  and  the  pieces  named  shall  not  be  struck  or  issued  by  the 
Mint  of  the  United  States. 

Sec  2.  That  as  fast  as  the  said  coins  shall  be  paid  into  the  Treasury  of  the  United 
States  they  shall  be  withdrawn  from  circulation  and  be  recoined  into  other  denomina- 
tions of  coins. 

Sec  3.  That  all  laws  and  parts  of  laws  in  conflict  with  this  act  are  hereby  repealed. 

Act  Of  February  10,  1891 — To  prevent  counterfeiting  or  manufacture  of 
dies,  t«>ols,  or  other  implements  used  in  counterfeiting,  and  providing  penal- 
ties the.  efor,  and  providing  for  the  issue  ot  search  warrants  in  <  erta  in  ca.-es. 

*********** 

[Prohibits  the  making  of  molds,  hubs,  dies,  etc.,  in  similitude  of  dies  for  U.  S. 
coins,  or  of  anything  in  likeness  of  any  coins  of  the  U.  S.  or  of  any  foreign  Govern- 
ment ;  and  provides  for  the  seizure  and  forfeiture  of  all  counterfeits,  etc.] 

Act  Of  Marcll  3,  1S91 — An  act  making  appropriations  for  the  legislative, 
executive,  and  judicial  expenses  of  the  Government  for  the  fiscal  year  ending 
June  30, 1802,  and  foi*  other  purposes. 

Sec  3.  That  an  act  to  authorize  the  receipt  of  United  States  gold  coin  in  exchange 
for  gold  bars,  approved  May  26th,  1882,1  be  amended  to  read  as  follows  : 

"  That  the  superintendents  of  the  coinage  mints  and  of  the  United  States  assay 
office  at  New  York  may,  with  the  approval  ot  the  Secretary  of  the  Treasury,  but  not 
otherwise,  receive  United-  States  gold  coin  from  any  holder  thereof  in  sums  of  not  less 
than  five  thousand  dollars,  and  pay  and  deliver  in  exchange  therefor  gold  bars  in  value 
equaling  such  coin  so  received  :  Provided,  That  the  Secretary  of  the  Treasury  may 
impose  for  such  exchange  a  charge  which,  in  his  judgment,  shall  equal  the  cost  of  man 
utacturing  the  bars." 

*********** 

Act  Of  IVovcmber  2,  1893. — An  Act  to  repeal  a  part  of  an  act  approved 
July  14th,  1890,  entitled  "An  Act  directing  the  purchase  of  silver  bullion 
and  the  issue  of  Treasury  notes  thereon,  an  i  for  other  purposes." 

Be  it  enacted,  etc.,  That  so  much  of  the  act  approved  July  14th,  1890,  entitled  "  An 
act  directing  the  purchase  of  silver  bullion  and  issue  of  Treasury  notes  thereon,  and  for 
other  purposes,"  as  directs  the  Secretary  of  the  Treasury  to  purchase  from  time  to  time 
silver  bullion  to  the  aggregate  amount  of  4,500,000  ounces,  or  so  much  thereof  as  may 
be  offered  in  each  month  at  the  market  price  thereof,  not  exceeding  one  dollar  for  three 
hundred  and  seven  y-one  and  twenty-five  one-hundred ths  grains  of  pure  silver,  and  to 

1  See  p.  19. 


issue  in  payment  for  such  purchases  Treasury  notes  of  the  United  States,  be,  and  the 
same  is  hereby  repealed.  And  it  is  hereby  declaied  to  be  the  policy  of  the  United 
States  to  continue  the  use  of  both  gold  and  silver  as  standard  money,  and  to  coin  both 
gold  and  silver  into  money  of  equal  intrinsic  and  exchangeable  value,  such  equality 
to  be  secure  through  international  agreement,  or  by  such  safeguards  of  legislation  as 
wil)  insure  the  maintenance  of  the  parity  in  value  of  the  coins  of  the  two  metals,  and  the 
equal  power  of  every  dollar  at  all  times  in  the  markets  and  in  the  payment  of  debts. 
And  it  is  hereby  further  declared  that  the  effort  of  the  Government  should  be  steadily- 
directed  to  the  establishment  of  such  a  safe  system  of  bimetallism  as  will  maintain  at  all 
times  the  equal  power  of  every  dollar  coined  or  issued  by  the  United  States,  in  the 
markets  and  in  the  payment  of  debts. 

II.-LAWS  RELATING  TO  GOVERNMENT  CURRENCY. 

Act  Of  July  IT",  1861. — An  act  to  authorize  a  national  loan,  and  for  other  pur- 
poses. 

Be  it  enacted,  etc.,  That  the  Secretary  of  the  Treasury  be,  and  he  is  hereby,  author- 
ized to  borrow  on  the  credit  of  the  United  States,  within  twelve  months  from  the  pass- 
age of  this  act,  a  sum  not  exceeding  $250,000,000,  or  so  much  thereof  as  he  may  deem 
necessary  for  the  public  service,  for  which  he  is  authorized  to  issue  coupon  bonds,  or 
registered  bonds,  or  Treasury  notes,  in  such  proportions  of  each  as  he  may  deem  advis- 
able :  the  bonds  to  bear  interest  not  exceeding  seven  per  centum  per  annum,  payable 
semi-annually,  irredeemable  for  twenty  years,  and  after  that  period  redeemable  at  the 
pleasure  of  the  United  States  ;  and  the  treasury  notes  to  be  of  any  denomination  fixed  by 
the  Secretary  of  the  Treasury,  not  less  than  $50.  and  to  be  payable  three  years  after  date, 
with  interest  at  the  rate  of  seven  and  three-tenths  per  centum  per  annum,  payable  semi- 
annually. And  the  Secretary  of  the  Treasury  may  also  issue  in  exchange  for  coin,  and 
as  part  of  the  above  loan,  or  may  pay  for  salaries  or  other  dues  from  the  United  States, 
Treasury  notes  of  a  less  denomination  than  fifty  dollars,  not  bearing  interest,  but 
payable  on  demand  by  the  assistant  treasurers  of  the  United  States  at  Philadelphia,  New 
York,  or  Boston,  or  Treasury  notes  bearing  interest  at  the  rate  of  three  and  sixty-five 
hundredths  per  centum,  payable  in  one  year  from  date,  and  exchangeable  at  any  time  for 
Treasury  notes  for  fifty  dollars,  and  upwards,  issuable  under  the  authority  of  this  act, 
and  bearing  interest  as  specified  above  :  Provided,  That  no  exchange  of  such  notes  in  any 
less  amount  than  one  hundred  dollars  shall  be  made  at  one  time  :  And  provided  further. 
That  no  Treasury  notes  shall  be  issued  of  a  less  denomination  than  ten  dollars,1  and  that 
the  whole  amount  of  Treasury  notes,  not  bearing  interest,  issued  under  the  authority  of 
this  act,  shall  not  exceed  $50,000,000. 

********** 

Sec.  6.  And  be  it  further  enacted,  That  whenever  any  Treasury  notes  of  a  denomi- 
nation less  than  fifty  dollars,  authorized  to  be  issued  by  this  act,  shall  have  been 
redeemed,  the  Secretary  of  the  Treasury  may  reissue  the  same  or  may  cancel  them  and 
issue  new  notes  to  an  equal  amount :  Provided,  That  the  aggregate  amount  of  bonds  and 
Treasury  notes  issued  under  the  foregoing  provisions  of  this  act  shall  never  exceed  the 
full  amount  authorized  by  the  first  section  of  this  act  ;  and  the  power  to  issue  or  reissue 
such  notes  shall  cease  and  determine  after  the  31st  of  December,  1862. 

Sec.  7.  And  be  it  further  enacted,  That  the  Secretary  of  the  Treasury  is  hereby 
authorized,  whenever  he  shall  deem  it  expedient,  to  issue  in  exchange  for  coin,  or  in 
payment  for  public  dues,  Treasury  notes  of  a^y  denominations  hereinbefore  specified, 
bearing  interest  not  exceeding  six  per  centum  per  annum,  and  payable  at  any  time  not 
exceeding  twelve  months  from  date,  provided  that  the  amount  of  notes  so  issued,  or  paid, 
shall  at  no  time  exceed  twenty  millions  of  dollars. 

*  **  ***  **  ** 

Act    Of  AllgUSt  5,   EMU. — An  act  supplementary  to  an  act  entitled  '« An  act  to 
authorize  a  national  loan  and  for  other  purposes." 

Be  it  enacted,  etc.,  *  *  *  Any  part  of  the  Treasury  notes  payable  on  demand, 
authorized  by  said  act  [of  July  17,  1861],  may  be  made  payable  by  the  assistant  treas- 
urer at  St.  Louis,  or  by  the  depositary  at  Cincinnati. 

Sec.  2.  And  be  it  further  enacted,  That  the  Treasury  notes  issued  under  the  provis- 
ions of  the  said  act  to  authorize  a  national  loan,  and  for  other  purposes,  or  of  any  other 
act  now  in  force  authorizing  the  issue  of  such  notes,  shall  be  signed  by  the  Treasurer  of 
the  United  States,  or  by  some  officer  of  the  Treasury  Department,  designated  by  the 
Secretary  of  the  Treasury,  for  said  Treasurer,  and  countersigned  by  the  Register  of  the 
Treasury,  or  by  some  officer  of  the  Treasury  Department,  designated  by  the  Secretary 
of  the  Treasury,  for  said  Register,  and  no  Treasury  notes,  issued  under  any  act,  shall 
require  the  seal  of  the  Treasury  Department. 

Sec.  3.  And  be  it  further  enacted.  That  so  much  of  the  act  to  which  this  is  supple- 
mentary as  limits  the  denomination  of  a  portion  of  the  Treasury  notes  authorized  by 
said  act  at  not  less  than  ten  dollars,  be  and  is  so  modified  as  to  authorize  the  Secretary 
of  the  Treasury  to  fix  the  denomination  of  said  notes  at  not  less  than  five  dollars. 
********** 

Sec  5.  And  be  it  further  enacted,  That  the  Treasury  notes  authorized  by  the  act  to 
which  this  is  supplementary,  of  a  less  denomination  than  fifty  dollars,  payable  on  demand 

1  Changed  to  $5  by  Act  of  August  2, 1861,  sec.  3,  below. 


"without  interest,  and  not  exceeding  in  amount  the  sum  of   $50,000,000,  shall  be  receiv- 
able in  pnyment  of  public  dues. 


*  #■  *  * 


Act   Of  February  1*2,  1§62.-An  act  to  authoriie  an  additional  issue  of  United 

States  notes. 

Be  it  enacted,  etc.,  That  the  Secretary  of  ihe  Treasury,  in  addition  to  the  fifty  mil- 
lions of  notes  payable  on  demand  of  denominations  not  less  than  five  dollars,  hereto- 
fore authorized  by  the  acts  of  July  17,  and  August  5,  1861,  be,  and  he  is  hereby, 
auihorized  to  issue  likes  notes,  and  for  like  purposes,  to  the  amount  of  $10,000,000,  and 
said  notes  shall  be  deemed  part  of  the  loan  of  £250,000,000  authorized  by  said  acts. 

Act  Of  February  25,  1862. — An  act  to  authorize  the  issue  of  United  States  notes, 
and  for  the  redemption  or  funding  the  floating  debt  of  the  United  States. 

Be  it  enacted,  etc..  That  the  Secretary  of  the  Treasury  is  hereby  authorized  to  issue, 
•on  tl«e  crpdit  of  the  United  States,  $150,000,000  of  United  States  notes,  not  bearing  inter- 
est, payable  to  bearer,  at  the  Tieasury  of  the  United  States,  and  of  such  denominations 
as  he  may  deem  expediert,  not  less  than  five  dollars  each :  Prodded,  however,  That  fifty 
millions  of  said  notes  shall  be  in  lieu  of  the  demand  Treasu  y  notes  authorized  to  be 
issued  by  the  act  of  July  17, 1861  ;  which  said  demand  notes  shall  be  taken  us  as  rapidly 
as  practicable,  and  the  notes  herein  provided  for  substituted  for  them  :  And  provided 
further,  That  the  amount  of  the  two  kinds  of  notes  together  stall  at  no  time  exceed  the 
sum  of  $150  ('00,000,  and  such  notes  herein  authorized  shall  be  receivable  in  payment  of  all 
taxes,  internal  duties,  excises,  dents,  and  demands  of  every  kind  due  to  the  United  States, 
except  duties  on  imports,  and  of  all  claims  and  demands  against  the  United  States  of 
every  kind  whatsover,  except  for  interest  upon  bonds  and  notes,  which  shall  be  paid  in 
coin,  and  ehall  also  be  lawful  money  and  a  legal  tender  in  payment  of  all  debts  public 
rnd  private,  within  the  United  States,  except  duties  on  imports  and  interest  as  aforesaid. 
And  any  holdeis  of  said  United  States  notes  depositing  any  sum  not  less  than  fifty  dollars 
or  some  muhiple  of  fifty  dollars,  with  the  Treasurerof  the  United  States,  or  either  of  the 
assistant  treasurers,  shall  receive  in  exchange  therefor  duplicate  certificates  of  deposit, 
one  of  which  may  be  transmitted  to  the  Secretary  of  the  Treasury,  who  shall  thereupon 
issu3  to  the  holder  an  equal  amount  of  bonds  of  the  United  States,  coupon  or  regis- 
tered, as  may  by  said  holder  be  desired,  bearing  interest  at  the  rate  of  six  per  centum 
per  annum  payable  semi-annually,  and  redeemable  at  the  pleasure  of  the  United  States 
jftcrfive  years,  and  payable  twenty  years  from  the  date  thereof.  And  such  United 
States  notes  shall  be  received  the  same  as  coin,  at  their  par  value,  in  payment  for  any 
loans  that  may  be  hereafter  sold  or  negotiated  by  the  Secretary  of  the  Treasury,  and 
may  be  reissued  from  time  to  time  as  the  exigencies  of  the  public  interest  shall 
require. 

Sec.  2.  And  be  it  further  enacted,  That,  to  enable  the  Secretary  of  the  Treasury  to 
fund  the  Treasury  notes  and  floating  debt  of  the  United  States,  he  is  hereby  authorized 
to  i.  sue,  on  the  credit  of  the  United  States,  coupon  bonds,  or  registered  bonds,  to  an  amount 
not  exceeding  $500,000,000,  redeemable  at  the  pleasure  of  the  United  States  after  five  years, 
and  payable  twenty  years  from  date,  and  bearing  interest  at  the  rate  of  six  per  centum 
per  annum,  payable  semi-annually.  And  the  bonds  herein  authorized  shall  be  of  such 
■denominations,  not  less  than  fifty  dollars,  as  may  be  determined  upon  by  the  Secretary 
of  the  Treasury.  And  the  Secretary  of  the  Treasuiy  may  dispose  of  such  bonds  at  any 
time,  at  the  market  value  thereof,  for  the  coin  of  the  United  States,  or  for  any  of  the 
Treasury  notes  that  have  been  or  may  hereafter  be  issued  under  any  former  act  of  Con- 
gress, or  for  United  States  notes  that  may  be  issued  under  the  provisions  of  this  act ;  and 
all  stocks,  bonds,  and  other  securities  of  the  United  States  held  by  individuals,  corpora- 
tions, or  associations  within  the  United  States,  shall  be  exempt  from  taxation  by  or  under 
State  authority. 

Sec.  4.  And  be  it  further  enacted,  That  the  Secretary  of  the  Treasury  may  receive 
from  any  person  or  persons,  or  any  corporation,  United  States  notes  on  deposit  for  not 
less  than  thirty  davs,  in  sums  of  not  less  than  one  hundred  dollars,  with  any  of  the  assis- 
tant treasurers  or  designated  depositaries  of  the  United  States  authorized  by  the  Secre- 
tary of  the  Treasury  to  receive  them,  who  shall  issue  therefor  certificates  of  deposit 
made  in  such  form  as  the  Secretary  of  the  Treasury  shall  prescribe,  and  said  certificates 
of  deposit  shall  bear  interest  at  the  rate  of  five  per  centum  per  annum  ;  and  any  amount 
of  United  States  notes  so  deposited  may  be  withdrawn  from  deposit  at  anytime  after  ten 
days' notice  on  the  return  of  said  certificates:  Provided,  That  the  interest  on  all  such 
deposits  shall  cease  and  determine  at  the  pleasure  of  the  Secretary  of  the  Treasury  :  And 
provided  further,  That  the  aggregate  of  such  deposit  shall  at  no  time  exceed  the  amount 
of  twenty-five  millions  of  dollars. 

Sec.  5.^  And  be  it  further  enacted.  That  all  duties  on  imported  goods  shall  be  paid 
in  coin,  or  in  notes  payable  on  demand  heretofore  authorized  to  be  issued  and  by  law 
receivable  in  payment  of  public  dues,  and  the  coin  so  paid  shall  be  set  apart  as  a  special 
fund,  and  shall  be  applied  as  follows  : 

First.  To  the  payment  in  coin  of  the  interest  on  the  bonds  and  notes  of  the  United 
States. 

^  Second.  To  the  purchase  or  payment  of  one  per  centum  of  the  entire  debt  of  the 
"United  States,  to  be  made  within  each  fiscal  year  after  the  first  day  of  July,  1862,  which 
is  to  be  set  apart  as  a  sinking  fund,  and  the  interest  of  which  shall  in  like  manner  bo 
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applied  to  the  purchase  or  payment  of  the  public  debt  as  the  Secretary  of  the  Treasury- 
shall  from  time  to  time  direct. 

Third.  The  residue  thereof  to  be  paid  into  the  Treasury  of  the  United  States. 

[Secs.  6  and  7  prohibit,  and  provide  penalties  for,  all  counterfeiting,  forging,. 
etc.] 

Act   of  .Tlardl    17,    1862 — An  act    to  authorize    the    purchase    of  coin    and    for- 

othcr  purposes. 

******** 

Sec.  2.  And  be  it  further  enacted,  That  the  demand  notes  authorized  by  the  act  of 
July  17,  1861,  and  by  the  act  of  February  12,  1862,  shall,  in  addition  to  being  receivable- 
inpayment  of  duties  on  imports,  be  receivable,  and  shall  be  lawful  money  and  a  legal 
tender,  in  like  manner,  and  for  the  same  purposes,  and  to  the  same  extent,  as  the  notes 
authorized  by  an  act  entitled  "  An  act  to  authorize  the  issue  of  United  States  notes,  and 
for  the  redemption  or  funding  thereof,  and  for  funding  the  floating  debt  of  the  United 
States,"  approved  February  25,  1862. 

******** 

Act  Of  July   11,   1862 — An    act    to    authorize    an    additional    issue    of  United 
States  notes,  and  for  other  purposes. 

Be  it  enacted,  etc. ,  That  the  Secretary  of  the  Treasury  is  hereby  authorized  to  issue, 
in  addition  to  the  amounts  heretofore  authorized,  on  the  credit  of  the  United  States,  one 
hundred  and  fifty  millions  of  dollars  of  United  States  notes,  not  bearing  interest,  payable 
to  bearer  at  the  Treasury  of  the  United  States,  and  of  such  denominations  as  he  may 
deem  expedient :  Provided,  that  no  note  shall  be  issued  for  the  fractional  part  of  a  dollar, 
and  not  more  than  thirty  five  millions  shall  be  of  lower  denominations  than  five  dollars  ;. 
and  such  notes  shall  be  receivable  in  payment  of  all  loans  made  to  the  United  States. 
and  of  all  taxes,  internal  duties,  excises,  debts,  and  demands  of  every  kind  due  to  the 
United  States,  except  duties  on  imports  and  interest,  and  of  all  claims  and  demands 
against  the  United  States,  except  for  interest  upon  bonds,  notes,  and  certificates  of  debt 
or  deposit ;  and  shall  also  be  lawful  money  and  a  legal  tender  in  payment  of  all  debts, 
public  and  private,  within  the  United  States,  except  duties  on  imports  and  interest,  as 
aforesaid.  And  any  holder  of  said  United  States  notes  depositing  any  sum  not  less  than 
fifty  dollars,  or  some  multiple  of  fifty  dollars,  with  the  Treasurer  of  the  United  States- 
or  either  of  the  assistant  treasurers,  shall  receive  in  exchange  therefor  duplicate  certifi- 
cates of  deposit,  one  of  which  may  be  transmitted  to  the  Secretary  of  the  Treasury,  who* 
shall  thereupon  issue  to  the  holder  an  equal  amount  of  bonds  of  the  United  States, 
coupon  or  registered,  as  may  by  said  holder  be  desired,  bearing  interest  at  the  rate  of  six 
per  centum  per  annum,  payable  semi  annually,  and  redeemable  at  the  pleasure  of  the 
United  States  after  five  years,  and  payable  twenty  years  from  the  date  thereof :  Provided, 
however,  that  any  notes  issued  under  this  act  may  be  paid  in  coin,  instead  of  being- 
received  in  exchange  for  certificates  of  deposit  as  above  specified,  at  the  direction  of  the 
Secretary  of  the  Treasury.  And  the  Secretary  of  the  Treasury  may  exchange  for  such 
notes,  on  such  terms  as  he  shall  think  most  beneficial  to  the  public  interest,  any  bonds  of 
the  United  States  bearing  six  per  centum  interest,  and  redeemable  after  five  and  payable 
in  twenty  years,  which  have  been  or  may  be  lawfully  issued  under  the  provisions  of  any 
existing  act ;  may  reissue  the  notes  so  received  in  exchange  ;  may  receive  and  cancel 
any  heretofore  lawfully  issued  under  any  act  of  Congress,  and  in  lieu  thereof,  issue  an 
equal  amount  in  notes  such  as  are  authorized  by  this  act ;  and,  may  purchase,  at  rates 
not  exceeding  that  of  the  current  market,  and  cost  of  purchase  not  exceeding  one-eighth 
of  one  per  centum,  any  bonds  or  certificates  of  debt  of  the  United  States  as  he  may  deem 
advisable. 

,  Sec.  2.  And  be  it  further  enacted,  That  the  Secretary  of  the  Treasury  be,  and  he  is 
hereby  authorized,  in  case  he  shall  think  it  inexpedient  to  procure  said  notes,  or  any  part 
thereof,  to  be  engraved  and  printed  by  contract,  to  cause  the  said  notes  or  any  part 
thereof,  to  be  engraved,  printed  and  executed,  in  such  form  as  he  shall  prescribe,  at  the 
Treasury  Department  in  Washington,  and  under  his  direction,  and  he  is  hereby  em- 
powered to  purchase  and  provide  all  the  machinery  and  materials,  and  to  employ  such 
persons  and  appoint  such  officers  as  may  be  necessary  for  this  purpose. 

Sec.  3.  And  be  it  further  enacted.  That  the  limitation  upon  temporary  deposits  of 
United  States  notes  with  any  assistant  treasurer,  or  designated  depositary  authorized  by 
the  Secretary  of  the  Treasury  to  receive  such  deposits,  to  fifty  millions  of  dollars  be,  and 
is  hereby  repealed ;  and  the  Secretary  of  the  Treasury  is  authorized  to  receive  such 
deposits,  under  such  regulations  as  he  may  prescribe,  to  such  amount  as  he  may  deem 
expedient,  not  exceeding  one  hundred  millions  of  dollars,  for  not  less  than  thirty  days, 
in  sums  not  less  than  one  hundred  dollars,  at  a  rate  of  interest  not  exceeding  five  per 
centum  per  annum  ;  and  any  amount  so  deposited  may  be  withdrawn  from  deposit,  at 
any  time  after  ten  days'  notice  on  the  return  of  the  certificate  of  deposit.  And  of  the 
amount  of  United  States  notes  authorized  by  this  act,  not  less  than  fifty  millions  of 
dollars  shall  be  reserved  for  the  purpose  of  securing  prompt  payment  of  such  deposits 
when  demanded,  and  shall  be  issued  and  used  only  when,  in  the  judgment  of  the  Secre- 
tary of  the  Treasury,  the  same  or  any  part  thereof  may  be  needed  for  that  purpose. 
And  certificates  of  deposit  and  of  indebtedness  issued  under  this  or  former  acts,  may  be 
received  on  the  same  terms  as  United  States  notes  in  payment  for  bonds  redeemable  after 
five  and  payable  in  twenty  years. 
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SEC  4.  And  be  it  further  enacted,  That  the  Secretary  of  the  Treasury  may,  at  any 
time  until  otherwise  ordered  by  Congress,  and  under  the  restrictions  imposed  by  the  "Act 
to  authorize  a  national  loan,  and  for  other  purposes,"  borrow,  on  the  credit  of  the  United 
States,  such  part  of  the  sum  of  two  hundred  and  fifty  millions  mentioned  in  said  act  as 
may  not  have  been  borrowed  under  the  provisions  of  the  same,  within  twelve  months 
from  the  passage  thereof. 

[Sec.  5.  Appropriations  for  detecting  counterfeiting.] 

Sec.  6.  And  be  it  further  enacted,  That  all  the  provisions  of  the  act  entitled  "An 
Act  to  authorize  the  issue  of  United  States  notes,  and  for  the  redemption  or  funding 
thereof,  and  for  funding  the  floating  debt  of  the  United  States."  Approved  February  25, 
1862,  so  far  as  the  same  can  or  may  be  applied  to  the  provisions  of  this  act,  and  not 
inconsistent  therewith,  shall  apply  to  the  notes  hereby  authorized  to  be  issued. 

Act.    Of*   Jllly     17,    1862 — An     act    to    authorize    payments    in    stamps,    and    to 
prohibit  circulation  of  notes  of  le»s  denomination  than  one  dollar. 

Be  it  enacted,  etc.,  That  the  Secretary  of  the  Treasury  be,  and  he  is  hereby 
■directed  to  furnish  to  the  Assistant  Treasurers,  and  such  designated  depositaries  of  the 
United  States  as  may  be  by  him  selected,  in  such  sums  as  he  may  deem  expedient,  the 
postage  and  other  stamps  of  the  United  States  to  be  exchanged  by  them,  on  application, 
for  United  States  notes;  and  from  and  after  the  first  day  of  August  next,  such  stamps 
shall  be  receivable  in  payment  of  all  dues  to  the  United  States  less  than  $5,  and  shall 
be  received  in  exchange  for  United  States  notes  when  presented  to  any  Assistant 
Treasurer  or  any  designated  depositary  selected  as  aforesaid,  in  sums  not  less  than  $5. 

Sec  2.  And  be  it  further  enacted,  That  from  and  after  the  first  day  of  August, 
1862,  no  private  corporation,  banking  association,  firm  or  individual,  shall  make,  issue, 
•circulate  or  pay  any  note,  check,  memorandum,  token  or  other  obligation,  for  a  less 
sum  than  $1,  intended  to  circulate  as  money,  or  to  be  received  or  used  in  lieu  of  lawful 
money  of  the  United  States  ;  and  every  person  so  offending  shall,  on  conviction  thereof, 
in  any  District  or  Circuit  Court  of  the  United  States,  be  punished  by  fine  not  exceeding 
$500,  or  by  imprisonment  not  exceeding  six  months,  or  by  both,  at  the  option  of  the 
•Court. 

Joint  resolution  of  January  IT,   1863— joint  resolution  to  provide  for 

the  immediate  payment  of  the  Army  and  IVavy  of  the  United  States. 

Whereas  it  is  deemed  expedient  to  make  immediate  provision  for  the  payment  of 
the  Army  and  Navy  :  Therefore,  Be  it  resolved,  etc.,  That  the  Secretary  of  the  Treas- 
ury be,  and  he  is  hereby  authorized,  if  required  by  the  exigencies  of  thepubJic  service, 
to  issue  on  the  credit  of  the  United  States  the  sum  of  one  hundred  millions  of  dollars  of 
United  States  notes,  in  such  form  as  he  may  deem  expedient,  not  bearing  interest,  pay- 
able to  bearer,  on  demand,  and  of  such  denominations  not  less  than  one  dollar,  as  he 
may  prescribe,  which  notes  so  issued  shall  be  lawful  money  and  a  legal  tender,  like  the 
similar  notes  heretofore  authorized  in  payment  of  all  debts,  public  and  private,  within 
the  United  States,  except  for  duties  on  imports  and  interest  on  the  public  debt ;  and  the 
motes  so  issued  shall  be  part  of  the  amount  provided  for  in  any  bill  now  pending  for  the 
issue  of  Treasury  notes,  or  that  may  be  passed  hereafter. 

Act  of  March  3,   1863 — An   act  to    provide   ways  and    means   for  the  support 

of  the   Government. 

*  #  ***  *** 

Sec  2.  And  be  it  further  enacted,  That  the  Secretary  of  the  Treasury  be,  and  he 
is  hereby  authorized  to  issue,  on  the  credit  of  the  United  States,  four  hundred  millions 
of  dollars  in  Treasury  notes,  payable  at  the  pleasure  of  the  United  States,  or  at  any  such 
time  or  times,  not  exceding  three  years  from  date,  as  may  be  found  most  beneficial  to 
the  public  interests,  and  bearing  interest  at  a  rate  not  exceeding  six  per  centum  per 
annum,  payable  at  periods  expressed  on  the  face  of  said  Treasury  notes  ;  and  ttie  inter- 
est on  the  said  Treasury  notes  and  on  certificates  of  indebtedness  and  deposit  hereafter 
issued,  shall  be  paid  in  lawful  money.  The  Treasury  notes  thus  issued  ^hall  be  of  such 
•denomination  as  the  Secretary  may  direct,  not  less  than  ten  dollars,  and  may  be  dis- 
posed of  on  the  best  terms  that  can  be  obtained,  or  may  be  paid  to  any  creditor  of  the 
United  States  willing  to  receive  the  same  at  par.  And  said  Treasury  notes  may  be  made 
a  legal  tender  to  the  same  extent  as  United  States  notes,  for  their  face  value,  excluding 
interest ;  or  they  may  be  made  exchangeable  under  regulations  prescribed  by  the  Secre- 
tary of  the  Treasury,  by  the  holder  thereof,  at  the  Treasury  in  the  City  of  Washington, 
•or  at  the  office  of  any  assistant  treasurer  or  depositary  designated  for  that  purpose,  for 
Uni'ed  States  notes  equal  in  amount  to  the  Treasury  notes  offered  for  exchange,  together 
with  the  interest  accrued  and  due  thereon  at  the  date  of  interest  payment  next  preceding 
such  exchange.  And  in  lieu  of  any  amount  of  said  Treasury  not:s  thus  exchanged,  or 
redeemed  or  paid  at  maturity,  the  Secretary  may  issue  an  equal  amount  of  other 
Treasury  notes;  and  the  Treasury  notes  so  exchanged,  redeemed,  or  pail,  shall 
be  cancelled  and  destroyed  as  the  Secretary  may  direct.  In  order  to  secure  certain 
and  prompt  exchanges  of  United  Slates  nous  for  Treasury  notes,  when  required,  as 
above  provided,  the  Secretary  shall  have  power  to  issue  United  States  notes  tDthe 
amount  of  one  hundred  and  fifty  millions  of  dollars,  which  may  be  used  if  necessary 
for  such  exchanges  ;  but  no  part  of  the  United  Stales  notes  authorized  by  this  section 
shall  be  issued  for  or  applied  to  any  other  purposes  than  said  exchanges  ;  and  whenever 
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any  amount   shall  have  been  so  issued  and  applied,  the  same  shall  be  replaced  as* 
soon  as  practicable  from  the  sales  of  Treasury  notes  for  United  States  notes. 

Sec.  3.  And  be  it  further  enacted,  That  the  Secretary  ,of  the  Treasury  be,  and  he  is 
hereby  authorized,  if  required  by  the  exigencies  of  the  public  service  for  the  payment  of 
the  Army  and  Navy,  and  other  creditors  of  the  Government,  to  issue  on  the  credit  of  the 
United  States  the  sum  of  $150,000,000  of  United  States  notes,  including  the  amount  of 
such  notes  heretofore  authorized  by  the  joint  resolution  approved  January  17,  1863,  in 
such  form  as  he  may  deem  expedient,  not  bearing  interest,  payable  to  bearer,  and  of 
such  denominations,  not  less  than  one  dollar,  as  he  may  prescribe,  which  notes  so  issued 
shall  be  lawful  money  and  a  legal-tender  in  payment  of  all  debts,  public  or  private, 
within  the  United  States,  except  for  duties  on  imports  and  interest  on  the  public  debt ; 
and  any  of  the  said  notes,  when  returned  to  the  treasury,  may  be  reissued  from  time  to 
time  as  the  exigencies  of  the  public  service  may  require.  And  in  lieu  of  any  of  said 
notes,  or  any  other  United  States  notes,  returned  to  the  Treasury,  and  cancelled  or 
destroyed,  there  may  be  issued  equal  amounts  of  United  States  notes,  such  as  are 
authorized  by  this  act.  And  so  much  of  the  act  to  authorize  the  issue  of  United  States 
notes,  and  for  other  purposes,  approved  February  25,  1862,  and  of  the  act  to  authorize 
an  additional  issue  of  United  States  notes,  and  tor  other  purposes,  approved  July  11, 
1862,  as  restricts  the  negotiation  of  bonds  to  market  value,  is  hereby  repealed.  And  the 
holders  of  United  States  notes,  issued  under  and  by  virtue  of  said  acts,  shall  present  the 
same  for  the  purpose  of  exchanging  the  same  for  bonds,  as  therein  provided,  on  or 
before  the  first  day  of  July,  1863,  and  thereafter  the  right  so  to  exchange  the  same  shall 
cease  and  determine. 

Sec.  4.  And  be  it  further  enacted,  That  in  lieu  of  postage  and  revenue  stamps  for 
fractional  currency,  and  of  fractional  notes  commonly  called  postal  currency,  issued  or 
to  be  issued,  the  Secretary  of  the  Treasury  may  issue  fractional  notes  of  like  amounts  in 
such  forms  as  he  may  deem  expedient,  and  may  provide  for  the  engraving,  preparation 
and  issue  thereof  in  the  Treasury  Department  building.  And  all  such  notes  issued  shall 
be  exchangeable  by  the  assistant  treasurers  and  designated  depositaries  for  United  States 
notes,  in  sums  not  less  than  three  dollars,  and  shall  be  receivable  for  postage  and  revenue 
stamps,  and  also  in  payment  of  any  dues  to  the  United  states  less  than  rive  dollars, 
except  duties  on  imports,  and  shall  be  redeemed  on  presentation  at  the  Treasury  of  the 
United  States  in  such  sums  and  under  such  regulations  as  the  Secretary  of  the  Treasury 
shall  prescribe :  Provided,  That  the  whole  amount  of  fractional  currency  issued,  including 
postage  and  revenue  stamps  issued  as  currency,  shall  not  exceed  $50,000,000. 

Sec.  5.  And  be  it  furtlier  enacted,  That  the  Secretary  of  the  Treasury  is  hereby 
authorized  to  receive  deposits  of  gold  coin  and  bullion  with  the  Treasurer  or  any 
assistant  treasurer  of  the  United  States,  in  sums  not  less  than  twenty  dollars,  and  to  issue 
certificates  therefor,  in  denominations  of  not  less  than  twenty  dollars  each,  corresponding 
with  the  denominations  of  the  United  States  notes.  The  coin  and  bullion  deposited  for 
or  representing  the  certificates  of  deposit  shall  be  retained  in  the  Treasury  for  the  pay- 
ment of  the  same  on  demand.  And  certificates  representing  coin  in  the  Treasury  may  be 
issue!  in  payment  of  interest  on  the  public  debt,  which  certificates,  together  with  those 
issued  for  coin  and  bullion  deposited,  shall  not  at  any  time  exceed  twenty  per  centum 
beyond  the  amount  of  coin  and  bullion  in  the  Treasury  ;  and  the  certificates  for  coin  or 
bullion  in  the  Treasury  shall  be  received  at  par  in  payment  for  duties  on  imports. 
*********** 

Act   Ol     .III 111'     30,    1864 — An  act  to  provide  ways    and    means  for    the  support 
of  the  Government,  and  for  other  purposes. 

*********** 

Sec  2.  And  be  it  further  enacted,  That  the  Secretary  of  the  Treasury  may  issue  on 
the  credit  of  the  United  States,  and  in  lieu  of  an  equal  amount  of  bonds  authorized  by 
the  preceding  section,  and  as  a  part  of  said  loan,  not  exceeding  two  hundred  millions  of 
dollars,  in  Treasury  notes  of  any  denomination  not  less  than  ten  dollars,  payable  at  any 
time  not  exceeding  three  years  from  date,  or,  if  thought  more  expedient,  redeemable  at 
any  time  after  three  years  from  date,  and  bearing  interest  not  exceeding  the  rate  of  seven 
and  three-tenths  per  centum,  payable  in  lawful  money  at  maturity,  or,  at  the  discretion: 
of  the  Secretary,  semi  annually. 

And  the  said  Treasury  notes  may  be  disposed  of  by  the  Secretary  of  the  Treasury,  on 
the  bet  terms  that  can  be  obtained,  for  lawful  money  ;  and  such  of  them  as  shall  be  made 
payable,  principal  and  interest,  at  maturity,  shall  be  a  legal  tender  to  the  same  extent  as 
United  States  notes  for  their  face  value,  excluding  interest,  and  may  be  paid  to  any 
creditor  of  the  United  States  at  their  face  value,  excluding  interest,  or  to  any  creditor 
willing  to  receive  them  at  par,  including  interest ;  and  any  Treasury  notes  issued  under 
the  authority  of  this  act  may  be  made  convertible,,  at  the  discretion  of  the  Secretary  of 
the  Treasury,  into  any  bonds  issued  under  the  authority  of  this  act. 

And  the  Secretary  of  the  Treasury  may  redeem  and  cause  to  be  cancelled  and 
destroyed  any  Treasury  notes  or  United  States  notes  heretofore  issued  under  authority  of 
previous  acts  of  Congress,  and  substitute,  in  lieu  thereof,  an  equal  amourJt  of  Treasury 
notes  such  as  are  authorized  by  this  act,  or  of  other  United  States  notes  :  Provided,  That 
the  total  amount  of  bonds  and  Treasury  notes  authorized  by  the  first  and  second  sections 
of  this  act  shall  not  exceed  $400,000,000,  in  addition  to  the  amounts  heretofore  issued ; 
nor  shall  the  total  amount  of  United  States  notes,  issued  or  to  be  issued,  ever  exceed 
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$400,000,000,  and  such  additional  sum,  not  exceeding  $50,000,000,  as  may  be  tempora- 
rily required  for  the  redemption  of  temporary  loan  ;  nor  shall  any  Treasury  note  bearing 
interest,  issued  under  this  act,  be  a  legal-tender  in  payment  or  redemption  of  any  notes 
issued  by  any  bank,  banking  association,  or  banker,  calculated  or  intended  to  circulate 
as  money. 

*********** 

Sec.  4.  And  be  it  further  enacted,  That  the  Secretary  of  the  Treasury  may  authorize 
the  receipt,  as  a  temporary  loan,  of  United  States  notes  or  the  notes  of  national  banking 
associations  on  deposit  for  not  less  than  thirty  days,  in  sums  of  not  less  than  $50,  by  any 
of  the  assistant  treasurers  of  the  United  States,  or  depositaries  designated  for  that  pur- 
pose other  than  national  banking  associations,  who  shall  issue  certificates  of  deposit  in 
such  form  as  the  Secretary  of  the  Treasury  shall  prescribe,  bearing  interest  not  exceeding 
six  per  centum  annually,  and  payable  at  any  time  after  the  term  of  deposit,  and  after  ten 
days'  subsequent  notice,  unless  time  and  notice  be  waived  by  the  Secretary  of  the 
Treasury  ;  and  the  Secretary  of  the  Treasury  may  increase  the  interest  on  deposits  at  less 
than  six  per  centum  to  that  rate,  or,  on  ten  days'  notice  to  depositors,  may  diminish  the 
rate  of  interest  as  the  public  interest  may  require  ;  but  the  aggregate  of  such  deposits 
shall  not  exceed  $150,000,000  ;  and  the  Secretary  of  the  Treasury  may  issue,  and  shall 
hold  in  reserve  for  payment  of  such  deposits,  United  States  notes  not  exceeding 
$50,000,000,  including  the  amount  already  applied  in  such  payment ;  and  the  United 
States  notes,  so  held  in  reserve,  shall  be  used  only  when  needed,  in  his  judgment,  for 
the  prompt  payment  of  such  deposits  on  demand,  and  shall  be  withdrawn  and  placed 
again  in  reserve  as  the  amount  of  deposits  shall  again  increase. 

Sec.  5.  And  be  it  further  enacted,  That  the  Secretary  of  the  Treasury  may  issue 
notes  of  the  fractions  of  a  dollar  as  now  used  for  currency,  in  such  form,  with  such 
inscriptions,  and  with  such  safeguards  against  counterfeiting  as  he  may  judge  best,  and 
provide  for  the  engraving  and  preparation,  and  for  the  issue  of  the  same,  as  well  as  of  all 
other  notes  and  bonds,  and  other  obligations,  and  shall  make  such  regulations  for  the  re- 
demption of  said  fractional  notes  and  other  notes  when  mutilated  or  defaced,  and  for  the 
receipt  of  said  fractional  notes  in  payment  of  debts  to  the  United  States,  except  for  customs, 
in  such  sums,  not  over  five  dollar's,  as  may  appear  to  him  expedient ;  and  it  is  hereby 
declared  that  all  laws  and  parts  of  laws  applicable  to  the  fractional  notes  engraved  and 
issued  as  herein  authorized,  apply  equally  and  with  like  force  to  all  the  fractional  notes 
heretofore  authorized,  whether  known  as  postage  currency  or  otherwise,  and  to  postage 
stamps  issued  as  currency  ;  but  the  whole  amount  of  all  descriptions  of  notes  or  stamps 
less  than  one  dollar  issued  as  currency  shall  not  exceed  $50,000,000. 

*********** 

Act  Of  January  2§,  1 865 — An  act  to  amend  an  act  entitled  "  An  act  to 
provide  ways  and  means  for  the  support  of  the  Government  and  for  other 
purposes,"  approved  June  30,  1864. 

Be  it  enacted,  etc. ,  That  in  lieu  of  any  bonds  authorized  to  be  issued  by  the  first 
section  of  the  act  entitled  "An  act  to  provide  ways  and  means  for  the  support  of  the 
Government,"  approved  June  30,  1864,  that  may  remain  unsold  at  the  date  of  this  act, 
the  Secretary  of  the  Treasury  may  issue,  under  the  authority  of  said  act,  Treasury  notes 
of  the  description  and  character  authorized  by  the  second  section  of  said  act :  Provided, 
That  the  whole  amount  of  bonds  authorized  as  aforesaid,  and  Treasury  notes  issued  and 
to  be  issued  in  lieu  thereof,  shall  not  exceed  the  sum  of  $400,000,000  ;  and  such  Treasury 
notes  may  be  disposed  of  for  lawful  money,  or' for  any  other  Treasury  notes  or  certifi- 
cates of  indebtedness  or  certifica'es  of  deposit  issued  under  any  previous  act  of  Congress  ; 
and  such  notes  shall  be  exempt  from  taxation  by  or  under  State  or  municipal  authority. 

Sec.  2.  And  be  it  further  enacted,  *  *  *  Provided,  That  this  act  shall  not  be  so 
construed  as  to  give  any  authority  for  the  issue  of  any  legal-tender  notes,  in  any  form, 
beyond  the  balance  unissued  of  the  amount  authorized  by  the  second  section  of  the  act 
to  which  this  is  an  amendment. 

Act     of    Marcll     3,    1S65. — An  act  to  provide  ways  and  means  for  the  support 

of  the  Government, 

Be  it  enacted,  etc.,  That  the  Secretary  of  the  Treasury  be,  and  he  is  hereby  author- 
ized to  borrow,  from  time  to  time,  on  the  credit  of  the  United  States,  in  addition  to  the 
amounts  heretofore  authorized,  any  sums  not  exceeding  in  the  aggregate  $600,000,000,  and 
to  issue  therefor  bonds  or  Treasury  notes  of  the  United  States,  in  such  form  as  he  may 
prescribe ;  and  so  much  thereof  as  may  be  issued  in  *  *  *  Treasury  notes  may  be  made 
convertible  into  any  bonds  authorized  by  this  act,  and  maybe  of  such  denominations— not 
less  than  $50  -and  bear  such  dates  and  *be  made  redeemable  or  payable  at  such  periods  as 
in  the  opinion  of  the  Secretary  of  the  Treasury  may  be  deemed  expedient.  And  the 
interest  on  such  bonds  shall  be  payable  semi-annually;  and  on  Treasury  notes  author- 
ized by  th's  act  the  interest  may  be  made  payable  semi-annually,  or  annually,  or  at 
maturity  thereof  ;  and  the  principal  or  interest,  or  both,  may  be  made  payab'e  in  coin  or 
in  other  lawful  money  :  Provided,  That  the  rate  of  interest  on  any  such  bonds  or  Treas- 
ury notes,  when  payable  in  coin,  shall  not  exceed  six  per  centum  p?r  annum  ;  and  when 
not  pavable  in  coinshall  not  exceed  seven  and  three-tenths  per  centum  p^r  annum  ;  and 
the  rate  and  character  of  interest  shall  be  expressed  on  all  such  bonds  or  Treasury  no'es; 
And  provided  further,  That  the  act  entitled  "  An  act  to  provide  ways  and  means  for  the 
support  of  the  government  and  for  other  purposes,"  approved  June  30,  1304,  shall  be  so 


construed  as  to  authorize  the  issue  of  bonds  of  any  description  authorized  by  this  act. 
And  any  Treasury  notes  or  other  obligations  bearing  interest,  issued  under  any  act  of 
Congress  may,  at  the  Secretary  of  the  Treasury,  and  with  the  consent  of  the  holder,  be 
converted  into  any  description  of  bonds  authorized  by  this  act ;  and  no  bonds  so 
authorized  shall  be  considered  a  part  of  the  amount  of  $600,000,000  hereinbefore  authop 

ized. 

******** 

Sec.  3.  And  be  it  further  enacted,        *       *       *       Provided  :  That  nothing  herein 
contained  shall  be  construed  as  authorizing  the  issue  of  legal-tender  notes  in  any  form. 
******** 

Act     of   April     12,    1866 — An  act  to  amend  an  act  entitled  "An  act  to  provide 

ways  and  meain  to  support  the  Government,"  approved  March  3,  1865. 

Be  it  enacted,  etc.,  That  the  act  entitled  "  An  act  to  provide  ways  and  means  to  sup- 
port the  Government,"  approved  March  3,  1855,  shall  be  extended  and  construed  to 
authorize  the  Secretary  of  the  Treasury,  at  his  discretion,  to  receive  any  Treasury  notes 
or  other  obligations  issued  under  any  act  of  Congress,  whether  bearing  interest  cr  not, 
in  exchange  for  any  description  of  bonds,  authorized  by  the  act  to  which  this  is  an  amend- 
ment ;  and  also  to  dispose  of  any  description  of  bonds  authorized  by  said  act,  either  in 
the  Unit?d  States  or  elsewhere,  to  such  an  amount,  in  such  manner,  and  at  such  rates  as 
he  may  think  advisable,  for  lawful  money  of  the  United  States  or  for  any  Treasury  notes, 
certificates  of  indebtedness,  or  certificates  of  deposit,  or  other  representatives  of  value, 
which  have  been  or  which  may  be  issued  under  any  act  of  Congress,  the  proceeds  thereof 
to  be  used  only  for  retiring  Treasury  notes  or  other  obligations  issued  under  any  act  of 
Congress;  but  nothing  herein  contained  shall  be  construed  to  authorize  any  increase  of 
the  public  debt :  Provided,  That  of  United  States  notes  not  more  than  $10,000,000  may 
be  retired  and  cancelled  within  six  months  from  the  passage  of  this  act,  and  thereafter 
not  more  than  $4,000,000  in  any  one  month:  And  provided  further,  That  the  act  to 
which  this  is  an  amendment  shall  continue  in  full  force  in  all  its  provisions,  except  as 
modified  by  this  act. 

***  **  *** 

Act      Of      March     2,      1867 — An  act   to  provide  ways  and  means  for  the  pay- 
ment of  compound  -interest  notes. i 

Be  it  enacted,  etc.,  That  for  the  purpose  of  redeeming  and  retiring  any  compound- 
interest  notes  outstanding,  the  Secretary  of  the  Treasury  is  hereby  authorized  and 
directed  to  issue  temporary  loan  certificates  in  the  manner  prescribed  by  section 
four  of  the  act  entitled  "  An  act  to  authorize  the  issue  of  United  States  notes  and  for 
the  redemption  or  funding  thereof,  and  for  funding  the  floating  debt  of  the  United 
States,"  approved  February  25,  1862  bearing  interest  at  a  rate  not  exceeding  three  per 
centum  per  annum,  principal  and  interest  payable  in  lawful  money  on  demand  ;  and  said 
certificates  of  temporary  loan  may  constitute  and  be  held  by  any  national  bank  holding  or 
owning  the  same,  as  a  part  of  the  reserve  provided  for  in  sections  thirty-one  and  thirty- 
two  of  the  act  entitled  "An  act  to  provide  a  national  currency  secured  by  a  pledge 
of  United  States  bonds,  and  to  provide  for  the  circulation  and  redemption  thereof," 
approved  June  3,  1864  :  Provided.  That  not  less  than  two-fifths  of  the  entire  reserve  of 
such  bank  shall  consist  of  lawful  money  of  the  United  States  :  And  provided  further  * 
That  the  amount  of  such  temporary  certificates  at  any  time  outstanding  shall  not  exceed 
$50,000,000. 

Act  Of  February  4,  186§ — An  act  to  suspend  further  reduction  of  the  currency. 

Be  it  enacted,  etc.,  That,  from  and  after  the  passage  of  this  act,  the  authority  of  the 
Secretary  of  the  Treasury  to  make  anv  reduction  of  the  currency,  by  retiring  or  cancel- 
ling United  States  notes,  shall  be,  and  is  hereby,  suspended  ;  but  nothing  herein  con- 
tained shall  prevent  the  cancellation  and  destruction  of  mutilated  United  States  notes, 
and  the  replacing  of  the  same  with  n'jtes  of  the  same  character  and  amount. 

Sctiutler  Colfax.  Speaker  of  the  House  of  B  presentatives. 
B.  F.  Wade,  President  of  the  Sena  e  pro  tempore. 
Indorsed  by  the  President :  "  Received,  January  2  5, 18c,8." 

(Note  by  the  Department  of  State— The  foregoing  act  having  been  presented  to  the  President  of  the 
United  States  for  his  approval,  and  not  having  been  returned  by  him  to  the  House  of  Congress,  in  which  it 
originated,  within  the  time  prescribed  by  the  Constitution  of  the  United  btates,  has  become  a  law  without 
his  approval.) 

Act  OI  July  25,  1§68 — An  act  to  provide  for  a  further  issue  of  temporary 
loan  certificates,  for  the  purpose  of  redeeming  and  retiring  the  remainder  of 
the  outstanding  compound-interest  notes. 

Be  it  enacted,  etc.,  That  for  the  sole  purpose  of  redeeming  and  retiring  the 
remainder  of  the  compound-interest  notes  outstanding,  the  Secretary  of  the  Treasury  is 
hereby  authorized  and  directed  to  issue  an  additional  amount  of  temporary  loan  certifi- 
cates, not  exceeding  $25,000,000 ;  said  certificates  to  bear  interest  at  the  rate  of  three 
per  centum  per  annum,  principal  and  interest  pavable  in  lawful  money  on  demand,  and 
to  be  similar  in  all  respects  to  the  certificates  authorized  by  the  act  entitled  "  An  act  to 
provide  ways  and  means  for  the  payment  of  compound-interest  notes,"  approved  March 
2.  1867  ;  and  the  said  certificates  may  constitute  and  beheld  by  any  national  bank  hold- 
ing or  owning  the  same  as  a  part  of  the  reserve,  in  accordance  with  the  provisions  of  the 
above  mentioned  act  of  March  2,  1867. 

1  Zee  Act  cf  Ju'.y  £5,  1838. 
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Act  Of  March  18,  1869 — An  act  to  strengthen  the  public  credit. 

Be  it  enacted,  etc.,  That  in  order  to  remove  any  doubt  as  to  the  purpose  of  the  Gov- 
ernment to  discharge  all  just  obligations  to  the  public  creditors,  and  to  settb  conflicting 
questions  and  interpretations  of  the  laws  by  virtue  of  which  such  obligations  have 
"been  contracted,  it  is  hereby  provided  and  declared  that  the  faith  of  the  United  States  is 
solemnly  pledged  to  the  payment  in  coin  or  its  equivalent  of  all  the  obligations  of  the 
United  States  not  bearing  interest,  known  as  United  States  notes,  and  of  all  the  interest- 
bearing  obligations  of  the  United  States,  except  in  cases  where  the  law  authorizing  the 
issue  of  any  such  obligation  has  expressly  provided  that  the  same  may  be  paid  in  law- 
ful money  or  other  currency  than  gold  and  silver.  But  none  of  said  interest-bearing 
obligations  not  already  due  shall  be  r<  deemed  or  paid  before  maturity  unless  at  such 
lime  United  States  notes  shall  be  convertible  into  coin  at  the  option  of  the  holder,  or  un- 
less at  such  time  bonds  of  the  United  States  bearing  a  lower  rate  of  interest  than  the 
bonds  to  be  redeemed  can  be  sold  at  par  in  coin.  And  the  United  States  also  solemnly 
pledges  its  faith  to  make  provision  at  the  earliest  practicable  period  for  the  redemption 
■of  the  United  States  notes  in  coin. 

Act   Of  July    12,  1870 — An  Act  to  provide  for  the  redemption  of  three  per  cent, 
temporary  loan  certificates  and  for  increase  of  national  hank  notes. 

*****  :<•** 

Sec.  2.  And  be  it  further  enacted,  That  at  the  end  of  each  month  after  the  passage 
of  this  act  it  shall  be  the  duly  of  the  Comptroller  of  the  Currency  to  report  to  the  Secre- 
tary of  the  Treasury  the  amount  of  circulating  notes  issued,  under  the  provisions 
■of  the  preceding  section,  to  the  national  banking  associations,  during  the 
previous  month  ;  whereupon  the  Secretary  of  the  Treasury  shall  redeem  and  cancel 
an  amount  of  three  per  centum  temporary  loan  certificates  issued  under  the  ac.s  of 
March  2,  1867,  and  July  25,  1868,  not  less  than  the  amount  of  circulating  notes  so 
reported  ;  and  may,  if  necessary,  in  order  to  procure  the  presentation  of  such  temporary 
loan  certificates  for  redemption,  give  notice  to  the  holders  thereof,  by  publication  or 
otherwise,  that  certain  of  said  certificates  (which  shall  be  designated  by  number,  date 
and  amount)  shall  cease  to  bear  interest  from  and  after  a  day  to  be  designated  in  such 
notice  ;  and  that  the  certificates  so  designated  shall  no  longer  be  available  as  any  portion 
of  the  lawful  money  reserve  in  possession  of  any  national  banking  association,  and  after 
the  day  designated  in  such  notice  no  interest  shall  be  paid  on  such  certificates  and  they 
shall  not  thereafter  be  counted  as  a  part  of  the  reserve  of  any  banking  association. 
******** 

Act  Of  JllIlC  20,  1874 — Fixing  the  amount  of  United  States  Notes,  etc. 

[For  remainder  of  act  see  under  Laws  relating  to  Banking.] 
Sec.  6.  That  the  amount  of  United  States  notes  outstanding  and  to  be  used  as  a  part 
of  the  circulating  medium  shall  not  exceed  the  sum  of  .^382  000,000,  which  said  sum 
shall  appear  in  each  monthly  statement  of  the  public  debt,  and  no  part  thereof  shall  be 
held  or  used  as  a  reserve. 

Revised  Statutes  of  the  United  States — Relating  to  the  currency. 

******** 

Sec  3571.  United  States  notes  shall  be  of  such  denominations  not  less  than 
$1  as  the  Secretary  of  the  Treasury  may  prescribe,  shall  not  bear  interest,  shall  be 
payable  to  bearer,  and  shall  be  in  such  form  as  the  Secretary  may  deem  best. 

Sec.  3572.  The  whole  amount  of  notes  or  stamps  for  the  fractions  of  a  dollar,  issued 
as  currency,  shall  not,  at  any  time,  exceed  $50,000,000. 

Sec  3573.  No  issue  of  fractional  notes  of  the  United  States  shall  be  of  a  less 
denomination  than  ten  cents  ;  and  all  issues  of  a  less  denomination  shall,  when  paid 
into  the  treasury  or  any  designated  depositary  of  the  United  States,  or  redeemed  or 
exchanged  as  now  provided  by  law,  be  retained  and  canceled. 

Sec  3574.  The  notes  of  the  fractional  currency  shall  be  in  such  form,  with  such 
inscriptions  and  with  such  safeguards  against  counterfeiting,  as  the  Secretary  of  the 
Treasury  may  deem  best.  They  shall  be  exchangeable  by  the  assistant  treasurers  and 
designated  depositaries  for  United  States  no*  es  in  sums  of  not  less  than  $3,  and  shall' 
be  receivable  for  postage  and  revenue  stamps,  and  for  all  dues  to  the  United  States, 
except  customs,  in  sums  not  over  $5,  and  shall  be  redeemed  on  presentation  at  the 
Treasury  of  the  United  States  in  such  sums  and  under  such  regulations  as  the  Secretary 
of  the  Treasury  shall  prescribe. 

4ec  3575.  The  Secretary  of  the  Treasury  may  provide  for  <h;'  engraving  and 
preparation,  and  for  the  issue  of  fractional  and  other  notes,  arid  siall  make  such 
regulations  for  the  redemption  of  such  notes  when  mutilated  or  defaced,  and  for  the 
receipt  of  fractional  notes  in  payment  of  debts  to  the  United  States,  except  for  customs. 
in  such  sums,  not  over  $5,  as  may  appear  to  him  expedient 

*  *  *      J         *  *  *  *  * 

Sec  3579.  When  any  United  States  notes  are  returned  to  the  Treasury,  they  may 
"be  re-issued,  from  time  to  time,  as  the  exigencies  of  the  public  interest  may  require. 

Sec  3582.  The  authority  given  to  the  Secretary  of  the  Treasury  to  mak  j  any 
reduction  of  the  currency,  by  retiring  and  canceling  United  States  notes  is  suspended. 

Sec  3583.  No  person  shall  make,  issue,  circulate  or  pay  out  any  note,  check, 
memorandum,  token  or  other  obligation  for  a  less  sum  than  one  dollar,  intended  to  circu- 


late  as  money  or  to  be  received  or  used  in  lien  of  lawful  money  of  the  United  States  j  and 
every  person  so  offending  shall  be  fined  not  more  than  $500,  or  imprisoned  not  more 
than  six  months,  or  both,  at  the  discretion  of  the  court. 

Sec.  3388.  United  States  notes  shall  be  lawful  money,  and  a  legal  tender  in  payment 
of  all  debts,  public  and  private,  within  the  United  States,  except  for  duties  or  import* 
and  interest  on  the  public  debt. 

Sec.  3589.  Demand  treasury  notes  authorized  by  the  act  of  July  17,  1861, 
chapter  5,  and  the  Act  of  February  12,  1862,  chapter  20,  shall  be  lawful  money  and  a 
legal  tender  in  like  manner  as  United  States  notes. 

Sec  3590.  Treasury  notes  issued  under  the  authority  of  the  Acts  of  March  3,  1863, 
chapter  73,  and  June  30,  1864,  chapter  172,  shall  be  legal  tender  to  the  same  extent  as- 
United  States  notes,  for  their  face  value,  excluding  interest. 

Provided,  That  Treasury  notes  issued  under  the  act  last  named,  shall  not  be  a  legal- 
tender  in  payment  or  redemption  of  any  notes  issued  by  any  bank,  banking  association,, 
or  banker,  calculated  and  intended  to  circulate  as  money. 

Act     Of    January     14,     1§75 — An  net  to  provide  for  the  resumption  of  specie- 

payments. 

Be  it  enacted,  etc.,  That  the  Secretary  of  the  Treasury  is  hereby  authorized  and 
required,  as  rapidly  as  practicable,  to  cause  to  be  coined,  at  the  mints  of  the  United. 
States,  silver  coins  of  the  denominations  of  ten,  twenty-five  and  fifty  cents,  of  standard 
value,  and  to  issue  them  in  redemption  of  an  equal  number  and  amount  of  fractional 
currency  of  similar  denominations,  or,  at  his  discretion,  he  may  issue  such  silver  coins- 
through  the  mints,  the  sub-treasuries,  public  depositaries  and  post-offices  of  the  United 
States  ;  and,  upon  such  issue,  he  is  hereby  authorized  and  required  to  redeem  an  equal 
amount  of  such  fractional  currency,  until  the  whole  amount  of  such  fractional  currency- 
outstanding  shall  be  redeemed. 

Sec.  2.  That  so  much  of  section  3524  of  the  Revised  Statutes  of  the  United  States- 
as  provides  for  a  charge  of  one-fifth  of  one  per  centum  for  converting  standard  gold  bul- 
lion into  coin  is  hereby  repealed  ;  and  hereafter  no  charge  shall  be  made  for  that  ser- 
vice. 

Sec.  3.  That  section  5177  of  the  Revised  Statutes,  limiting  the  aggregate  amount  of 
circulating  notes  of  national  banking  associations  be.  and  is  hereby  repealed ;  and  each 
existing  banking  association  may  increase  its  circulating  notes  in  accordance  with  exist- 
ing law  without  respecc  to  said  aggregate  limit ;  and  new  banking  associations  may  be 
organized  in  accordance  with  existing  law  without  respect  to  said  aggregate  limit ;  and 
the  provisions  of  law  for  the  withdrawal  and  redistribution  of  national  bank  currency 
among  the  several  States  and  Territories  are  hereby  repealed.  And  whenever,  and  so 
often,  as  circulating  notes  shall  be  issued  to  any  such  banking  association,  so  increasing 
its  capital  or  circulating  notes,  or  so  newly  organized  as  aforesaid,  it  shall  be  the  duty  of 
the  Secretary  of  the  Treasury  to  redeem  the  legal-tender  United  States  notes  in  excess 
only  of  three  hundred  million  of  dollars,  to  the  amount  of  eighty  per  centum  of  the  sum 
of  national-bank  notes  so  issued  to  any  such  banking  association  as  aforesaid  and  to  con- 
tinue such  redemption  as  such  circulating  notes  are  issued  until  there  shall  be  outstand- 
ing the  sum  of  $300,000,000  of  such  legal-tender  United  States  notes1  and  no  more.  And 
on  and  after  the  first  day  of  January,  anno  Domini,  eighteen  hundred  and  seventy-nine, 
the  Secretary  of  the  Treasury  shall  redeem,  in  coin,  the  United  States  legal-tender  notes 
then  outstanding,  on  their  presentation  for  redemption  at  the  office  of  the  Assistant 
Treasurer  of  the  United  States  in  the  City  of  New  York2,  in  sums  of  not  less  than  fifty- 
dollars.  And  to  enable  the  Secretary  of  the  Treasury  to  prepare  and  provide  for  the 
redemption  in  this  act  authorized  or  required,  he  is  authorized  to  use  any  surplus  rev- 
enues, from  time  to  time,  in  the  Treasury  not  otherwise  appropriated,  and  to  issue,  sell 
and  dispose  of,  at  not  less  than  par,  in  coin,  either  of  the  descriptions  of  bonds  of  the 
United  States  described  in  the  act  of  Congress  approved  July  14,  1870,  entitled  "  An  act 
to  authorize  the  refunding  of  the  national  debt,"  with  like  qualities,  privileges  and  ex- 
emptions, to  the  extent  necessary  to  carry  this  act  into  full  effect,  and  to  use  the  proceeds 
thereof  for  the  purposes  aforesaid.  And  all  provisions  of  law  inconsistent  with  the 
provisions  of  this  act  are  hereby  repealed. 

Act      Of     Ulay     31,     187§ — An  act  to  forbid  the  further  retirement  of  United! 

States  legal  tender  notes. 

Be  it  enacted,  etc.,  That  from  and  after  the  passage  of  this  act  it  shall  not  be  lawful 
for  the  Secretary  of  the  Treasury  or  other  officer  under  him  to  cancel  or  retire  any  more 
of  the  United  States  legal-tender  notes.  And  when  any  of  said  notes  may  be  redeemed 
or  be  received  into  the  Treasury  under  any  law  from  any  source  whatever  and  shall  be- 
long to  the  United  States,  they  shall  not  be  retired,  cancelled  or  destroyed,  but  they  shall 
be  reissued  and  paid  out  again  and  kept  in  circulation  :  Provided,  That  nothing  herein 
shall  prohibit  the  cancellation  and  destruction  of  mutilated  notes  and  the  issue  of  other 
notes  of  like  denomination  in  their  stead,  as  now  provided  by  law. 

All  acts  and  parts  of  acts  in  conflict  herewith  are  hereby  repealed. 

i  Subsequent  act  of  May  31,  1878,  forbid  further  retirement  of  legal  tender  notes,  and  fixed  the  limit 
at  amount  then  outstanding,  $346,681,016. 

2  San  Francisco  added  by  Section  3  of  act  of  March  3, 1837.    See  page  44. 
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Act  Of  AugUSt  4,  1886 — An  act  for  making  appropriations  for  sundry  civil 
expenses  of  the  Government  for  tlie  fiscal  year  ending  June  30,  1887,  and  for 
other  purposes. 

#*  *  #  #  *  *  * 

Be  it  enacted,  etc.,  *  *  *  And  the  Secretary  of  the  Treasury  is  hereby  authorized 
and  required  to  issue  silver  certificates  in  denominations  of  one,  two  and  five  dollars,  and 
the  silver  certificates  herein  authorized  shall  be  receivable,  redeemable  and  payable  in 
like  manner  and  for  like  purposes  as  is  provided  for  silver  certificates  by  the  act  of 
February  28,  1878,  entitled  "  An  act  to  authorize  the  coinage  of  the  standard  silver  dol- 
lar, and  to  restore  its  legal-tender  character."  and  denominations  of  one,  two  and  five 
dollars  may  be  issued  in  lieu  of  silver  certificates  of  larger  denominations  in  the  Treasury 
or  in  exchange  therefor  upon  presentation  by  the  holders,  and  to  that  extent  said  certifi- 
cates of  larger  denominations  shall  be  cancelled  and  destroyed.         *  *  * 

III.— CAWS  REL.ATIXCJ  TO  BANK  CURRENCY. 

Act     Of     February"     25,    1791 — An  act  to  incorporate    the    subscribers  to    tne> 
Bank  of  the  United  States. 

Whereas,  It  is  conceived  that  the  establishment  of  a  bank  for  the  United  States,  upon 
a  foundation  sufficiently  extensive  to  answer  the  purposes  intended  thereby,  and  at  the 
same  time  upon  the  principles  which  afford  adequate  security  for  an  upright  and  pru- 
dent administration  thereof,  will  be  very  conducive  to  the  successful  conducting  of  the 
national  finances  ;  will  tend  to  give  facility  to  the  obtaining  of  loans,  for  the  use  of  the 
Government,  in  sudden  emergencies  ;  and  will  be  productive  of  considerable  advantages 
to  trade  and  industry  in  general  ;  therefore  : 

Sec.  1.  Be  it  enacted,  etc.,  That  a  Bank  of  the  United  States  shall  be  established  ;  the 
capital  stock  whereof  shall  not  exceed  $10,000,000,  divided  into  25.000  shares,  each  share 
being  $400  ;  and  that  subscriptions  toward  constituting  the  said  stock,  shall,  on  the  first 
Monday  of  April  next,  be  opened  at  the  city  of  Philadelphia,  under  the  superintendence 
of  such  persons,  not  less  than  three,  as  shall  be  appointed  for  that  purpose  by  the  Presi- 
dent of  the  United  States  (who  is  hereby  empowered  to  appoint  the  said  persons  accord- 
ingly) ;  which  subscriptions  shall  continue  open,  until  the  whole  of  the  said  stock  shall 
have  been  subscribed. 

Sec.  2.  And  be  it  further  enacted,  That  it  shaH  be  lawful  for  any  person,  copart- 
nership, or  body  politic,  to  subscribe  for  such  or  so  many  shares  as  he,  she  or  they  shall 
think  fit,  not  exceeding  1,000,  except  as  shall  be  hereafter  directed  relatively  to  the 
United  States  ;  and  that  the  sums  respectively  subscribed,  except  on  behalf  of  the  United 
States,  sh all  be  payable  one-fourth  in  gold  and  silver,  and  three-fourths  in  that  part  of 
the  public  delt,  which,  according  to  the  loan  proposed  ia  the  fourth  and  fifteenth  sec* 
tions of  the  act,  entitled  "An  act  making  provision  for  the  debt  of  the  United  States," 
shall  bear  an  accruing  interest,  at  the  time  of  payment,  of  six  per  centum  per  annum,  and 
shall  also  be  payable  in  four  equal  parts,  in  the  aforesaid  ratio  of  specie  to  debt,  at  the 
distance  of  six  calendar  months  from  each  other  ;  the  first  whereof  shall  be  paid  at  the 

time  of  subscription. 

******** 

Sec.  7.  *  *  *  IX.  The  total  amount  of  the  debts  which  the  said  corporation  shall 
at  any  time  owe,  whether  by  bond,  bill,  note  or  other  contract,  shall  not  exceed  the  sum  of 
$10,000,000.  over  and  above  the  monies  then  actually  deposited  in  the  bank  for  safe- 
keeping, unless  the  contracting  of  any  greater  debt  shall  have  been  previously  authorized 
by  a  law  of  the  United  States.  In  case  of  excess,  the  directors,  under  whose  administra- 
tion it  shall  happen,  shall  be  liable  for  the  same,  in  their  natural  and  private  capacities ; 
aud  an  action  of  debt  may,  in  such  case,  be  brought  against  them,  or  any  of  them,  their 
or  any  of  their  heirs,  executors  or  administrators,  in  any  court  of  record  in  the  United 
States,  or  of  eit  iter  of  them,  by  any  creditor  or  creditors  of  the  said  corporation,  and  may  be 
prosecute:!  to  judgment  and  execution ;  any  condition,  covenant,  or  agreement  to  the  con- 
trary notwithstanding.  But  this  shall  not  be  construed  to  exemptthe  said  corporation,  or 
the  lands  tenements,  goods  or  chattels  of  the  same,  from  being  also  liable  for  and  chargeable 
with  the  siid  excess.  Such  of  the  said  directors  who  may  have  been  absent  when  the 
said  excels  was  contracted  or  created,  or  who  may  have  dissented  from  the  resolution  or 
act  whereby  the  same  was  so  contracted  or  created,  may  respectively  exonerate  them- 
selves from  being  so  liable,  by  forthwith  giving  notice  of  the  fact,  and  their  absence  or 
dissent,  to  the  President  of  the  United  States,  and  to  the  stockholders,  at  a  general  meet- 
ing, which  they  shall  have  power  to  call  for  that  purpose. 

XV.— It  shall  be  lawful  for  the  directors  aforesaid,  to  establish  offices  where- 
soever they  shall  think  fit,  within  the  United  States,  for  the  purposes  of  discount  and 
deposit  only,  and  upon  the  same  terms,  and  in  the  same  manner,  as  shall  be  practised 
at  the  bank  ;  and  to  commit  the  management  of  the  said  offices,  and  the  making  of  the 
said  discounts,  to  such  persons,  under  such  agreements,  and  subject  to  such  regulations 
as  they  shall  deem  proper ;  not  being  contrary  to  law,  or  to  tha  constitution  of  the 
bank. 

XVI —The  officer  at  the  head  of  the  Treasury  Department  of  the  United  States 
shall  be  furnished,  from  time  to  time,  as  often  as  he  may  require,  not  exceeding  once  a. 
week,  with  statements  of  the  amount  of  capital  stock  of  the  said  corporation,  and  of  the 


•debts  due  to  the  same  ;  of  the  monies  deposited  therein  ;  of  the  notes  in  circulation, 
and  of  the  cash  in  hand  ;  and  shall  have  a  right  to  inspect  such  general  accounts  in  the 
"books  of  the  bank  as  shall  relate  to  the  said  statements.  Provided,  That  this  shall  not 
be  construed  to  imply  a  right  of  inspecting  the  account  of  any  private  individual  or 
individuals  with  the  bank.     *        *        * 

******** 

Sec.  9.  And  be  it  further  enacted,  That  if  the  said  corporation  shall  advance  or  lend 
any  sum,  for  the  use  or  on  account  of  the  Government  of  the  United  Slates  to  any 
amount  exceeding  $100,000  ;  or  of  any  particular  State  to  an  amount  exceeding  $50,000  ; 
or  of  any  foreign  prince  or  state  (unless  previously  authorized  thereto  by  a  law  of  the 
United  States),  all  and  every  person  and  persons,  by  and  with  whose  order,  agreement, 
consent,  approbation,  or  connivance,  such  unlawful  advance  or  loan  shall  have  been 
made,  upon  conviction  thereof,  shall  forfeit  and  pay,  for  every  such  offence,  treble  the 
value  or  amount  of  the  sum  or  sums  which  shall  have  been  so  unlawfully  advanced  or 
lent  ;  one  fifth  thereof  to  the  use  of  the  informer,  and  the  residue  thereof  to  the  use  of 
the  United  States  ;  to  be  disposed  of  by  law  and  not  otherwise. 

Sec  10.  *  And  be  it  further  enacted,  That  the  bills  or  notes  of  the  said  corporation, 
originally  made  payable,  or  which  shall  have  become  payable  on  demand,  in  gold  or 
silver  coin,  shall  be  receivable  in  all  payments  to  the  United  States.  » 

Sec.  11.  And  be  it  further  enacted,  That  it  shall  be  lawful  for  the  President  of  the 
United  States,  at  any  time  or  times,  within  18  months  after  the  first  day  of  April  next, 
to  cause  a  subscription  to  be  made  to  the  stock  of  the  said  corporation,  as  part  of  the 
aforesaid  capital  stock  of  $10,000,000,  on  behalf  of  the  United  States,  to  an  amount  not 
exceeding  £2,000,000,  to  be  paid  out  of  the  monies  which  shall  be  borrowed  by  virtue  of 
either  of  the  acts,  the  one  entitled  "An  act  making  provision  for  the  debt  of  the  United 
States  ;  "  and  the  other  entitled  "An  act  making  provision  for  the  reduction  of  the  public 
■debt ; "  borrowing  of  the  bank  an  equal  sum,  to  be  applied  to  the  purposes,  for  which 
the  said  monies  shall  have  been  procured  ;  reimbursable  in  ten  years,  by  equal  annual 
instalments  ;  or  at  any  time  sooner,  or  in  any  greater  proportions,  that  the  Government 
may  think  fit. 

Sec  12.  And  be  it  further  enacted.  That  no  other  bank  shall  be  established  by  any 
future  law  of  the  United  Sta'es,  during  the  continuance  of  the  corporation  hereby  cre- 
ated, for  which  the  faith  of  the  United  States  is  hereby  pledged. 

Act  Of  June  27,   1798 — An  act  to  punish  frauds  committed  on  the  Bank  of  the 

United  States. 

[Provides  penalties  of  imprisonment  and  fine  for  altering,  forging  or  counterfeiting 
the  bills  or  notes  issued  by  the  Bank  of  the  United  States,  or  any  order  or  check  on  the 
cashier  or  corporation  for  the  payment  of  money.] 

Act   of    April   10,   1§16 — An  act  to  incorporate  the  subscribers  to  the  Bank  of 

the  United  States. 

Be  it  enacted,  etc.,  That  a  Bank  of  the  United  States  of  America  shall  be  established, 
with  a  capital  of  $35,000,000,  divided  into  350,000  shares,  of  one  hundred  dollars  each 
share.  Seventy  thousand  shares,  amounting  to  the  sum  of  $7,000,000,  part  of  the  capital 
of  the  said  Bank,  shall  be  subscribed  and  paid  for  by  the  United  States,  in  the  manner 
hereinafter  specified  ;  and  two  hundred  and  eighty  thousand  shares,  amounting  to  the 
sum  of  $28,000,000.  shall  be  subscribed  and  paid  for  by  individuals,  companies,  or  cor- 
porations, in  the  manner  hereinafter  specified. 

******** 

Sec  7.  And  be  it  further  enacted,  That  the  subscribers  to  the  said  Bank  of  the 
United  States,  their  successors  and  assigns,  shall  be,  and  are  hereby,  created  a  corpora- 
tion and  body  politic,  by  the  name  and  style  of  ' '  The  President,  directors  and  company, 
of  the  Bank  of  the  United  States,"  and  shall  so  continue  until  the  3d  day  of  March, 
1836,        *  *  *  *  *  *  *  * 

Sec  11.    *  *  * 

Eighth — The  total  amount  of  debts  which  the  said  corporation  shall  at  any  time 
owe,  whether  by  bond,  bill,  note,  or  other  contract,  over  and  above  the  debt  or  debts  due 
for  money  deposited  in  the  bank,  shall  not  exceed  the  sum  of  $35,000,000,  unless  the 
contracting  of  any  greater  debt  shall  have  been  previously  authorized  by  law  of  the 
United  States.  In  case  of  excess,  the  directors  under  whose  administration  it  shall  happen 
shall  be  liable  for  the  same  in  their  natural  and  private  capacities  ;  and  an  action  of  debt  may 
in  such  case  be  brought  against  them,  or  any  of  them,  their  or  any  of  their  heirs,  executors, 
or  administrators,  in  any  court  of  record  of  the  United  States,  or  either  of  them,  by  any 
creditor  or  creditors  of  the  said  corporation,  and  may  be  prosecuted  to  judgment  and 
execution,  any  condition,  covenant,  or  agreement  to  the  contrary  notwithstanding.  But 
this  provision  shall  not  be  construed  to  exempt  the  said  corporation  of  the  lands,  tene- 
ments, goods,  or  chattels  of  the  same  from  being  also  liable  for,  and  chargeable  with  said 
•excess. 

Such  of  the  said  directors  who  may  have  been  absent  when  the  said  excess  was  con- 
tracted or  created,  or  who  may  have  dissented  from  the  resolution  or  act  whereby  the 
same  was  so  contracted  or  created,  may  respectively  exonerate  themselves  from  being  so 
liable  by  forthwith  giving  notice  of  the  fact,  and  of  their  absence  or  dissent,  to  the 

*  This  section  was  repealed  March  19,  1812,  after  the  expiration  of  the  charter. 
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President  of  the  United  States,  and  to  the  stockholders,  at  a  general  meeting,  which  they 
shall  have  power  to  call  for  that  purpose. 

******** 

Twelfth —  *  *  *  Provided,  That  all  hills  or  notes,  so  to  be  issued  by  said  cor- 
poration, shall  be  made  payable  on  demand,  other  than  bills  or  notes  for  the  payment  of 
a  sum  not  less  than  one  hundred  dollars  each,  and  payable  to  the  order  of  some  person 
or  persons,  which  bills  or  notes  it  shall  be  lawful  for  said  corporation  to  make  payable 
at  any  time  not  exceeding  sixty  days  from  the  date  thereof. 

*  *  *  *  *  *  *  * 

Seventeenth — No  note  shall  be  isued  of  less  amount  than  five  dollars. 

******** 

Sec.  14.  J  And  be  it  further  enacted,  Tnat  the  bills  or  notes  of  the  said  corporation 

originally  made  payable,  or  which  shall  have  become  payable    on  demand,  shall  be 

receivable  in  all  payments  to  the   United  States,   unless  otherwise  directed  by  act  of 

Congress. 

*.*  *  *  *  *  *  * 

Sec.  17.  And  be  itfurtJier  enacted,  That  the  said  corporation  shall  not  at  any  time 
suspend  or  refuse  payment  in  gold  and  silver,  of  any  of  its  notes,  bills  or  obligations;  nor 
of  any  moneys  received  upon  deposit  in  said  bank,  or  in  any  of  its  offices  of  discount 
and  deposit.  And  if  the  said  corporation  shall  at  any  time  refuse  or  neglect  to  pay  on 
demand  any  bill,  note  or  obligation  issued  by  the  corporation,  according  to  the  contract, 
promise  or  undertaking  therein  expressed  ;  or  shall  neglect  or  refuse  to  pay  on  demand 
any  moneys  received  in  said  bank,  or  in  any  of  its  offices  aforesaid,  on  deposit,  to  the 
person  or  persons  entitled  to  receive  the  same,  then,  and  in  every  such  case,  the  holder 
of  any  such  note,  bill,  or  obligation,  or  the  person  or  persons  entitled  to  demand  and 
receive  such  moneys  as  aforesaid,  shall  respectively  be  entitled  to  receive  and  recover 
interest  on  the  said  bills,  notes,  obligations  or  moneys,  until  tne  same  shall  be  fully  paid 
and  satisfied,  at  the  rate  of  twelve  per  centum  per  annum  from  the  time  of  such  demand 
as  aforesaid  ;  Provided,  That  Congress  may  at  any  time  hereafter  enact  laws  enforcing; 
and  regulating  the  recovery  of  the  amount  of  the  notes,  bills,  obligations  or  other  debts, 
of  which  payment  shall  have  been  refused  as  aforesaid,  with  the  rate  of  interest  above 
mentioned,  vesting  jurisdiction  for  that  purpose  in  any  courts,  either  of  law  or  equity, 
of  the  courts  of  the  United  States,  or  Territories  thereof,  or  of  the  several  States,  as  they 
may  deem  expedient. 

[Sees.  18  and  19  provide  penalties  of  imprisonment  and  fine  for  forging  or  counter- 
feiting the  notes  or  bills  of  the  Bank  of  the  United  States,  or  any  order  or  check  on  the 
bank  or  its  cashier.] 

Sec.  20.  And  be  it  further  enacted,  That  in  consideration  of  the  exclusive  privileges 
and  benefits  conferred  by  this  act,  upon  the  said  bank,  the  president,  directors,  and 
company  thereof,  shall  pay  to  the  United  States,  out  of  the  corporate  funds  thereof, 
the  sum  of  one  million  and  five  hundred  thousand  dollars,  in  three  equal  payments ; 
that  is  to  say  :  five  hundred  thousand  dollars  at  the  expiration  of  two  years  ;  five  hun- 
dred thousand  dollars  at  the  expiration  of  three  years  ;  and  five  hundred  thousand 
dollars  at  the  expiration  of  four  years  after  the  said  bank  shall  be  organized,  and  com- 
mence its  operations  in  the  manner  herein  before  provided. 

Sec.  21.  And  be  it  further  enacted.  That  no  other  bank  shall  be  established  by  any 
future  law  of  the  United  States  during  the  continuance  of  the  corporation  hereby  created,, 
for  which  the  faith  of  the  United  States  is  hereby  pledged.  *  *  * 

******** 

Act  Of  February  25,  1863 — *ct  to  provide  a  National  Currency,  secured  by 
a  pledge  of  the  United  States  stocks,  and  to  provide  for  the  circulation  and 
redemption  thereof. 

[Note. — This  act  was  superseded  by  the  act  of  June  3, 1864,  the  provisions  of  which 
were  largely  the  same.  The  most  important  provisions  omitted  in  the  latter  act  were 
the  following  :] 

Sec  62.  And  be  it  further  enacted,  That  any  bank  or  banking  association,  author- 
ized by  any  State  law  to  engage  in  the  business  of  banking,  and  duly  organized  under 
such  Sta<e'law,  at  the  time  of  the  passage  of  this  act,  and  which  shall  be  the  holder 
and  owner  of  United  States  bonds  to  the  amount  of  fifty  per  centum  of  its  capital  stock, 
may  transfer  and  deliver  to  the  Treasurer  of  the  United  States  such  bonds,  or  any  part 
thereof,  in  the  manner  provided  by  this  act ;  and,  upon  making  such  transfer  and  deliv- 
ery such  bank  or  banking  association  shall  be  entitled  to  receive  from  the  Comptroller  oi 
the  Currency  circulating  notes,  as  herein  provided,  equal  in  amount  to  eighty  per  centum 
of  the  amount  of  the  bonds  so  transferred  and  delivered. 

Sec  63.  And  be  it  further  enacted,  That  upon  the  failure  of  any  such  State  bank 
or  banking  association,  to  redeem  any  of  its  circulating  notes,  issued  under  the  pro- 
visions of  the  preceding  section  the  Comptroller  of  the  Currency  shall,  when  satisfied 
that  such  default  has  been  made,  and  within  thirty  days  after  notice  of  such  default, 
proceed  to  declare  the  bonds  transferred  and  delivered  to  the  treasurer,  forfeited  to  the 
United  States,  and  the  same  shall  thereupon  be  forfeited  accordingly.  And  thereupon 
the  circulating  notes  which  have  been  issued  by  such  bank  or  banking  association,  shall 

i  This  section  was  repealed  by  Act  of  June  15, 1836. 
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"be  redeemed  and  paid  at  the  treasury  of  the  United  States  in  the  same  manner  as  other 
circulating;  notes  issued  under  the  provisions  of  this  act  are  redeemed  and  paid. 

Sec.  64.  And  be  it  further  enacted,  That  the  bonds  forfeited  as  provided  in  the  last 
preceding  section,  may  be  canceled  to  an  amount  equal  to  the  circulating  notes  redeemed 
!aud  paid,  or  such  bo..ds  may  be  sold,  under  the  direction  of  the  Secretaryof  the  Treas- 
ury, and  after  deducting  out  of  the  proceeds  a  sum  sufficient  to  pay  the  whole  amount  of 
•circulating  notes  for  the  redemption  of  which  such  bonds  are  held,  the  surplus,  if  any 
remans,  fchail  be  paid  to  the  bank  or  banking  association  from  which  such  bonds  were 
received. 

Act  Of  Jlllie  3,  1§64 — An  act  to  secure  national  currency,  secured  by  a  pledge 
of  United  States  bonds,  and  to  provide  for  tlie  circulation  and  redemption 
tliereof. 

[Note. — This  act  is  the  basis  of  the  Revised  Statutes  at  pp.  36-40.  Only  such  por- 
tions are  given  here  as  are  affected  by  subsequent  legislation  prior  to  the  Revised  Statutes.] 

Sec.  21.  And  be  it  further  enacted,  That  upon  the  transfer  and  delivery  of  bonds  to 
the  Treasurer,  as  provided  in  the  foregoing  section,  the  associations  making  the  same 
shall  be  entitled  to  receive  from  the  Compti oiler  of  the  Currency,  circulating  notes  in 
different  denominations,  in  blank,  registered  and  countersigned  as  hereinafter  provided, 
equal  in  amount  to  ninety  per  centum  of  the  current  market  value  of  the  United  States 
bonds  so  transferred  and  delivered,  but  not  exceeding  ninety  per  centum  of  the  amount 
of  said  bonds  at  the  par  value  thereof,  if  bearing  interest  at  a  rate  not  less  than  five  per 
centum  per  annum  ;  and  at  no  time  shall  the  total  amount  of  such  noles  issued  to  any 
such  association  exceed  the  amount  at  such  time  actually  paid  in  of  its  capital  stock.1 

Sec.  22  And  bs  it  further  enacted.  That  the  entire  amount  of  notes  for  circulation 
to  be  issued  under  this  act  shall  not  exceed  three  hundred  millions  of  dollars  2    *    *    * 

Sec.  34.  And  be  it  further  enacted.  That  every  association  shall  make  to  the  Comp- 
troller of  the  Currency,  a  report,  according  to  the  form  which  may  be  prescribed  by  him, 
verified  by  the  oath  or  affirmation  of  tne  president  or  cashier  of  such  association  ;  which 
report  shall  exhibit  in  detail,  and  under  appropriate  heads,  the  resources  and  liabilities  of 
the  association  before  the  commencem?nt  of  business  on  the  morning  of  the  first  Monday 
of  the  months  of  January,  April,  July  and  October  of  each  year.3    *    *    * 

Act  OfMarcll  3,  1865 — An  act  to  amend  an  act  entitled  "  An  Act  to  provide  a 
national  currency,  secure!  by  n.  pledge  of  United  Stales  bonds,  and  to  provide 
for  tbe  circulation  and  redemption  tliereof." 

*  *  *  And  the  amount  of  said  circulating  notes  to  be  furnished  to 
«ach  association  shall  be  in  proportion  to  its  paid  up  capital  as  follows, 
and  no  more : 4  To  each  association  whose  capital  shall  not  exceed  five 
hundred  thousand  dollars,  ninety  per  centum  of  such  capital ;  to  each  association 
whose  capital  exceeds  five  hundred  thousand  dollars,  but  does  not  exceed 
one  million  dollars,  eighty  per  centum  of  such  capital ;  to  each  association  whose 
capital  exceeds  one  million  of  dollars,  but  does  not  exceed  three  million  of 
dollars,  seventy  per  centum  of  such  capital  ;  to  each  association  whose  cap  tal  exceeds 
three  millions  of  dollars,  of  such  capital.  And  that  one  hundred  and  fifty  millions  of  dol- 
lars of  the  entire  amount  of  circulating  notes  authorized  to  be  issued  shall  be  apportioned 
to  associations  in  the  States,  in  the  District  of  Columbia,  and  in  the  Territories,  accord- 
ing to  representative  population,  and  the  remainder  shall  be  apportioned  by  the  Secre- 
tary of  the  Treasury  among  associations  formed  in  the  several  States,  in  the  District  of 
Columbia,  and  in  the  Territories,  having  due  regard  to  the  existing  banking  capital, 
resources  and  business  of  such  States,  District,  and  Territories, 

Act  Of  IWai'Cll  3,  1865 — Revenue  act. 

*  *  *  *  *  *  *  * 

Sec  6.  And  be  it  further  enacted,  That  every  national  banking  association,  State 
bank  or  state  banking  association,  shall  pay  a  tax  of  ten  per  centum  on  the  amount  of 
notes  of  any  state  bank  or  state  banking  association,  paid  out  by  them  after  the  first  day 
of  July,  1866. 

Sec.  7.  And  be  it  further  enacted,  That  any  existing  bank  organized  under  tho  laws 
of  any  state,  having  a  paid  up  capital  of  not  less  than  $75,000,  which  shall  apply  before 
the  first  day  of  July  next  for  authority  to  become  a  national  bank,  under  the  Act  *  *  * 
approved  June  3.  1864,  and  shall  comply  with  all  the  requirements  of  said  Act,  shall,  if 
such  bank  be  found  by  the  Comptroller  of  the  Currency  to  be  in  good  standing  and 
credit,  receive  such  authority  in  preference  to  new  associations  applying  for  the  same. 
•{3  mainder  of  section,  referring  to  State  banks  having  branches,  same  as  Sec.  5155  of  Rev.  St.,  See  p.  36.] 

Act  Of  July  13,  1§66 — To  reduce  internal  taxation,  etc. 

*****  *  *  * 

Sec  9.  (bis  )  And  be  it  further  enacted.  That  Section  6  of  the  Act  of  March  3. 1865, 
"*  *  *  be  amended  by  striking  out  all  after  the  enacting  clause,  and  inserting  lieu  thereof 
the  following  :  That  every  national  banking  association,  State  bank,  or  State  banking 
association,  shall  pay  a  tax  of  ten  per  centum  on  the  amount  of  notes  of  any  person, 

1  See  Act  of  March  3,  1865,  following. 

a  See  Act  of  March  8,  18te,  following  ;  July  12,  1870,  p.  35  ;  and  Act  July  14,  1875,  repealing  limita- 

tion, p.  42. 

3  See  Act  of  March  3,  1869,  p.  35. 

*  See  Sec.  21  of  Act  of  June  3,  1864,  above. 
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State  bank  or  State  banking  association,  used  for  circulation  and  paid  out  by  them  after 
the  first  day  of  August,  1866,  and  such  tax  shall  be  assessed  and  paid  in  such  manner  as 
shall  be  prescribed  by  the  commission  of  internal  revenue. 

******  *  * 

_A.Ct  Of  Marcll  2,  1867. — An  act  to  provide  ways  and  means   for  the  payment  of 

compound  interest  notes* 

****  ******* 

Said  certificates  of  temporary  loan1  may  constitute  and  be  held  by  any  national  bank 
nolding  or  owning  the  same,  as  a  part  of  the  reserve  provided  for  in  sections  31  and  32 
of  the  Act  entitled  "  An  act  to  provide  a  national  currency  secured  by  a  pledge  of 
United  States  bonds,  and  to  provide  for  the  circulation  and.  redemption  thereof,  ap- 
proved June  3,  1864  :  Provided,  That  not  less  than  two-fifths  of  the  entire  reserve  of 
such  bank  shall  consist  of  lawful  money  of  the  United  States. 2 

.Act  Of  March  26,  1§67 — To  exempt  certain  articles  from  internal  tax,  etc. 

*****  **  * 

Sec.  2.  And  be  it  further  enacted,  That  every  national  banking  association,  State 
Dank  or  banker,  or  association,  shall  pay  a  tax  of  ten  per  centum  on  the  amount  of  notes 
of  any  town,  city,  or  municipal  corporation,  paid  out  by  them  after  the  first  day  of  May, 
A.  D.  1867.  to  be  collected  in  the  mode  and  manner  in  which  the  tax  on  the  notes  of 
State  banks  is  collected. 

Act     Of    Marcll     3,     1§69 — An  act  regulating  the  reports  of  national  banking 

associations. 

Be  it  enacted,  etc.,  That  in  lieu  of  all  reports  required  by  section  thirty-four  of  the 
national  currency  act,  every  association  shall  make  to  the  Comptroller  of  the  Currency, 
not  less  than  five  reports  during  each  and  every  year,  according  to  the  form  which  may 
be  prescribed  by  him,  verified  by  the  oath  or  affirmation  of  the  president  or  cashier  of 
such  association,  and  attested  by  the  signature  of  at  least  three  of  the  directors.  Each 
such  report  shall  exhibit,  in  detail  and  under  appropriate  heads,  the  resources  and  liabil- 
ities of  the  associations  at  the  close  of  business  on  any  past  day  by  him  specified.  *  *  * 

Act  Of  July  12,  1§70. — An  act  to   provide  for  the  redemption  of  the  three  per 
cent,  temporary  loan  and  for  the  increase  of  national  bank  notes. 

Be  it  enacted,  etc.,  That  $54,000,000  in  notes  for  circulation  may  be  issued  to 
national  banking  associations,  in  addition  to  the  $300,000,000  authorized  by  the  twenty- 
second  section  of  the  "  Act  to  provide  a  national  currency,  secured  by  a  pledge  of  United 
States  bonds,  and  to  provide  for  the  circulation  and  redemption  thereof,"  approved  June 
3,  1864  ;  and  the  amount  of  notes  so  provided  shall  be  furnished  to  banking  associations 
organized,  or  to  be  organized,  in  those  States  and  Territories  having  less  than  their 
proportion  under  the  apportionment  contemplated  by  the  provisions  of  the  ' '  Act  to 
amend  an  act  to  provide  a  national  currency  secured  by  a  pledge  of  United  States 
bonds,  and  to  provide  for  the  circulation  and  redemption  thereof,"  approved  March"  3, 
1865  ;  and  the  bonds  deposited  with  the  Treasurer  of  the  United  Slates,  to  secure  the 
additional  circulating  notes  herein  authorized,  shall  be  of  any  description  of  bonds  of 
the  United  States,  bearing  interest  in  coin ;  but  a  new  apportionment  of  the  increased 
circulation  herein  provided  for  shall  be  made  as  soon  as  practicable,  based  upon  the 
census  of  1870  :  Prodded,  That  if  applications  for  the  circulation  herein  authorized  shall 
not  be  made  within  one  year  after  the  passage  of  this  act  by  banking  associations  organ- 
ized, or  to  be  organized,  in  States  having  less  than  their  proportion,  it  shall  be  lawful 
for  the  Comptroller  of  the  Currency  to  issue  such  circulation  to  banking  associations 
applying  for  the  same  in  other  States  or  Territories  having  less  than  their  proportion, 
giving  the  preference  to  such  as  have  the  greatest  deficiency3:  And  provided  further,  That 
no  banking  association  hereafter  organized  shall  have  a  circulation  in  excess  of  $500,000. 4 

Sec.  2.  And  be  itfurtJier  enacted,  That  at  the  end  of  each  month  after  the  passage  of 
this  act,  it  shall  be  the  duty  of  the  Comptroller  of  the  Currency  to  report  to  the  Secretary 
of  the  Treasury  the  amount  of  circulating  notes  issued,  under  the  provisions  of  the 
preceding  section,  to  national  banking  associations  during  the  previous  month  ;  where- 
upon the  Secretary  of  the  Treasury  shall  redeem  and  cancel  an  amount  of  three  per 
centum  temporary  loan  certificates  issued  under  the  acts  of  March  2,  1867,  and  July  25, 
1868,  not  less  than  the  amount  of  circulating  notes  so  reported,  and  may,  if  necessary,  in 
order  to  procure  the  presentation  of  such  temporary  loan  certificates  for  redemption, 
give  notice  to  the  holders  thereof,  by  publication  or  otherwise,  that  certain  of  said 
certificates  (which  shall  be  designated  by  number,  date  and  amount)  shall  cease  to  bear 
interest  from  and  after  a  day  to  be  designated  in  such  notice  ;  and  that  the  certificates  so 
designated  shall  no  longer  be  available  as  any  portion  of  the  lawful  money  reserve  in 
possession  of  any  national  banking  association  ;  and  after  the  day  designated  in  such 
notice  no  interest  shall  be  paid  on  such  certificates,  and  they  shall  not  thereafter  be 
counted  as  a  part  of  the  reserve  of  any  banking  association. 

******** 

1  See  remainder  of  Act  of  March  2,  1867,  page  28. 

8  See  Act  of  July  12,  1870,  page  29  and  below,  for  retirement  of  such  loan  certificates. 

3  This  entire  matter  of  distribution  of  bank  currency  repealed  by  the  Act  of  Jan.  14,  1875;  see  page  42.. 

«  Kepealed  by  Act  of  July  12,  1882,  Sec.  10,  p.  43. 
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currency,  i 

Sec.  324  (1864,  §  I).  There  shall  be  in  the  Department  of  the  Treasury  a  Bureau 
charged  with  the  execution  of  all  laws  passed  by  Congress  relating  to  the  issue  and 
regulation  of  a  national  currency  secured  by  United  States  bonds ;  the  chief  officer  of 
which  Bureau  sh.ll  be  called  the  Comptroller  of  the  Currency,  and  shall  perform  his. 
duties  under  the  general  direction  of  the  Secretary  of  the  Treasury. 

Sec.  5133  (1864,  §5)  Associations  for  carrying  on  the  business  of  banking  under  this 
title  may  be  formed  by  any  number  of  natural  persons,  not  less  in  any  case  than  five. 
*********** 

Sec  5136  (1864,  §  8)  [Such  association]  shall  *  *  *  have  succession  for  the  period  of 
twenty  years  from  its  organization,  unless  it  is  sooner  dissolved  according  to  the  pro- 
visions of  its  articles  of  association,  or  by  the  act  of  its  shareholders  owning  two-thirds- 
of  its  stock,  or  unless  its  i  ranchise  becomes  forfeited  by  some  violation  of  the  law.  *  *  * 

Sec  5133  (1864,  §  7)  No  Association  shall  be  organized  under  this  title  with  a  less, 
capital  than  $103,000,  except  that  banks  with  a  capital  of  not  less  than  $50,000,  may.  with 
the  approval  of  the  Secretary  of  the  Treasury,  be  organized  in  any  place,  the  population 
of  which  does  not  exceed  6,000  inhabitants.  No  association  shall  be  organized  in  a  city 
the  population  of  which  exceeds  50,000  persons  with  a  less  capital  than  $200,000. 

Sec  514'J  (1834,  §  14)  At  least  fifty  per  centum  of  the  capital  stock  of  every  associa- 
tion shall  be  paid  in  before  it  shall  be  authorized  to  commence  business  ;  and  the  remain- 
der of  the  capital  stock  of  such  association  shall  be  paid  in  installments  of  at  least  ten 
per  centum  each,  on  the  whole  amount  of  the  capital,  as  frequently  as  one  insta  Iment 
at  the  end  of  each  succeeding  month  from  the  time  it  shall  be  authorized  bv  the  Comp- 
troller of  the  Currency  to  commence  business  ;  and  the  payment  of  each  installment 
shall  be  certified  to  the  Comptroller,  under  oath,  by  the  president  or  cashier  of  the 
association.  <r 

?  Sec  5151  (isol,  §13)  The  shareholders  of  every  national  banking  association  shall 
be  held  individually  responsible,  equally  and  ratably,  and  not  one  for  another,  for  all 
contracts,  debts  and  engagements  of  such  association,  to  the  extent  of  the  amount  of 
their  stock  therein,  at  the  par  value  thereof,  in  addition  to  the  amount  i  vested  in  such 
shares ;  except  that  shareholders  of  any  banking  association  now  existing  under  State 
laws  having  not  less  than  five  millionsof  dollars  of  ca-.ital  actually  paid  in,  and  a  surplus 
of  twenty  per  centum  on  hand,  both  to  be  determined  by  the  Comptroller  of  the  Currency, 
shall  be  Table  only  to  the  amount  invested  in  their  shares  ;  and  such  surplus  of  twenty 
per  centum  shall  be  kept  undiminished,  and  be  in  addition  to  the  surplus  provided  for 
in  this  title  ;  and  if  at  any  time  there  is  a  deficiency  in  such  surplus  of  twenty  per 
centum,  such  association  shall  not  pay  any  dividends  to  its  shareholders  until  the 
deficiency  is  made  good  ;  and  in  case  of  such  deficiency  the  Comptroller  of  the 
Currency  may  compel  the  association  to  close  its  business  and  wind  up  its  affairs  under 
■the  provisions  of  Chapter  four  of  this  title.  ' 

Sec  5154  (1864,  §  44)  Any  bank  incorporated  by  special  law,  or  any  banking  institu- 
tion organized  under  a  general  law  of  any  State,  may  become  a  national  association  under 
this  title  by  the  name  prescribed  in  its  organization  certificate.  *  *  *  But  no  such 
association  shall  have  a  less  capital  than  the  amount  prescribed  for  associations  organized, 
under  this  title. 

Sec  5155  (Mm  ch  .'J, 1835,  §  7)  It  shall  be  lawful  for  any  bank  or  banking  association, 
organized  under  State  laws,  and  having  branches,  the  capital  being  joint  and  assigned  to 
and  used  by  the  mother- bank  and  branches  in  definite  proportions,  to  become  a  national 
banking  association  in  conformity  with  existing  laws,  and  to  retain  and  keep  in  operation 
its  branches,  or  such  one  or  more  of  them  as  it  may  elect  to  retain  ;  the  amount  of  the 
circulation  redeemable  at  the  mother-bank,  and  each  branch,  to  be  regulated  by  the 
amount  of  capital  assigned  to  and  used  by  each. 

Sec  5159  (1864,  §16.)  Every  association,  after  having  complied  with  the  provisions  of 
this  title,  preliminary  to  the  commencement  of  the  banking  business,  and  before  it  shall 
be  authorized  to  commence  banking  business  under  this  title,  shall  transfer  and  deliver 
to  the  Treasurer  of  the  United  States  any  United  States  registered  bonds,  bearing  inter- 
est, to  an  amount  not  less  than  thirty  thousand  dollars  and  not  less  than  one-third  of  the 
capital  stock  paid  in.2  Such  bonds  shall  be  received  by  the  Treasurer  upon  deposit, 
and  shall  be  by  him  safely  kept  in  his  office,  until  they  shall  be  otherwise  disposed  of,  in 
pursuance  of  the  provisions  of  this  title. 

Sec  5160  (1864,  §  16.)  The  deposits  of  bonds  made  by  each  association  shall  be 
increased  as  its  capital  shall  be  paid  up  or  increased,  so  that  every  association  shall  at  all 
times  have  on  deposit  with  the  Treasurer  registered  United  States  bonds  to  the  amount  of 
at  least  one  third  of  its  capi  al  stock  actually  paid  in. 2  And  any  association  that  may 
desire  to  reduce  its  capital  or  close  up  its  business  and  dissolve  its  organization,  may  take 
up  its  bonds  upon  returning  to  the  Comptroller  its  circulating  notes  in  the  proportion 
hereinafter  required,  or  may  take  up  any  excess  of  bonds  beyond  one-third  of  its  capital 
stock,  and  upon  which  no  circulating  notes  have  been  delivered. 

1  1  Note. — The  bold  face  references  in  parentheses  indicate  the  source  of  the  legislation  embodied  in 
the  section.    The  date  1864  refers  to  the  Act  of  June  3, 1864 . 

2  See  act  June  20, 1874,  section  4,  page  41  ;  and  act  July  12,  1882,  section  8,  page  43. 
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Sec.  5167  (1864,  §  36.)  The  bonds  transferred  to  and  deposited  with  the  Treasurer  of 
the  United  States,  by  aay  association,  for  the  security  of  its  circulating  notes,  shall  be 
held  exclusively  for  that  purpose,  until  such  notes  are  redeemed,  except  as  provided  in 
this  title.  The  Comptroller  of  the  Currency  shall  give  to  any  such  association  powers  of 
attorney  to  receive  and  appropriate  to  its  own  use  the  interest  on  the  bonds  which  it  has 
so  transferred  to  the  Treasurer  ;  but  such  powers  shall  become  inoperative  win  never  such 
association  fails  to  redeem  its  circulating  notes.  Whenever  the  market  or  cash  value  of 
any  bonds  thus  deposited  with  the  Treasurer  is  reduced  below  the  amount  of  the  circula- 
tion issued  for  the  same,  the  Comptroller  may  demand  and  receive  the  amount  of  such 
depreciation  in  other  United  States  bonds  at  cash  value,  or  in  money,  from  the  asso- 
ciation, to  be  deposited  with  the  Treasurer  a  3  long  as  such  depreciation  continues.  And 
the  Comptroller,  upon  the  terms  prescribed  by  the  Secretary  of  the  Treasury,  may  per- 
mit an  exchange  to  b  3  made  of  any  of  the  bonds  deposited  with  the  Treasurer  by  any 
association  for  other  bonds  of  the  United  States  authorized  to  be  received  as  security  for 
circulating  notes,  if  he  is  of  opinioathat  such  exchange  can  be  made  without  prejudice 
to  the  United  States ;  and  he  may  direct  the  return  of  any  bonds  to  the  association  which 
transferred  the  same,  in  sums  of  not  less  than  one  thousand  dollars,  upon  the  surrender 
to  him  and  the  cancellation  of  a  proportionate  amount  of  such  circulating  notes 1 : 
Provided,  That  the  remaining  bonds,  which  shall  have  been  transferred  by  the  association 
offering  to  surrender  circulating  notes  are  equal  to  the  amount  required  for  the  circula- 
ting notes  not  surrendered  by  such  association  and  that  the  amount  of  bonds  in  the  hands 
of  the  Treasurer  is  not  diminished  below  the  amount  required  to  be  kept  on  deposit  with 
him,  and  that  there  has  been  no  failure  bvthe  association  to  redeem  its  circulating  notes, 
nor  any  other  violations  by  it  of  the  provisions  of  this  title,  and  that  the  market  or  cash 
value  of  the  remaining  bonds  is  not  below  the  amount  required  for  the  circulation  is- 
sued for  the  same. 

>  Sec.  5171 2  (1864,  §  ai.)  Upon  a  deposit  of  bonds  as  prescribed  by  sections  5159  and 
5160  the  association  making  the  same  shall  be  entitled  to  receive  from  the  Comptroller  of 
the  Currency  circulating  notes  of  different  denominations,  in  blank,  registered  and 
countersigned  as  hereinafter  provided  equal  in  amount  to  ninety  per  centum  of  the  current 
market  value  of  the  United  States  bonds  so  transferred  and  delivered,  but  not  exceeding 
ninety  par  centum  of  the  amount  of  the  bonds  at  the  par  value  thereof,  if  bearing  inter- 
est at  a  rati  not  less  than  five  per  centum  per  annum :  Provided, 3  (March.  3,  1865.)  That 
the  amount  of  circulating  notes  to  be  furnished  to  each  association  shall  be  in  proportion 
to  its  paid-up  capital  as  follows,  and  no  more  : 

First.  To  each  association  whose  capital  does  not  exceed  $500,000,  ninety  per 
centum  of  such  capital. 

Second.4  To  each  association  whose  capital  exceeds  $500,000  but  does  not  exceed 
$1,000,000,  eighty  per  centum  of  such  capital. 

Third.4  To  each  association  whose  capital  exceeds  $1,000,000,  but  does  not  exceed 
$3,000,000,  seventy-five  per  centum  of  such  capital. 

Fourth.4  To  each  association  whose  capital  exceeds  $3,000,000,  sixty  per  centum  of 
such  capital. 

Sec  5172.  (1864,  §  aa.)  In  order  to  furnish  suitable  notes  for  circulation,  the 
Comptroller  of  the  Currency  shall,  under  the  direction  of  the  Secretary  of  the  Treasury, 
cause  plates  and  dies  to  be  engraved,  in  the  best  manner  to  guard  against  counterfeiting 
and  fraudulent  alterations,  and  shall  have  printed  therefrom,5  and  numbered,  such 
quantity  of  circulating  notes  in  blank,  of  the  denominations  of  one  dollar,  two  dollars, 
three  dollars,  five  dollars,  ten  dollars,  twenty  dollars,  fifty  dollars,  one  hundred  dollars, 
five  hundred  dollars  and  one  thousand  dollars,  as  may  be  required  to  supply  the  asso- 
ciations entitled  to  receive  the  same.  Such  notes  shall  express  upon  their  face  that  they 
are  secured  by  United  States  bonds,  depo-ited  with  the  Treasurer  of  the  United  States, 
by  the  written  or  engraved  signatures  of  the  Treasurer  and  Register,  and  by  the  imprint 
of  the  seal  of  the  Treasury  j  and  shall  also  express  upon  their  face  the  promise  of  the 
association  receiving  the  same  to  pay  on  demand,  attested  by  the  signatures  of  the  Presi- 
dent or  Vice-President  and  cashier  ;  and  shall  bear  such  devices  and  such  other  state- 
ments, and  shall  be  in  such  form,  as  the  Secretary  of  the  Treasury  shall,  by  regulation, 
direct. 

Sec.  5173.  (1864,  §  41.)  The  plates  and  special  dies  to  be  procured  by  the  Comp- 
troller of  the  Currency  for  the  printing  of  such  circulating  notes  shall  remain  under  his 
control  and  direction,  and  the  expenses  necessarily  incurred  in  executing  the  laws 
respecting  the  procuring  of  such  notes,  and  all  other  expenses  of  the  Bureau  of  the 
Currency,  shall  be  paid  out  of  the  proceeds  of  the  taxes  or  duties  assessed  and  collected 
on  the  circulation  of  National  banking  associations  under  this  title. 6 

Sec  5175.  (1864,  §  aa.)  Not  more  than  one  sixth  part  of  the  notes  furnished  to 
any  association  shall  be  of  a  less  denomination  than  five  dollars.     After  specie  payments 

1  See  act  of  June  TO,  1874,  section  4,  page  41,  requiring  the  deposit  of  not  less  than  $9,000. 

2  See  act  July  12,  1882,  section  10,  page  43. 

8  This  proviso  replaces  the  following  in  the  act  of  June  3,  1864:  "And  at  no  time  shall  the  total 
amount  of  such  notes,  issued  to  any  such  association,  exceed  the  amount  at  such  time  actually  paid  in  of  its 
capital  stock." 

*  Repealed  by  section  10.  act  July  12, 1882,  page  41. 
«i  6  See  act  of  March  it,  1875,  page  42,  for  authority  to  use  distinctive  paper. 

«  See  section  3,  act  June  2> ',  1874,  page  40  ;  and  section  8,  act  July  12,  1882,  page  43 .  Charging  e*» 
pense  of  assorting  and  transporting  notes  to  the  respective  »'!dociati?ns. 
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are  resumed  no  association  shall  be  furnished  with  notes  of  a  less  denomination  than 
five  dollars. 

Sec.  517G.     (July  13,  1870.)    No  banking  association  organized  subsequent  to  the 
12th  day  of  July,  18/0,  shall  have  a  circulation  in  excess  of  $500,000. ! 

Sec.  5177.  (1884,  §  aft,  July  13, 1870.)  The  aggregate  amount  of  circulating  notes 
issued  under  the  act  of  February  25,  1863,  and  under  the  act  of  June  3,  1864,  and  under 
section  1  of  the  act  of  July  12,  1870,  and  under  this  titte,  shall  not  exceed  $354, 000,000. 2 
Ssc.  5178. 3  (March  3, 1865,  an't  July  la,  1870.)  One  hundred  and  fifty  millions  of 
dollars  of  the  entire  amount  of  circulating  notes  authorized  to  be  issued  shall  be  appor- 
tioned to  asiDci.itioas  in  the  States,  in  the  Territories,  and  in  the  District  of  Columbia, 
according  to  the  representative  population.  One  hundred  and  fifty  millions  shall  be 
apportioned  by  the  Secretary  of  the  Treasury  among  associations  formed  in  the  several 
States,  in  the  Territories,  and  in  the  District  of  Columbia,  having  due  regard  to  the 
existing  banking  capital,  resources,  and  business  of  such  States,  Territories  and  Dis- 
trict. The  remaining  fifty-four  millions  shall  be  apportioned  among  associations  in 
States  and  Territories  having,  under  the  apportionments  above  prescribed,  less  than 
their  full  proportion  of  the  aggregate  amount  of  notes  authorized,  which  made  due 
application  for  circulating  notes  prior  to  the  12th  day  of  July,  1870.  Any  remainder  of 
such  fifty-four  millions  shall  be  issued  to  banking  associations  applying  for  circulating 
notes  in  other  States  or  Territories  having  le>s  than  their  proportion. 

Sec.  5179. 3  (July  13, 1S70,  §  6.)  In  order  to  secure  a  more  equitable  distribution 
of  the  national  banking  currency,  there  may  be  issued  circulating  notes  to  banking 
associations  organized  in  States  and  Territories  having  less  than  their  proportion,  and 
the  amount  of  circulation  herein  authorized  shall,  under  the  direction  of  the  Secretary  of 
the  Treasury,  as  it  may  be  required  for  this  purpose,  be  withdrawn,  as  herein  provided, 
from  banking  associations  organized  in  States  having  more  than  their  proportion,  but 
the  amount  so  withdrawn  shall  not  exceed  $25,000,000  :  Provided,  That  no  circulation 
shall  be  withdrawn  under  the  provisions  of  this  section  until  after  the  $54,000,000 
granted  in  the  first  section  of  the  Act  of  July  12th,  1870,  shall  have  been  taken  up.4 

Sec  5182.  (1864,  §33.)  After  any  association  receiving  circulating  notes  under 
this  title  has  caused  its  promise  to  pay  such  notes  on  demand  to  be  signed  by  the  presi- 
dent or  vice-president  and  cashier  thereof,  in  such  manner  as  to  make  them  obligatory 
promissory  notes,  payable  on  demand,  at  its  place  of  business,  such  association  may 
issue  and  circulate  the  same  as  money.  And  the  same  shall  be  received  at  par  in  all 
parts  of  the  United  States  in  payment  of  taxes,  excises,  public  lands  and  all  other  dues 
to  the  United  States,  except  duties  on  imports  ;  and  also  for  all  salaries  and  other  debts 
and  demands  owing  by  the  United  States  to  individuals,  corporations,  and  associations 
within  the  United  States,  except  interest  on  the  public  debt,  and  in  redemption  of  the 
national  currency. 

Sec.  5183.  (1864,  §  38.)  No  national  banking  association  shall  issue  post  notes  or 
any  other  notes  to  circulate  as  money  than  such  as  are  authorized  by  the  provisions  of 
this  title. 

Sec.  5184.  (1864,  §  34.)  It  shall  be  the  duty  of  the  Comptroller  of  the  Currency  to 
receive  worn-out  or  mutilated  circulating  notes  issued  by  any  banking  association,  and 
also,  on  due  proof  of  the  destruction  of  any  such  circulating  notes,  to  deliver  in  place 
thereof  to  the  association  other  blank  circulating  notes  to  an  equal  amount.  Such  worn- 
out  or  mutilated  notes,  after  a  memorandum  has  been  entered  in  the  proper  books,  in 
accordance  with  such  regulations  as  may  be  established  by  the  Comptroller,  as  well  as 
all  circulating  notes  which  shall  have  been  paid  or  surrendered  to  be  cancelled,  shall  be 
burned  to  ashes 5  in  presence  of  four  persons,  one  to  be  appointed  by  the  Secretary  of 
the  Treasury,  one  by  the  Comptroller  of  the  Currency,  one  by  the  Treasurer  of  the  United 
States,  and  one  by  the  association,  under  such  regulations  as  the  Secretary  of  the  Treas- 
ury may  prescribe.  A  certificate  of  such  burning,  signed  by  the  parties  so  appointed, 
shall  be  made  in  the  books  of  the  Comptroller,  and  a  duplicate  thereof  forwarded  to 
the  association  whose  notes  are  thus  canceled. 

Sec.  5185.  (July  13, 1870,  §  3.)  Associations  may  be  organized  in  the  manner  pre- 
scribed by  this  title  for  the  purpose  of  issuing  notes  payable  in  gold 6 ;  and  upon  the 
deposit  of  any  United  States  bonds  bearing  interest  payable  in  gold  with  the  Treasurer 
of  the  United  States,  in  the  manner  prescribed  for  other  associations,  it  shall  be  lawful 
for  the  Comptroller  of  the  Currency  to  issue  to  the  association  making  the  deposit 
circulating  notes  of  different  denominations,  but  none  of  them  of  less  than  five  dollars,  and 
not  exceeding  in  amount  eighty  per  centum  of  the  par  value  of  the  bonds  deposited, 
which  shall  express  the  promise  of  the  association  to  pay  them,  upon  presentation  at  the 
office  at  which  they  are  issued,  in  gold  coin  of  the  United  States,  and  shall  be  so  redeem- 
able. But  no  such  association  shall  have  a  circulation  of  more  than  one  million  of 
dollars. ' 

1  Repealed  by  act  July  12, 1882,  section  10,  page  44. 

a  This  limitation  repealed  by  section  3,  act  of  January  14, 1875,  page  42. 

8  Superseded  by  act  January  14, 1875,  section  3,  page  42. 

*  Repealed  by  Act  of  June  20,  1874,  sec.  7,  p.  40. 
I       •  Maceration  substituted  for  burning  by  Act  of  June  23,  1874. 
V      •  See  Act  of  Feb.  14, 1880,  p.  48. 
I      1  This  limitation  was  repealed  by  Act  Jan.  19, 1875,  p.  42. 
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Sec.  5186.  (July  18,  1870,  §§  4,  5.)  Every  association  organized  under  the  preceding 
section  shall  at  all  times  keep  on  hand  not  less  than  twenty- five  per  centum  of  its  out- 
standing circulation,  in  gold  or  silver  coin  of  the  United  States  ;  and  shall  receive  at  par 
ia  the  payment  of  debts  the  gold  nces  of  every  other  such  association  which  at  the  time 
of  such  payment  is  redeeming  its  circulating  notes  in  gold  coin  of  the  United  States,  and 
shill  be  subject  to  a  1  the  provisions  of  this  title  :  Prodded,  That,  in  applying  the  same 
to  associations  organized  for  issuing  gold  notes,  the  terms  "lawful  money  "  and  "  lawful 
money  of  the  United  States "  shall  be  construed  to  mean  gold  or  silver  coin  of  the 
United  States  ;  and  the  circulation  of  such  association  shall  not  be  within  the  limitation 
of  circulation  mentioned  in  this  title. 

Sec.  5193.  (1864,  §8.)  The  usual  business  of  each  national  banking  association  shall 
he  transacted  at  an  office  or  banking-house  located  in  the  place  specified  in  Ls  organiza- 
tion certificate. 

Sac.  5191.  (1864,  §  31.)  Every  national  banking  association  in  either  of  the  following 
cities :  Albany,  Baltimore,  Boston,  Cincinnati,  Chicago,  Cleveland,  Detroit,  Louisville, 
Milwaukee,  New  Orleans,  New  York,  Philadelphia,  Pittsburgh,  Saint  Louis,  San 
Prancisco,  and  Washington,1  shall  at  ail  times  have  on  hand,  in  lawful  money  of  the 
United  States,  an  amount  equal  to  at  least  twenty-five  per  centum  of  the  aggregate 
amount  of  its  notes  in  circulation2  and  i"s  deposits ;  and  every  other  association  shall  at 
all  times  have  on  hand,  in  lawful  money  of  the  United  States,  an  amount  equal  to  at 
least  fifteen  per  centum  of  the  aggregate  amount  of  its  notes  in  circulation,  and  of  its 
deposits.  Whenever  the  lawful  money  of  any  association  in  any  of  the  cities  named 
shall  be  below  the  amount  of  twenty-five  per  centum  of  its  circulation  and  deposits,  and 
whenever  the  lawful  money  of  any  other  association  shall  be  below  fifteen  per  centum 
of  its  circul  tion  and  deposits,  such  association  shall  not  increase  its  liabilities  by  making 
any  new  loans  or  discounts  otherwise  than  by  discounting  or  purchasing  bills  of  ex- 
change payable  at  sight,  nor  make  any  dividend  of  its  profits  until  the  required  propor- 
tion, between  the  aggregate  amount  of  its  outstanding  notes  of  circulation  and  deposits 
and  its  lawful  money  of  the  United  States,  has  been  restored.  And  the  Comptroller  of 
the  Currency  may  notify  any  association,  whose  lawful  money  reserve  shall  be  below 
the  amount  above  required  to  be  kept  on  hand,  to  make  good  such  reserve  ;  and  if  such 
association  shall  fail  for  thirty  days  thereafter  so  to  make  good  its  reserve  of  lawful 
money,  the  Comptroller  may,  with  the  concurrence  of  the  Secretary  of  the  Treasury, 
appoint  a  receiver  to  wind  up  the  business  of  the  association,  as  provided  in  section 
5234. 

Sec,  5192.  (1864.  §  31.)  Three-fifths  of  the  reserve  of  fifteen  per  centum  required  by 
the  preceding  section  to  be  kept,  may  consist  of  balances  due  to  an  association,  avail- 
able for  the  redemption  of  i:s  circulation  notes,3  from  associations  approved  by  the 
Comptroller  of  the  Currency,  organized  under  the  act  of  June  3d,  1864,  or  under  this 
Title,  and  doing  business  in  the  cities  of  Albany,  Baltimore,  Boston,  Charleston,  Chicago, 
Cincinnati,  Cleveland,  Detroit,  Louisville,  Milwaukee,  New  Orleans,  New  York, 
Philadelphia,  Pittsburgh,  Richmond,  Saint  Louis,  San  Francisco,  and  Washington. 
Clearing-house  certificates,  representing  specie  or  lawful  money  specially  deposited  for 
the  purpose,  of  any  clearing-house  association,  shall  also  be  deemed  to  be  lawful  money 
in  the  possession  of  any  association  belonging  to  such  clearing-house,  holding  and  owning 
such  certificate,  within  the  preceding  section. 

Sec.  5193.  (June  8, 1873,  §§  l,  8.)  The  Secretary  of  the  Treasury  may  receive  United 
State3  notes  on  deposit,  without  interest,  from  any  national  banking  association,  in  sums 
of  not  less  than  $10,000,  and  issue  certificates  therefor  in  such  form  as  he  may  prescribe, 
in  denominations  of  not  less  than  $5,000,  and  payable  on  demand  in  United  States  notes 
at  the  place  where  the  deposits  were  made.  The  notes  so  deposited  shall  not  be  counted 
as  part  of  the  lawful  money  reserve  of  the  association  ;  but  the  certificates  issued  there- 
for may  be  counted  as  part  of  its  lawful-money  reserve,  and  may  be  accepted  in  the 
settlement  of  clearing-house  balances  at  the  places  where  the  deposits  therefor  were 
made. 

Sec.  5194.  (June  8, 1878,  §  3.)  The  power  conferred  on  the  Secretary  of  the 
Treasury,  by  the  preceding  section,  shall  not  be  exercised  so  as  to  create  any  expansion  or 
contraction  of  the  currency.  And  United  States  notes,  for  which  certificates  are  issued 
under  that  section,  or  other  United  States  notes  of  like  amount,  shall  be  held  as  special 
deposits  in  the  Treasury,  and  used  only  for  the  redemption  of  such  certificates. 

Sec.  5195.  (1864,  §  38.)  Each  association  organized  in  any  of  the  cities  named  in 
section  5191  shall  select,  subject  to  the  approval  of  the  Comptroller  of  the  Currency,  an 
association  in  the  city  of  New  York,  at  which  it  will  redeem  its  circulating  notes  at  par ;  4 
and  may  keep  one-half  of  its  lawful  money  reserve  in  cash  deposits  in  the  city  of  New 
York.  But  the  foregoing  provision  shall  not  apply  to  associations  organized  and  located 
in  the  city  of  San  Francisco  for  the  purpose  of  issuing  notes  payable  in  gold.  Each 
association  not  organized  within  the  cities  named,  shall  select,  subject  to  the  approval  of 
the  Comptroller,  an  association  in  either  of  the  cities  named,  at  which  it  will  redeem  its 
circulating  notes  at  par.     The  Comptroller  shall  give  public  notice  of  the  names  of  the 

1  Leavenworth  waa.also  included  from  1864  to  March  1st,  1872. 

*  See  Act  June  20th,  1874,  sec.  2,  page  40. 
•See  Act  June  20th,  1874,  sec.  3,  page  40. 

*  See  Act  of  June  20, 1874,  sec.  3,  p.  40. 
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associations  selected,  at  which  redemptions  are  to  be  made  by  the  respective  associations, 
and  of  any  change  that  may  be  made  of  the  association  at  which  the  notes  of  any  asso- 
ciation are  redeemed.  Whenever  any  association  fails  either  to  make  the  selection  or  to 
redeem  its  notes  as  aforesaid,  the  Comptroller  of  the  Currency  may,  upon  receiving 
satisfactory  evidence  thereof,  appoint  a  receiver  in  the  manner  provided  for  in  section 
5234  to  wind  up  its  affairs.  But  this  section  shall  not  relieve  any  association  from  its 
liability  to  redeem  its  circulating  notes  at  its  own  counter,  at  par,  in  lawful  money  on 
demand. 

Sec.  5196.  (188*,  §  33.)  Every  national  banking  association  formed  or  existing  under 
this  title,  shall  take  and  receive  at  par,  for  any  debt  or  liability  to  it,  any  and  all  notes 
or  bills  issued  by  any  lawfully  organized  national  banking  association.  (July  13,  1870, 
§  5.)  But  this  provision  shall  not  apply  to  any  association  organized  for  the  purpose  of 
issuing  notes  payable  in  gold. 

Sec.  5211.  (March  3, 1869.)  Every  association  shall  make  to  the  Comptroller  of 
the  Currency  not  less  than  five  reports  during  each  year,  according  to  the  form  which 
may  be  prescribed  by  him.  *  *  *  Each  such  report  shall  exhibit,  in  detail  and  under 
appropriate  heads,  the  resources  and  liabilities  of  the  association  at  the  close  of  business- 
on  any  past  day  by  him  specified.  *  *  *  The  Comptroller  shall  also  have  power  to 
call  for  special  reports  from  any  particular  association  whenever  in  his  judgment  the 
same  are  necessary  in  order  to  a  full  and  complete  knowledge  of  its  condition. 

Sec  5214.  (1834,  §  41.)  In  lieu  of  all  existing  taxes,  every  association  shall  pay  to 
the  Treasurer  of  the  United  States,  in  the  months  of  January  and  July,  a  duty  of  one-half 
<-•['  one  per  centum  each  half-year  upon  the  average  amount  of  its  notes  in  circulation, 
and  a  duty  of  one-quarter  of  one  per  centum  each  hi  If -year  upon  the  average  amount  of  its- 
deposits,  and  a  duty  of  one-quarter  of  one  per  centum  each  half-year  on  the  average 
amount  of  its  capital  stock,  '  beyond  the  amount  invested  in  United  States  bonds. 

Sec  5230.  (1864,  §§  47,  48.)  Whenever  the  Comptroller  has  become  satisfied  *  *  * 
that  any  association  has  refused  to  pay  its  circulating  notes,  he  may,  instead  of  canceling 
its  bonds,  cause  so  much  of  them  as  may  be  necessary  to  redeem  its  outstanding  notes  to 
be  sold  at  public  auction  in  the  city  of  New  York,  after  giving  thirty  days'  notice  of  such 
sale  to  the  association.  For  any  deficiency  in  the  proceeds  of  all  the  bonds  of  an  associ- 
ation, when  thus  sold,  to  re-imburseto  the  United  States  the  amount  expended  in  paying 
the  circulating  notes  of  the  association,  the  United  States  shall  have  a  paramount  lien 
upon  all  its  assets  ;  and  such  deficiency  shall  be  made  good  out  of  such  assets  in  prefer- 
ence to  any  and  all  other  claims  whatsoever,  except  the  necessary  costs  and  expenses  of 
administering  the  same. 

Sec  5240.  (1864,  §  54.)  The  Comptroller  of  the  Currency,  with  the  approval  of  the 
Secretary  of  the  Treasury,  shall,  as  often  as  shall  be  deemed  necessary  or  proper,  appoint 
a  suitable  person  or  persons  to  make  an  examination  of  the  affairs  of  every  banking  asso- 
ciation, who  shall  have  power  to  make  a  thorough  examination  into  all  the  affairs  of  the 
association.     *    *    * 

Sec  3412.  (Mar.  3,  1865,  §  6 ;  July  13,  1866,  §  9.)  Every  national  banking  associa- 
tion, State  bank,  or  State  banking  association,  shall  pay  a  tax  of  ten  per  centum  on  the 
amount  of  notes  of  any  person,  or  of  any  State  bank  or  State  banking  association,  used 
for  circulation  and  paid  out  by  them. 2 

Sec  3413.  (Mar.  28,  1S67,  §  3.)  Evey  national  banking  association,  State  bank, 
or  banker,  or  association,  shall  pay  a  tax  of  ten  per  centum  on  the  amount  of  notes  of 
any  town,  city  or  municipal  corporation,  paid  out  by  them.2 

Sec.  3414.  (Mar.  3,  1865.)  A  true  and  complete  return  of  the  monthly 
amount  of  circulation,  of  deposits,  and  of  capital,  as  aforesaid,  and  of  the  monthly 
amount  of  notes  of  persons,  town,  city  or  municipal  corporation,  State  banks,  or  State 
banking  associations  paid  out  as  aforesaid  for  the  previous  six  months,  shall  be  made 
and  rendered  in  duplicate  on  the  first  day  of  December  and  the  first  day  of  June,  by 
each  of  such  banks,  associations,  corporations,  companies  or  persons.    *    *    * 

Act  Of  June  20,   1§74— Fixing   the  amount  of  United  States  notes,  providing 
for  a  redistribution  of  national  bank  currency,    and  fur  other  purposes. 

Beit  enacted,  etc.,  That  the  act  entitled  'An  act  to  provide  a  national  currency  secured 
by  a  pledge  of  United  States  bonds,  and  to  provide  for  the  circulation  and  redemption 
thereof/'  approved  June  3d,  1864,  shall  hereafter  be  known  as  the  "  National  Bank 
Act." 

Sec.  2.  That  section  31  of  the  "national  bank  act"3  be  so  amended  that  the 
several  associations  therein  provided  for  shall  not  hereafter  be  required  to  keep  on  hand 
any  amount  of  money  whatever  by  reason  of  the  amount  of  their  respective  circulations; 
but  the  moneys  required  by  said  section  to  be  kept  at  all  times  on  hand  shall  be 
determined  by  the  amount  of  deposits  in  all  respects,  as  provided  for  in  the  said  section. 

Sec.  3.  That  every  association  organized,  or  to  be  organized,  under  the  provis- 
ions of  the  said  act,  and  of  the  several  acts  amendatory  thereof,  shall  at  all  times 
keep  and  have  on  deposit  in  the  Treasury  of  the  United  States,  in  lawful  money  of 
the  United  States,  a  sum  equal  to  five  per  centum  of  its  circulation,  to  be  held  and 
used  for  the  redemption  of  such  circulation  ;  which  sum  shall  be  counted  as  part  of  its 

1  Tax  on  deposits  and  capital  stock  repealed  Mar.  3, 1883. 

2  See  Act  of  Feb.  8, 1875,  page  42. 
8  See  sec.  5191,  page  39, 
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lawful  reserve,  ca  provided  in  section  two  of  this  act.1  And  when  the  circulating  notes  of 
any  such  associations,  assorted  or  unassorted,  shall  be  presented  for  redemption,  in  sums 
of  $1,000  or  any  multiple  thereof,  to  the  Treasurer  of  the  United  States,  the  same  shall 
be  redeemed  in  United  States  notes.  All  notes  so  redeemed  shall  be  charged  by  the 
Treasurer  of  the  United  States  to  the  respective  associations  issuing  the  same,  and  he 
shall  notify  them  severally,  on  the  first  day  of  each  month,  or  oftener,  at  his  dis- 
cretion, of  the  amount  of  such  redemptions ;  and  whenever  such  redemptions  for  any 
association  shall  amount  to  the  sum  of  $500,  such  association  so  notified  shall  forth- 
with deposit  with  the  Treasurer  of  the  United  States  a  sum  in  United  States  notes 
equal  to  the  amount  of  its  circulating  notes  so  redeemed.  And  all  notes  of  national 
banks  worn,  defaced,  mutilated  or  otherwise  unfit  for  circulution,  shall,  when  received 
by  any  assistant  treasurer,  or  at  any  designated  depositary  of  the  United  States,  be 
forwarded  to  the  Treasurer  of  the  United  States  for  redemption  as  pro- 
vided herein.  And  when  such  redemptions  have  been  so  reimbursed,  the  circulat- 
ing notes  so  redeemed  shall  be  forwarded  to  the  respective  associations  by 
which  they  were  issued  ;  but  if  any  of  such  notes  are  worn,  mutilated,  defaced  or 
Tendered  otherwise  unfit  for  use,  they  shall  be  forwarded  to  the  Comptroller  of  the 
Currency  and  destroyed,  and  replaced  as  now  provided  by  law  :  Provided,  That  each  of 
said  associations  shall  reimburse  to  the  Treasury  the  charges  for  transportation,2  and  the 
costs  for  assorting  such  notes  ;  and  the  associations  hereafter  organized  shall  also 
severally  reimburse  to  the  Treasury  the  cost  of  engraving  such  plates  as  shall  be 
ordered  by  each  association  respectively  ;  and  the  amount  assessed  upon  each  associa- 
tion shall  be  in  proportion  to  the  circulation  redeemed,  and  be  charged  to  the  fund  on 
deposit  with  the  Treasurer  :  And  provided  further,  That  so  much  of  section  32  of  said 
national-bank  act  requiring  or  permitting  the  redemption  of  its  circulating  notes  else- 
where than  at  its  own  counter,  except  as  is  provided  for  in  this  section,  is  hereby 
repealed. 

Sec.  4.  That  any  association  organized  under  this  act,  or  any  of  the  acts  of  which 
this  is  an  amendment,  desiring  to  withdraw  its  circulating  notes,3  in  whole  or  in  part, 
may,  upon  the  deposit  of  lawful  money  with  the  Treasurer  of  the  United  States  in  sums 
of  not  less  than  $9,000,  take  up  the  bonds  which  said  association  has  on  deposit  with 
the  Treasurer  for  the  security  of  such  circulating  notes,  which  bonds  shall  be  assigned  to 
the  bank  in  the  manner  specified  in  the  nineteenth  section  of  the  national-bank  act ; 
and  the  outstanding  notes  of  said  association,  to  an  amount  equal  to  the  legal-tender 
notes  deposited,  shall  be  redeemed  at  the  Treasury  of  the  United  States,  and  destroyed 
as  now  provided  by  law  :  Provided,  That  the  amount  of  the  bonds  on  deposit  for  circu- 
lation shall  not  be  reduced  below  $50,000. 

Sec.  5.  That  the  Comptroller  of  the  Currency  shall,  under  such  rules  and  regulations 
as  the  Secretary  of  the  Treasury  may  prescr  be,  cause  the  charter  numbers  of  the  associa- 
tions to  be  printed  upon  all  national  bank  notes  which  may  be  hereafter  issued  by  him. 

[Sec.  6,  Fixes  amount  of  United  States  Notes.     See  page  29.] 

Sec  7.  That  so  much  of  the  act  entitled  "An  act  to  provide  for  the  redemption  of 
the  three  per  cent,  temporary  loan  certificates,  and  for  an  increase  of  national-bank 
notes,"  as  provides  that  no  circulation  shall  be  withdrawn  under  the  provisions  of  sec- 
tion 6  of  said  act,  until  after  the  $54,000,000  granted  in  section  1  of  said  act  shall  have 
been  taken  up,  is  hereby  repealed  ;  and  it  shall  be  the  duty  of  the  Comptroller  of  the 
Currency,  under  the  direction  of  the  Secretary  of  the  Treasury,  to  proceed  forthwith, 
and  he  is  hereby  authorized  and  required,  from  time  to  time,  as  applications  shall  be 
•duly  made  therefor,  and  until  the  full  amount  of  $55,000,000  shall  be  withdrawn,  to 
make  requisitions  upon  each  of  the  national  banks  described  in  said  section,  and  in  the 
manner  therein  provided,  organized  in  States  having  an  excess  of  circulation,  to  with- 
draw and  return  so  much  of  their  circulation  as  by  said  act  may  be  apportioned  to  be 
withdrawn  from  them,  or,  in  lieu  thereof,  to  deposit  in  the  Treasury  of  the  United 
States  lawful  money  sufficient  to  redeem  such  circulation  ;  and  upon  the  return  of  the 
circulation  required,  or  the  deposit  of  lawful  money,  as  herein  provided,  a  proportionate 
amount  of  the  bonds  held  to  secure  the  circulation  of  such  association  as  shall  make  such 
return  or  deposit  shall  be  surrendered  to  it. 

Sec.  8.  That  upon  the  failure  of  the  national  banks  upon  which  requisition  for  cir- 
culation shall  be  made,  or  of  any  of  them,  to  return  the  amount  required,  or  to  deposit 
in  the  Treasury  lawful  money  to  redeem  the  circulation  required  within  thirty  days,  the 
Comptroller  of  the  Currency  shall  at  once  sell,  as  provided  in  section  49  of  the  National 
•Currency  Act,  approved  June  3d,  1864,  bonds  held  to  secure  the  redemption  of  the  circula- 
tion of  the  association  or  associations  which  shall  so  fail,  to  an  amount  sufficient  to  redeem 
the  circulation  required  of  such  association  or  associations,  and  with  the  proceeds,  which 
shall  be  deposited  in  the  Treasury  of  the  United  States,  so  much  of  the  circulation  of 
such  association  or  associations  shall  be  redeemed  as  will  equal  the  amount  required  and 
jiot  returned;  and  if  there  be  an  excess  of  proceeds  over  the  amount  required  for  such 
redemption,  it  shall  be  returned  to  the  association  or  associations  whose  bonds  shall  have 
been  sold.  And  it  shall  be  the  duty  of  the  Treasurer,  assistant  treasurers,  designated 
•depositaries,  and  national   bank  depositaries  of  the  United  States,  who  shall  be  kept 

1  See  also  Act  July  14, 1890,  sec.  6,  page  44. 

"  See  Act  July  18,  1882,  sec.  8,  page  43. 

*  See  sec.  5167,  page  37  ;  also  Act  July  12,  1882,  sec.  9,  page  43. 
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informed  by  the  Comptroller  of  the  Currency  of  such  associations  as  shall  fail  to  return 
circulation  as  required,  to  assort  and  return  to  the  Treasury  for  redemption  the  notes 
of  such  associations  as  shall  come  into  their  hands  until  the  amount  required  shall  be 
redeemed,  and  in  like  manner  to  assort  and  return  to  the  Treasury,  for  redemption,  the 
notes  of  such  national  banks  as  have  failed,  or  gone  into  voluntary  liquidation  for  the 
purpose  of  winding  up  their  affairs,  and  of  £uch  as  shall  hereafter  so  fail  or  go  into 
liquidation. 1 

Sec.  9.  That  from  and  after  the  passage  of  this  act  it  shall  be  lawful  for  the  Comp- 
troller of  the  Currency,  and  he  is  hereby  required,  to  issue  circulating  notes,  without 
delay,  as  applications  therefor  are  made,  not  to  exceed  the  sum  of  $55,000,000  to  associa- 
tions, organized,  or  to  be  organized,  in  those  States  and  Territories  having  less  than  their 
proportion  of  circulation,  under  an  apportionment  made  on  the  basis  of  population  and 
of  wealth,  as  shown  by  the  returns  of  the  census  of  1870,  and  every  association  hereafter 
organized  shall  be  subject  to,  and  be  governed  by,  the  rules,  restrictions,  and  limita- 
tions, and  possess  the  rights,  privileges,  and  franchises,  now  or  hereafter  to  be  prescribed 
by  law  as  to  national  banking  associations,  with  the  same  power  to  amend,  alter,  and 
repeal  provided  by  "the  National-Bank  Act"  :  Provided,  That  the  whole  amount  of 
circulation  withdrawn  and  redeemed  from  banks  transacting  business  shall  not  exceed 
$55,000,000,  and  that  such  circulation  shall  be  withdrawn  and  redeemed  as  it  shall  be 
necessary  to  supply  the  circulation  previously  issued  to  the  banks  in  those  States  having 
less  than  their  apportionment :  And  provided  further,  That  not  more  than  $30,000,000 
shall  be  withdrawn  and  redeemed  as  herein  contemplated  during  the  fiscal  year  ending 
June  30th,  1875.  > 

Act  Of  June  23,  1874— Sundry  civil  appropriations. 

For  the  maceration  of  national  bank  notes,  United  States  notes,  and  other  obliga- 
tions of  the  United  States  authorized  to  be  destroyed,  ten  thousand  dollars  ;  and  that  all 
such  issues  hereafter  destroyed  may  be  destroyed  by  maceration  instead  of  burning  to 
ashes,  as  now  provided  by  law  ;  and  that  so  much  of  sections  24  and  43  of  the  National 
Currency  Act  as  requires  national  bank  notes  to  be  burned  to  ashes  is  hereby  repealed.2 

Act  Of  January   14,  1§75 — An    act  to    provide   for   the    resumption    of  specie 

payments. 

******** 

Sec.  3.  That  section  5177  of  the  Revised  Statutes,  limiting  the  aggregate  amount 
of  circulating  notes  of  national  banking  associations  be,  and  is  hereby,  repealed ;  and 
each  existing  banking  association  may  increase  its  circulating  notes  in  accordance  with 
existing  law  without  respect  to  said  aggregate  limit  ;  and  the  provisions  of  law  for  the 
withdrawal  and  redistribution  of  national  bank  currency  among  the  several  States  and 
Territories  are  hereby  repealed.        *        *        *        [j?or  entire  act,  see  page  29.] 

Act  Of  January   19,  1§75 — To  remove  the  limitation  restricting  the  circula- 
tion of  banking  associations  issuing  notes  payable  in  goJ.J. 

Be  it  enacted,  etc.,  That  so  much  of  section  5185  of  the  Revised  Statutes  of  the 
United  States  as  limits  the  circulation  of  banking  associations,  organized  for  the  purpose 
of  issuing  notes  payable  in  gold,  severally  to  $1,000,000,  be  and  the  same  is  hereby  re- 
pealed ;  and  each  of  such  existing  banking  associations  may  increase  its  circulating 
notes,  and  new  banking  associations  may  be  organized,  in  accordance  with  existing 
law,  without  respect  to  such  limitation. 

Act  Of  February  8,  1§75 — To  amend  existing  customs  and  internal  revenue 
laws,  and  for  other  purposes. 

*  *  *  *  *  *  *  * 

Sec  19. 3  That  every  person,  firm,  association  other  than  national  bank  associations, 
and  every  corporation,  State  bank,  or  State  banking  association,  shall  pay  a  tax  of  ten 
per  centum  oa  the  amount  of  their  own  notes  used  for  circulation  and  paid  out  by  them. 

Sec.  20.  That  every  such  person,  firm,  association,  corporation.  State  bank,  or  State 
banking  association,  and  also  every  national  banking  association,  shall  pay  a  like  tax  of 
ten  per  centum  on  the  amount  of  notes  of  any  person,  firm,  association  other  than  a 
national  banking  association,  or  of  any  corporation,  State  bank,  or  State  banking  asso- 
ciation, or  of  any  town,  city,  or  municipal  corporation,  used  for  circulation  and  paid  out 
by  them. 

Sec  21.  That  the  amount  of  such  circulating  notes,  and  of  the  tax  due  thereon, 
shall  be  returned,  and  the  tax  paid  at  the  same  time,  and  in  the  same  manner,  and  with 
like  penalties  for  failure  to  return  and  pay  the  same,  as  provided  by  law  for  the  return 
and  payment  of  taxes  on  deposits,  capital,  and  circulation,  imposed  by  the  existing; 
provisions  of  internal  revenue  law. 

Act  Of  mardl    3,  1875 — Legislative,  Executive  and  Judicial  Appropriations. 

*  *  *  *  *  *  *  * 

Provided,  That  the  national  bank  notes  shall  be  printed  under  the  direction  of  the 
Secretary  of  the  Treasury,  and  upon  the  distinctive  or  special  paper  which  has  been,  or 
may  hereafter  be,  adopted  by  him  for  printing  United  States  notes. 

1  Superseded  by  Act  of  Jan.  14,  1875. 

2  See  sec.  5184,  p.  38. 

8  See  Sees.  3412,  3413,  page  40. 
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Act    Of  February    14,    1§§0 — Authorizing    the    conversion    of   national    gold 

banks. 

Be  it  enacted,  etc.,  That  any  national  gold  bank  organized  under  the  provisions  of 
the  laws  of  the  United  Slates  may,  in  the  manner  and  subject  to  the  provisions  pre- 
scribed by  section  5154  of  the  Revised  Statutes  of  the  United  States,  for  the  conversion 
of  banks  incorporated  under  the  laws  of  any  State,  cease  to  be  a  gold  bank,  and  become 
such  an  association  as  is  authorized  by  section  5133,  for  carrying  on  the  business  of 
banking,  and  shall  have  the  same  powers  and  privileges,  and  shall  be  subject  to  the  same 
duties,  responsibilities  and  rules,  in  all  respects,  as  are  by  lavv  prescribed  for  such  asso- 
ciations :  Provided,  That  all  certificates  of  organization  which  shall  be  issued  under  this 
act  shall  bear  the  date  of  the  original  organization  of  each  bank  respectively  as  a  gold 
bank. 

Act  Of  July   12,   1882 — To    enable    national   banking    associations    to    extend 
their  corporate  existence,  and  for  other  purposes. 

Be  it  enacted,  etc.,  That  any  national  banking  association,  organized  under  the  acts  of 
February  25th,  1863,  June  3d,  1864,  and  February  14th,  1880,  or  under  sections  5133, 
5134,  5135,  5136  and  5154  of  the  Revised  Statutes  of  the  United  States,  may,  at  any 
time  within  the  two  years  next  previous  to  the  date  of  the  expiration  of  its  corporate 
existence  under  present  law,  and  with  the  approval  of  the  Comptroller  of  the  Currency, 
to  be  granted  as  hereinafter  provided,  extend  its  period  of  succession  by  amending  its 
articles  of  association  for  a  term  of  not  more  than  twenty  years  from  the  expiration  of 
the  period  of  succession  named  in  said  articles  of  association,  and  shall  have  succession 
for  such  extended  period,  unless  sooner  dissolved  by  the  act  of  shareholders  owning  two- 
thirds  of  its  stock,  or  unless  its  franchise  becomes  forfeited  by  some  violation  of  law,  or 
unless  hereafter  modified  or  repealed. 

******** 

Sec.  6.  That  the  circulating  notes  of  any  association  so  extending  the  period  of  its 
succession  which  shall  have  been  issued  to  it  prior  to  such  extension  '.hall  be  redeemed 
at  the  Treasury  of  the  United  States,  as  provided  in  section  3  of  the  act  of  June  20th, 
1874,  entitled  "  An  act  fixing  the  amount  of  United  States  notes  providing  for  redistri- 
bution of  national  bank  currency,  and  for  other  purposes,"  and  such  notes  when  re- 
deemed shall  be  forwarded  to  the  Comptroller  of  the  Currency,  and  destroyed,  as  nr^w 
provided  by  law  ;  and  at  the  end  of  three  years  from  the  dat>  of  the  extension  of  the 
corporate  existence  of  each  bank  the  associati  n  so  extended  shall  deposit  lawful  money 
with  the  Treasury  of  the  United  States  sufficient  to  redeem  the  remainder  of  the  circula- 
tion which  was  outstanding  at  the  date  of  its  extension,  as  provided  in  sections  5222, 
5224,  and  5225  of  the  Revised  Statutes ;  anda~y  gain  that  may  arise  from  the  failure  to 
present  such  circulating  notes  for  redemption  shall  inure  to  the  berefit  of  the  United 
Slates  ;  and  fiom  time  to  time,  as  such  notes  are  redeemed  or  lawful  money  deposited 
therefor  as  provided  herein,  new  circulating  n<  tes  shall  be  issued  as  provided  by  this 
act,  bearing  such  devices,  to  be  approved  by  the  Secretary  of  the  Treasury,  as  shall  ma!:o 
them  readily  distinguishable  from  the  circulating  notes  heretofore  issued  ;  ^  Provided, 
hoimver,  That  each  banking  association  which  shall  obtain  the  benefit  of  this  act  shad 
reimburse  to  the  Treasury  the  cost  of  preparing  the  plate  or  plates  for  such  new 
circulating  notes  as  shall  be  iesued  to  it. 

******** 

Sec.  8.  That  national  banks  now  organized  or  hereafter  organized,  having  a  capi- 
tal of  $150,000  or  less,  shall  not  be  required  to  keep  on  deposit  or  deposit  with  the 
Treasurer  of  the  United  States  bonds  in  excess  of  one-fourth  of  their  capital  stock  as 
security  for  their  circulating  notes,  but  such  banks  shall  keep  on  deposit  or  deposit  with 
the  Treasurer  of  the  United  States  the  amount  of  bonds  as  herein  required;  and  surh. 
of  those  banks  having  on  deposit  bonds  in  excess  of  that  amount  are  authorized  to  re- 
duce their  circulation  by  the  deposit  cf  lawful  money  as  provided  by  law  ;  Provided 
That  the  amount  of  such  circulating  notes  shall  not  exceed  inany  case  ninety  per  centum 
of  the  par  value  of  the  bonds  deposited  as  herein  provided:  Provided  further,  That 
the  national  banks  which  shall  hereafter  make  deposits  of  lawful  money  for  the  retire- 
ment in  full  of  their  circulation  shall,  at  the  time  of  their  deposit,  be  assessed,  fcr  C:e 
cost  of  transporting  and  redeeming  their  notes  then  outstanding  a  sum  equal  to  the 
average  cost  of  the  redemption  of  national-bank  notes  during  the  preceding  year,  and 
shall  thereupon  pav  such  assessment ;  and  all  national  banks  which  have  heretofore 
made  or  shall  hereafter  make  deposits  of  lawful  money  for  the  reduction  of  their  circu- 
lation, shall  be  assessed,  and  sha  1  pay  an  assessment  in  the  manner  specified  in  section 
3  of  the  act  approved  June  20th,  1874,  for  the  cost  of  transporting  and  redeeming  their 
notes  redeemed  from  such  deposits  subsequently  to  June  30th.  1881. 

Sec.  9.  That  any  national  banking  association  now  organized,  cr  hereafter  organized, 
desiring  to  withdraw  its  circulating  notes,  upon  a  deposit  of  lawful  money  with  the 
Treasurer  of  the  United  States,  as  provided  in  section  4  of  the  act  cf  June  20th,  1874, 
entitled  "  An  act  fixing  the  amount  of  United  States  note-*,  providing  for  a  redistribution 
of  national-bank  currency,  and  for  other  purposes,"  or  as  provided  in  this  act,  is 
authorized  to  deposit  lawful  money  and  withdraw  a  proportionate  amount  of  the  bonds 
held  as  security  for  its  circulating  notes  in  the  order  of  such  deposits  ;  and  no  national 
bank  which  makes  any  deposit  of  lawful  money  in  order  to  withdraw  its  circulating 
notes  shall  be  entitled  to  receive  any  increase  of  i:s  circulation  for  the  period  of  six 


44 

months  from  the  time  it  made  such  deposit  of  lawful  money  for  the  purpose  aforesaid : 
Provided,  That  not  more  than  $3,000,000  of  lawful  money  shall  be  deposited  during  any 
calendar  month  for  this  purpose  :  And  provided  further,  That  the  provisions  of  this 
section  shall  not  apply  to  bonds  called  for  redemption  by  the  Secretary  of  the  Treasury, 
nor  to  the  withdrawal  of  circulating  notes  in  consequence  thereof. ' 

Sec.  10.  That  upon  a  deposit  of  bonds  as  described  by  sections  5159  and  5160, 
except  as  modified  by  section  4  of  an  act  entitled  "An  act  fixing  the  amount  of  United 
States  notes,  providing  for  a  redistribution  of  the  national-bank  currency,  and  for  other 
purposes,'-'  approved  June  20th,  1874,  and  as  modified  by  section  8  of  this  act,  the 
association  making  the  same  shall  be  entitled  to  receive  from  the  Comptroller  of  the 
Currency  circulating  notes  of  different  denominations,  in  blank,  registered  and  counter- 
signed as  provided  by  law,  equal  in  amount  to  ninety  per  centum  of  the  current  market 
value,  not  exceeding  par,  of  the  United  States  bonds  so  transferred  and  delivered,  and  s$ 
no  time  shall  the  total  amount  of  such  notes  issued  to  any  such  association  exceed  ninety 
per  centum  of  the  amount  at  such  time  actually  paid  in  of  its  capital  stock  ;  and  the 
provisions  of  sections  5171  and  5176  of  the  Revised  Statutes  are  hereby  repealed. 
*  *  *  *  *  *  *  * 

Sec.  12.  That  the  Secretary  of  the  Treasury  is  authorized  and  directed  to  receive  de- 
posits of  gold  coin  with  the  Treasurer  or  assistant  treasurers  of  the  United  States,  in  sums 
not  less  than  twenty  dollars,  and  to  issue  certificates  therefor  in  denominations  of  not 
loss  than  twenty  dollars  each,  corresponding  with  the  denominations  of  United  States 
notes.  The  coin  deposited  for  or  representing  the  certificates  of  deposit  shall  be  retained 
in  the  Treasury  for  the  payment  of  the  same  on  demand.  Said  certificates  shall  be 
receivable  for  customs,  taxes,  and  all  public  dues,  and  when  so  received  may  be  reissued  ; 
and  such  certificates,  as  also  silver  certificates,  when  held  by  any  national  banking  asso- 
ciation, shall  be  counted  as  part  of  its  lawful  reserve  ;  and  no  national  banking  association 
shall  be  a  member  of  any  clearing-house  in  which  such  certificates  shall  notbereceiva^e 
in  the  settlement  of  the  clearing-house  balances :  Provided,  That  the  Secretary  of  the 
Treasury  shall  suspend  the  issue  of  such  gold  certificates  whenever  the  amount  of  gold 
coin  and  gold  bullion  in  the  Treasury  reserved  for  the  redemption  of  United  States  notes 
falls  below  one  hundred  millions  of  dollars  ;  and  the  provisions  of  section  5207 
of  the  Revised  Statutes  shall  be  applicable  to  the  certificates  herein  authorized  and 
directed  to  be  issued. 

******** 

A-Ct  of  MaTCll  3,   1887 — To  provide  for  additional  reserve   and  central  reserve 

cities. 

Be  it  enacted,  etc.,  That  whenever  three-fourths  in  r umber  of  the  national  banks 
located  in  any  city  of  the  United  States  having  a  population  of  50,000  people  shall 
make  application  to  the  Comptroller  of  the  Currency,  in  writing,  asking  that  the  name 
of  the  city  in  which  such  banks  are  located  shall  be  added  to  the  cities  named  in  sec'ions 
5191  and  5192  of  the  Revised  Statutes,  the  Comptroller  shall  have  authority  to  grant 
such  request,  and  every  bank  located  in  such  city  shall  at  all  times  thereafter  have 
on  hand,  in  lawful  money  of  the  United  States,  an  amount  equal  to  at  least  twenty- 
live  per  centum  of  its  deposits,  as  provided  in  sections  5191  and  5195  of  the  Revised 
Statutes. 

Sec.  2.  That  whenever  three-fourths  in  number  of  the  national  banks  located 
in  any  city  of  the  United  States  having  a  population  of  200,000  people  shall  make 
application  to  the  Comptroller  of  the  Currency,  in  writing,  asking  that  such  city  mny  be 
a  central  reserve  city,  like  the  city  of  New  York,  in  which  one-half  of  the  lawful  money 
reserve  of  the  national  banks  located  in  other  reserve  cities  may  be  deposited,  as  provided 
in  section  5195  of  the  Revised  Statutes,  the  Comptroller  shall  have  authority,  with  the 
approval  of  the  Secretary  of  the  Treasury,  to  grant  fuch  request,  and  every  bank  located 
in  such  city  shall  at  all  times  thereafter  have  on  hand,  in  lawful  money  of  the  United 
States,  twenty-five  per  centum  of  its  deposits,  as  provided  in  section  5191  of  the  Revised 
Statutes. 

Sec  3.  That  section  3  of  the  act  of  January  14,  1875,  entitled  an  u  An  act  to  provide 
for  the  resumption  of  specie  payments,  be,  and  the  same  is  hereby,  amended  by  adding 
after  the  words  •'  New  York"  the  words  "  and  the  city  of  San  Francisco,  California."  2 

Act   Of  JlllT  14,1890 — Directing  the  purchase  of  silver  bullion,  etc. 

*********** 

Sec.  6.  That  upon  the  passage  of  this  act  the  balances  standing  with  the  Treasurer 
of  the  United  States  to  the  respective  credits  of  natLnal  banks  for  deposits  made  tore 
deem  the  circulating  notes  of  such  banks,  and  all  deposits  thereafter  received  for  like 
purpose,  shall  be  covered  into  the  Treasury  as  a  miscellaneous  receipt,  and  the  Treasury 
of  the  United  States  shall  redeem  from  the  general  cash  in  the  Treasury  the  circulating 
notes  of  said  banks  which  may  come  into  his  possession  subject  to  redemption  ;  and  upon 
the  certificate  of  the  Comptroller  of  the  Currency  that  such  notes  have  been  received  by 
him  and  that  they  have  been  destroyed  and  that  no  new  notes  will  be  issued  in  their 
place,  reimbursement  of  their  amount  shall  be  made  to  the  Treasurer,  under  such  regu- 
lations as  the  Secretary  of  the  Treasury  may  prescribe,  from  an  appropriation  hereby 
created,  to  be  known  as  '*  National  bank  notes  :  Redemption  account,"  but  the  provisions 

»  See  Act  July  14, 1890,  page  44.  2  See  page  30. 
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of  this  act  shall  not  apply  to  the  deposits  received  under  section  3  of  the  act  of  June 
30th,  1874,  requiring  every  National  bank  to  keep  in  lawful  money  with  the  Treasurer 
of  the  United  States  a  sura  equal  to  five  per  centum  of  its  circulation,  to  he  held  and 
used  for  the  redemption  of  its  circulating  notes  ;  and  the  balance  remaining  of  the  de- 
posits so  covered  shall,  at  the  close  of  each  month,  be  reported  on  the  monthly  public 
debt  statement  as  debt  of  the  United  States  bearing  no  interest.  See  Act  of  July  12, 
1892,  and  June  20,  1874. 

[For  remainder  of  the  act  see  under  Coinage.] 


APPENDIX. 


Coins  op  the  United  States,  Authority  for  Coining,  and  Changes  in  Weight 
and  Fineness,  Total  Amount  Coined,  Legal  Tender  Quality. 


Gold  Coins. 


DOUBLE   EAGLES. 


Authorized  to  be  coined,  act  of  March  3,  1849. 
Weight,  516  grains  ;  fineness,  .900. 


Total  amount  coined  to  December  31,  1894,  $1,210,- 

703,700. 
Full  legal  tender. 


Authorized  to  be  coined,  act  of  April  2, 1792. 
Weight,  270  grains  ;  fineness.  .916%. 
Weight  changed,  act  of  June  28,  1834,  to  258  grains. 
Fineness  changed,  act  of  JuDe  28, 1834,  to  .899,225. 


Fineness  changed,  act  of  January  18,  1837,  to  .900. 
Total  amount  coined  to  December  31,  1894,  $259,- 

127,230. 
Full  legal  tender. 


HALF   EAGLES. 


Authorized  to  be  coined,  act  of  April  2,  1792. 
Weight,  135  grains  ;  fineness.  916% . 
Weight  changed,  act  of  June  28, 1834,  to  129  grains. 
Fineness  changed,  act  of  June  28,  1834,  to  .809,225. 


Fineness  changed,  act  of  January  18,  1837,  to  .900. 
Total  amount  coined  to  December  31,  1894,  $212,- 

921,675. 
Full  legal  tender. 


QUARTER  EAGLE. 


Authorized  to  be  coined,  act  of  April  2, 1792. 
Weight,  67.5  grains  ;  fineness,  .916%. 
Weight  changed,  act  of  June  28, 1814,  to  64.5  grains. 
Fineness  changed,  act  of  June  28,  1834,  to  .899,225. 


I    Fineness  changed,  act  of  January  18,  1837,  l*  °™ 
Total  amount  coined  to  December  31,  1894,  $28,G8i, 
005. 
I    Full  legal  tender. 


THREE -DOLLAR   PIECE. 


Authorized  to  be  coined,  act  of  February  21, 1853. 

Weight,  77.4  grains  ;  fineness,  .900. 

Coinage  discontinued,  act  of  September  26,  1890. 


Total  amount  coined,  $1,619,376. 
Full  legal  tender. 


ONE   DOLLAR. 


Authorized  to  be  coined,  act  March  3, 1849. 

Weight,  25.8  grains  ;  fineness,  .900. 

Coinage  discontinued,  act  of  September  26, 1890. 


Total  amount  coined,  $19,499,337. 
Full  legal  tender. 


Silrer  €oin§. 

DOLLAR. 


Authorized  to  be  coined,  act  of  April  2,  1792. 

Weight,  416  grains  ;  fineness,  .892.4. 

Weight  changed,  act  of  January  18,  1837,  to  412^ 

grains. 
Fineness  changed,  act  of  January  18,  1837,  to  .900. 
Coinage  discontinued,  act  of  February  12,  1873. 


Total  amount  coined  to  February  12,  1873,  $:,33i,- 

238. 
Coinage  reauthorized,  act  of  February  28,  1C78 
Coinage  discontinued  after  Juiy  I,  1891,  except  for 

certain  purposes,  act  July  14.  189.J. 
Amount  coined  to  December  31,  1894,  $430,457,937. 
Full  legal  tender. 


TRADE   DOLLAR. 


Authorized  to  be  coined,  act  of  February  12, 1873. 
Weight,  420  grains  ;  fineness,  4.900. 
Legal  tender  limited  to  $5,  act  June  22, 1874  (Rev. 
Stats.). 


Coinage  limited  to  export  demand  and  legal-tender 
quality  repealed,  joint  resolution,     uiy  22,  Li'G. 
Coinage  discontinued,  act  February  19,  18.7. 
Total  amount  coined,  $35,935,924. 


HALF  DOLLAR. 


Authorized  to  be  coined,  act  of  April  2,  1792. 

Weight,  208  grains  ;  fineness,  .892.4. 

Weight  changed,  act  of  January  18,  1837,  to  206J4 

grains. 
Fineness  changed,  act  of  January  18, 1837,  to  .900. 
Weight  changed,  act  of  February  21,  1853,  to  192 

grains. 


Weight  changed,  act  of  February  12,  1873,  to  12)tf 

grams,  or  192.9  grains. 
Total  amount  coined  to  December  31,  1894,  $132,. 

259,051. 
Legal  tender,  $10. 


COLUMBIAN  HALF  DOLLAR. 


Authorized  to  be  coined,  act  of  August  5, 1892. 
Weight,  192.9  grains  ;  fineness,  .900. 


Total  amount  coined,  $2,501,052.50. 
Legal  tender,  $10. 
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QUARTER  DOLLAR. 


Authorized  to  be  coined,  act  of  April  2, 1792. 

Weight,  104  grains  ;  fineness,  .892.4. 

Weight  changed,  act  of  January  18, 1837,  to  103^ 

grains. 
Fineness  changed,  act  of  January  18,  1837,  to  .900. 
Weight  changed,  act  of   February   21,  1853,  to  96 

grains. 


Weight  changed,  act  of  February  12,  1873,  to  6J4 

grams,  or  96.45  grains. 
Total  amount  coined  to  December  31, 1894,  $48,183,- 

179.25. 
Legal  tender,  $10. 


COLUMBIAN  QUARTER  DOLLAR. 


Authorized  to  be  coined,  act  of  March  3, 1893. 
Weight,  96.45  grains  ;  fineness,  .900. 


The  total  amount  coined,  $10,005.75. 
Legal  tender,  $10. 


TWENTY-CENT  PIECE. 


Authorized  to  be  coined,  act  of  March  3, 1875. 
Weight,  5  grams,  or  77.16  grains  ;  fineness,  .900. 


Coinage  prohibited,  act  of  May  2, 1878. 
Total  amount  coined,  $271,000. 


DIME. 


Authorized  to  be  coined,  act  of  April  2, 1792. 

Weight,  41.6  grains  ;  fineness,  .892.4. 

Weight  changed,  act  of  January  18, 1837,  to  41^ 

grains. 
Fineness  changed,  act  of  January  18, 1837,  to  .900. 
Weight  changed,  act  of  February  21,  1853,  to  38.4 

grains. 


Weight  changed,  act  of   February  12,  1873,  to  2* 

grams,  or  38.58 grains. 
Total  amount  coined  to  December  31, 1894,  $28,610,- 

171.30. 
Legal  tender,  $10. 


HALF  DIME. 


Authorized  to  be  coined,  act  of  April  2, 1792. 

Weight,  20.8  grains  ;  fineness,  .892.4. 

Weight  changed,  act  of  January  18,  1837,  to  20^ 

grains. 
Fineness  changed,  act  of  January  18, 1837,  to  .900. 


Weight  changed,  act  of  February  21,  1853,  to  19.& 

grains. 
Coinage  discontinued,  act  of  February  12, 1873. 
Total  amount  coined,  $4,880,219.40. 


THREE-CENT   PIECE. 


Authorized  to  be  coined,  act  of  March  3, 1851. 
Weight,  12%  grains  ;  fineness,  .750. 
Weight  changed,  act  of   March  3,  1853,  to  11.52 
grains. 


Fineness  changed,  act  of  March  3, 1853,  to  .900. 
Coinage  discontinued,  act  of  February  12, 1873. 
Total  amount  coined,  $1,282,087.20. 


Minor  Coins. 


FIVE   CENT   (NICKEL). 


Authorized  to  be  coined,  act  of  May  16, 1866. 
Weight,  77.16  grains,  composed  of  75  per  cent,  cop- 
per and  25  per  cent,  nickel. 


Total    amount    coined    to    December    31,    1894, 

$13,553,730.50. 
Legal  tender  for  $1,  but  reduced  to  25  cents  by  act 

of  February  12, 1873. 


THREE  CENT  (NICKEL). 


Authorized  to  be  coined,  act  of  March  3,  1865. 
Weight,  30  grains,  composed  of  75  per  cent,  copper 

and  25  per  cent,  nickel. 
Total  amount  coined,  $941,349.48. 


Legal  tender  for  60  cents,  but  reduced  to  2o  cents  by 

act  February  12,  1873. 
Coinage  discontinued,  act  of  September  26,  1890. 


TWO  CENT  (BRONZE). 


Authorized  to  be  coined,  act  of  April  22, 1864. 
Weight,  96  grains,  composed  of  95  per  cent,  copper 
and  5  per  cent,  tin  and  zinc. 


Coinage  discontinued,  act  of  February  12.  1873. 
Total  amount  coined,  $912,020. 


CENT   (COPPER). 


Authorized  to  be  coined,  act  of  April  2, 1792. 
Weight,  264  grains. 

Weight  changed,  act  of  January  14,  1793,  to  208  | 
grains. 


Weight  changed  by  proclamation  of  the  President* 
January  26,  1793,  in  conformity  with  act  of 
March  3, 1795,  to  168  grains. 

Coinage  discontinued,  act  of  February  21, 1857. 

Total  amount  coined,  $1,562,887.44. 


CENT  (NICKEL). 


Authorized  to  be  coined,  act  of  February  21, 1857. 
Weight,  72  grains,  composed  of  88  per  cent,  copper 
and  12  per  cent,  nickel. 


Coinage  discontinued,  act  of  April  22, 1864. 
Total  amount  coined,  $2,007,720. 


CENT  (BRONZE). 


Coinage  authorized,  act  of  April  22,  1864. 
Weight,  48  grains,  composed  of  95  per  cent,  copper 
and  5  per  cent,  tin  and  zinc. 


Total    amount    coined    to    December    31,    1894, 

$7,463,898.26. 
Legal  tender,  25  cents. 


HALF  CENT  (COPPER). 


Authorized  to  be  coined,  act  of  April  2, 1792. 
Weight,  132  grains. 

Weight  changed,  act  of  January  14,  1793,  to  104 
grains. 


Weight  changed  by  proclamation  of  the  President, 
January  26,  1796,  in  conformity  with  act  of 
March  3,  1795,  to  84  grains. 

Coinage  discontinued,  act  of  February  21, 1857. 

Total  amount  coined,  $39,926.11. 
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Abrasion,  gold  coins,  13. 

Accounts  of  bullion  and  coinage, 
7,14. 

Alloy,  coins,  3,  6, 11,  12,  13,  46. 

Appendix,  45-46. 

Assaying  of  Bullion,  14 ;  coins, 
3;  standard  for  (1792),  4. 

Bank,  currency  laws,  31^44. 

Bank  of  V.  S.,  First  and  Second, 
31-34. 

Banks  {see  National  Banks,  Gold 
Banks,  State  Banks),  U.S.Direc- 
tors  and  President,  31  ;  Charter, 
31, 32;  Capital  Stock,  31-33  ;  Not 
to  suspend  Specie  Payments, 
33  :  Bonus,  &3  ;  Branches  of,  36  ; 
Revised  Statutes,  36-40 ;  State, 
tax  on,  35-40 ;  to  become  Na- 
tional banks,  33,  35. 

Bills  of  Credit,  2. 

Bimetallism.  18,  22. 

"Bland-Allison'"     Act,   18,    22. 

Bonds  (see  Circulation),  23,  36, 41, 
43 ;  amt.  of  on  deposit  reduced, 
41,  43  ;  Cancellation  of,  34 ;  de- 
preciation of,  3?  ;  forfeiture  of, 
33  ;  interest  on,  23  ;  receivable, 
36;  to  secure  Treasury  notes,  23  ; 
to  equal  £  Bank's  Capital,  36. 

Bonus  by  Bank  of  U.  S.,  33. 

Branches  of  banks,  36. 

Bronze  coin*,  11,  12,  13,  17,  46 ; 
Legal  Tender,  11, 12,  17. 

Bullion,  accounts  of  and  coinage 
of,  7  ;  amount  of.  received  not 
lessthan  $li  0,  7  ;  assaying  of,  3, 
14  ;  certificates,  '.0  ;  issued,  1?  ; 
deposits,  1?  ;  depo^itedforcoin, 
6  ;  depo-itors1  rights,  14  ;  dis- 
counts or  interest  not  charge- 
able, 8 ;  exchanged  for  coin,  3  ; 
.fineness  of,  14  ;  gold,  14  ;  how 
weighed,  7 ;  memorandum,  3  ; 
payment  of  coins  for,  7  ;  refusal 
of,  7 ;  Secretary  of  Treasury  to 
furnish  money  for  exchanges,  3; 
Sherman  Act  (18C0),  ^0  ;  silver, 
14,15;  purchase  of  silver,  20; 
transportation  charges  paid  on 
coins,  15 ;  unparteJ,  how  ex- 
changed, 16. 

Bureau,  printing  and  engraving, 
17  ;  treasury,  36,  37. 

Cancellation  of  fractional  cur- 
rency, 1 1,  2.1  ;  of  U.  S.  notes,  2t», 
28, 29,  30  ;  of  Treasury  notes,  25. 

Cent,  2,  7,  10,  46  ;  live  cent  piece, 
12;  a  legal  tenler,  11, 12  ;  three 
cents,  9,  10,  46 ;  two  cents,  11, 
46;  legal  tender,  11,  12. 

Certificates  authorized  on  coin, 
31 ;  currency,  §  5191,  39  ;  deposit 
of  bonds,  23,  24 ;  deposits  of 
gold,  17,  2'i,  44  :  when  to  stop, 
44  ;  issued  for  bullion,  17,  20  ; 
silver,  18,  20  ;  receivable  in 
clearing  house  settlements,  44  ; 
denominations  of,  20;  of  in- 
debtedness, 24 ;  temporary  loan, 
27,  28,  29,  3x 

Charges,  gold  bullion,  3, 14.  30  ; 
for  coining,  7,  10,  17;  silver 
bullion,  10,  14, 18. 

Charter,  First  Bank  of  IT.  S.,  31. 
32 ;  Second  Bank,  32;  National 
banks,  36. 

Circulation,  43  ;  of  National 
banks  apportioned,  34,  37,  38  ; 
Government  lien  upon  bonds 
for,  40 ;  equalization  of  circula- 
tion, 41;  increased,  35;  limited, 
85 ;    National  Bank  notes  less 

v  than  SI  prohibited,  25  ;  issued 
to  new  associations,  42  ;  notes 
reduced,  37,  41 ;  redemption 
how  managed,  43  ;    requisitions 


upon  National  banks  for,  41  ; 
State  banks,  tax  on,  40,  42  ;  to 
equalize,  38 ;  Treasury  notes 
limited,  34 ;  reduction  sus- 
pended, 21 ;  withdrawal  of,  41. 

Circulating  note?,  penalty  on,  42  ; 
redemption  of,  44. 

Coin,  assay  of,  3  ;  purchase  by 
Secretary  Treasury,  17 ;  to  pur- 
chase, 1862,  24. 

Coinage,  account  of,  7  :  amount 
of,  45,  46  ;  anew  of  foreign 
coins,  16  ;  of  bullion  in 
dollars  (1878),  18  ;  charge,  3, 14  ; 
copper.  2,  4 ;  regulation  of,  4 ; 
deviations  in  (1837),  7 ;  for 
foreign  countries,  13;  gold 
dollars  and  double  eagles,  8 ; 
of  gold  without  charge  (1875), 
30;  limited,  11;  Laws,  2-22; 
minor,  to  cease,  15 ;  Revised 
Statutes,  13-17  ;  State  forbidden 
to  coin  money,  2  ;  three  dollar 
discontinued,  21;  Twenty-cent 
pieces  abolished  in  1878, 19. 

Coins,  alloy  of,  3,  6, 11,  12, 13,  46  ; 
assayed  standard  1792, 4;  bronze 
11,  12,  13,  17,  46  ;  bullion  de- 
posited for,  6 ;  certificates 
authorized,  31 ;  commission  to 
examine,  8,  16 ;  copper,  11 ; 
delivery  of,  8  ;  copper,  weight 
of,  6;  designs,  2,  6,  14,  21  ;  re- 
duced by  President.  5;  debasing, 
4  ;  denominations,  2,  45-46 ; 
delivery  of,  3;  duties  payable 
in,  23;  five-cent  piece,  10,  12; 
fineness  of  coins,  1 1;  judged  by 
commission,  16;  foreign  coins 
receivable,  10;  foreign  value 
regulated,  2,  4;  legal  tender,  4, 
5;  not  legal  tender,  10  (1874),  17; 
recoinage  of  foreign  coins, 
16  ;  fractional,  30  ;  two-cent 
piece,  11,  46  ;  Gold  Coins,  2, 12, 
13, 14,45:  deviations,  15;  change 
of  standard  and  weight,  6  ; 
legal  tender,  8,  12,  17;  rate  of 
anterior  to,  (1834),  (i ;  recoin- 
age of,  13;  three-dollar  piece,  9, 
45  ;  weight  of  1834-37,  6  ; 
Minor  Coins,  4,  5,  46;  how  deliv- 
ered and  distributed,  15;  legal 
tender  (1875),  17;  redemption  of , 
15, 17;  Nickel,  legal  tender,  11, 
12, 17;  coins  receivable  at  Treas- 
ury. 17;  payment  of,  for  bullion, 
7,  15;  Silver  coins,  denomina- 
tion, 17, 45-46;  enumeration,  13; 
legal  tender,  8,  1874,  17;  subsid- 
iary legal  tender,  (1874),  17 ; 
three-cent  piece,  9,  18,  11  ; 
twenty-cent  piece  (1874),  17  ; 
abolished  1878,  19;  weighing, 
15;  weights  of  gold  and  silver 
(1792),  3;  (1837),  6;  (18r4),  13; 
gold  weight  reduced  (1834).  6; 
withdrawal  of  gold,  13  (see 
Standard,  Appendix),  45-46. 

Commission,  to  examine  coins,  8, 
14,  16. 

Commissioners,  to  Conference,  18. 

Compound  Interest  notes,  28. 

Comptroller,  41 ;  duties  in  closing 
up  National  banks,  40:  National 
banks  to  report  to,  3">,  39 ;  to 
destroy  notes,  43  ;  to  report  to 
Secretary  of  Treasury,  29  ;  to 
furnish  plates,  37 ;  to  appoint 
receivers,  40 ;  to  is3ue  notes  to 
new  associations,  42. 

Conference,  bimetallic,  18. 

Conformity  of  gold  and  silver 
coins,  3,  11,  16. 

Congress,  power  to  coin  money,  2; 
Director  of  Mint  to  report  to,  3. 


Constitutional  provisions,  2. 

Conversion  of  gold  banks,  43 ; 
State  bank 8  into  National,  34. 

Copper  (see  Coins  and  Coinage). 

Counterfeiting  cents,  11;  foreign 
and  United  States  coins,  6,  8, 21 ; 
also  pages  27,  29,  32,  37  ;  appro- 
priation for  detecting,  25. 

Currency,  bank,  laws  pertaining 
to,  31-44. 

Currency,  Fractional.  11,  17,  26, 
29;  attempts  to  prohibit,  25  ;  in- 
creased to  50m. ,  is  ;  kinds  of, 
etc.,  29;  limited,  26,  27;  was 
less  than  5c,  11  ;  paid  by  frac- 
tional coins,  30  ;  redemption  of, 
29 ;  reduction  of  suspended 
1868,  28 ;  Secretary  of  Treasury 
ri^ht  to  issue,  2  5. 

Currency,  Government,  22-31  ; 
Bureau  to  regulate,  3  > ;  limited, 
31 ;  transfer  from  State  to  Na- 
tional banks,  33 ;  Revised  Stat- 
utes, 29,  30  ;  reduction  of  sus- 
pended (1868>,  25,  28. 

Currency,  National.  See  Govern- 
ment Currency,  Circultiion, 
National  Bank  notes,  United 
States  notes. 

Denominations  (see  various 
moneys),  45,  46  ;  National  bank 
notes,  37 ;  silver  coins,  17 ; 
Treasury  notes,  22,  27  ;  U.  S. 
notes,  24. 

Deposit,  bonds,  36  ;  amount  of  re- 
duced, 41, 43  ;  certificates  of,  23, 
27. 

Depositors,  of  bullion,  rights  of, 
14  ;  payment  of  coin  to,  15. 

Deposits,  in  United  States  Treas- 
ury, 39,  40,  41 ;  interest  on,  27  ; 
National  banks,  36 ;  Reserve 
determined  by,  40 ;  Treasury 
notes,  26. 

Designs  of  coins,  2,  6,  14,  21,  26. 

Dies,  obverse,  destroyed  each 
year,  16. 

Dimes  and  half  dimes,  2,  6,  9,  13, 
17,  46. 

Director  of  Mint,  2,  3,  6. 

Discount  or  interest  not  charge- 
able on  bullion,  8. 

Dollar,  11, 12, 18, 20,  21,  22  ;  devia- 
tions from,  7, 15  :  half,  2,  6,  9  ;. 
gold,  8  ;  legal-tender,  6,  8, 
22  ;  Mexican,  10  ;  quarter,  2,  G, 
9, 13, 15  ;  silver  standard,  3, 15, 
18 :  Spanish  dollar,  4,  5  ;  trade 
dollar  coined  into  standard,  20 ; 
legal  tender,  13;  not  legal  tender 
(1S76),  17  ;  three  dollar  estab- 
lished, 9  ;  discontinued,  21  : 
weight  of,  2,  6,  9,  45  ;  half  a*  d 
quarter  (1857),  6  ;  (1853',  9, 45, 46. 

Dudes,  payable  in  coin,  23  ;  in 
certificates,  18,  44;  in  Sherman 
notes,  21. 

Eagles,  double,  half  and  quarter, 
2,  6,  8, 15,  45  ;  legal  tender,  8. 

Embezzlement,  penalty  for,  4. 

England,  Exchange  between 
United  States,  16;  rates  of 
coins,  4, 5. 

Examination  of  National  banks* 
40. 

Exchange,  bullion  unparted,  16  ; 
bullion  for  coin,  3  ;  silver  coins 
for  gold  coins,  14,  15  ;  U.  S. 
State  notes  for  bonds,  24 ; 
ceases,  '26  ;  Treasury  notes  for 
bonds,  27  ;  of  Treasury  notes, 
26  ;  United  States  and  England 
(see  Sovereign),  16. 

Expenses,  of  Mint,  how  met,  2,  3  'v 
renning,  3  ;  assorting  and  lltkt&* 
porting  notes,  87,  41. 
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Fineness,  bullion,  14;  coins,  3,  14; 
Commissioners  judge  of,  8,  14, 
16. 
Foreign  Coim,  legal-tender  value, 
4,    6 ;     receivable,    10 ;    value 
regulated,  2. 
Fractional     Currency   (see    Cur- 
rency, Fractional). 
France,  coins  of,  how  rated,  4,  5. 
Gold  H  mkii,  38.  42;  conversion,  43; 

reserve  of,  39. 
Gold  BuUion,  14 ;  bars  of,  9,  10, 
14,  15,  19,21  ;  rig'.ts  of  deposit- 
ors, 14. 
Gold  Certificates,  17, 26, 44  ;  when 

to  cease,  44. 
Gold  Coins,  2  ;  abrasion  of,   13 ; 
deviations,  15 ;  enumeration  of, 
2,  6,  12,  13,  45;  exchange  for  sil- 
ver coins,  14,  15  ;  France,  4,  5  ; 
Great     Britain,     4,    5 ;     legal 
tender  (1792),  3,  (1837)  6, 12,  17; 
rate     anterior     to     (185*4),    6 ; 
received   for   gold    bars,     19 ; 
standard      (1834),      (1837),     6; 
weight     reduced      (1834),      6; 
weighing  of,  15 ;  withdrawal  of, 
after  20  years,  13. 
Gold  Notes,  how  issued,  38. 
Great    Britain,    coins   of,    how 

rated,  4,  5. 
Interest,  on  Treasury  Notes  22, 
24.  25,  26, 27;  on  tamporary  loan 
certificates,  28,  35. 
Laws,  bank  currency,  31-44 ; 
coinage,  2-22;  currency,  govern- 
ment, 22,  31. 
Legal  Tender,  bronze  coins  and 
nickel  coins,  11,  12,  17  ;  cents, 
10,  11,  12,  17,  46  ;  five  cents, 
12,  17;  three  cents,  10,  17; 
two  cents,  11 ;  double  eagle, 
eagle,  8, 17 ;  foreign  coins,  not 
legal  tender  (1874),  17 ;  foreign 
coins,  value  of,  4,  5  ;  gold  coins 
(1792),  3,  (1837),  6,  12,  (1874),  17  ; 
minor  coins  (1874 \  17  ;  national 
bank  notes  {quasi),  38, 40  ;  notes, 
payment  in  specie,  30 ;  silver 
coins  (1792),  3;  (1837),  6,  12; 
(1874),  1/;  standard  silver  dol- 
lar, IS  ;  Stales  restrained  from 
issuing,  2 ;  subsidiary  coins 
(1879),  19  ;  trade  dollar,  13, 17  ; 
treasury  notes,  25,  27-30;  na- 
tional legal  tender,  30 ;  United 
States  notes,  24, 10. 
Loans,  national,  authorized,  22. 
Mexican  Dollar,  10. 
Minor  Coins  (see  Coins  and  Coin- 
age), 43. 
Mint  additional  legislation  (1837), 
6 ;  charges  for  refining,  7 ; 
Director  to  report  to  Congress, 
3,  6  ;  established,  2  ;  expenses, 
how  met,  2  ;  location,  13  ;  offi- 
cers, 2,  6  ;  duties  of,  2. 
Money,  of  Account  in  U.  S. ,  4, 16 ; 
Int.  or  discount  not  charge- 
able, 8. 
National  Banks,  bonds  to  be  de- 
posited, 36  ;  circulation  appor- 
tioned, 34,  37,  38,  41  ;  circula- 
tion limited,  85  ;  circulation  re- 
duced, 37,  41  ;  withdrawal  of 
circulation,  41, 44;  corporate  ex- 
istence extended,  43  ;  deposits 
in  U .  S.  Treasury,  40 ;  deprecia- 
tion of  bonds  to  be  made  up,  37; 
duties  of  Comptroller,  40 ;  ex- 
amination of,  40 ;  government 
lien  upon  bonds,  40  ;  how  organ- 
ized, 33, 34,36  ;  interest  on  bonds 
receivable,  36;  limitations  on 
amount  of  circulation  repealed, 
42;  mutilated  notes  of,  38  ;  new 
'  associations,  41,  42  ;  receivers, 
how  appointed,  40 ;  place  of 
business,  5?9  ;  requisitions  upon 
for  circulation,  41  ;  reports  to 
Comptroller,  34,  39  ;  reports,  34, 
■85,  89,  40 ;  reserves,  39  ;  reserve 
cities,  39 ;  for  country  banks,  39; 


taxes  on,  40 ;  transfer  from  State 
banks,  33  ;  treasury  notes  not 
legal  tender  in  redemption  of 
issues,  27,  30. 

National  Bank  Notes,  denomina- 
tions of,  37 ;  increased,  3'  ; 
issues,  condit'—s  of,  33,  34 ; 
how  printed,  4.  ,  limited,  1801, 
34  ;  limitation  '  repealed,  42  ; 
quasi  legal  tender,  38.  40 ; 
redemption  of,  in  ;  and  reissue, 
43  ;  to  equalize  circulation,  38 ; 
taxes  on,  40. 

Notes,  circulating,  41 ;  circulation 
less  than  Si  prohibited,  25 ; 
compound  interest,  redemption 
of,  23;  cold,  how  issued,"  38; 
legal-tender,  expenses  of  assort- 
ing and  transporting,  37,  41  ; 
form  of,  37  ;  limitation  of,  37  ; 
mutilated  notes  to  be  destroyed, 
88,  41  ;  payment  in  specie,  30  ; 

fienalty  on  circulating,  42  ;  post, 
orbidden,  38  ;  redemption,  41  ; 
withdrawal  of,  41. 

Penalty  on  certain  circulating 
notes,  42  ;  deba  ing— coins,  em- 
bezzlement of,  4  ;  undue  prefer- 
ence, 3. 

Portugal,  Coins  of,  how  rated, 
4,5. 

Post  Notes,  forbidden,  38. 

Pound  Sterling,  16. 

Profit  Fund,  what  for,  14. 

Rate,  gold  coin  anterior  (1834), 
6  ;  rates  of^foreign  coins,  4,  5  ; 
of  interest  bonds,  U.  S.  notes, 
treasury  notes,  25, 26, 27  ;  pound 
sterling,  16. 

Ratio,  gold  to  silver  (1792),  2. 

Recoinage,  foreign  coins,  10, 16  ; 
gold  coin  after  20  years,  13; 
trade  dollars,  20,  45,  46. 

Redemption,  account,  44;  com- 
pound interest  notes,  28  ;  cur- 
rency, fractional,  29 ;  mutilated 
notes,  88,  41  (see  national 
banks) ;  small  coins;  15,  17 ; 
token  coins,  12. 

Refining,  charges  for,  8,  5,  7, 14, 
17,  30  ;  expenses  of,  2,  3. 

Reports,  to  Congress,  3  ;  National 
Banks,  34,  35,  40. 

Reserve,  amount  of,  39  ;  cities, 
39,  44  ;  fund  merged  into  gen  • 
eral  debt  of  U.  S.,  45  ;  payment 
of  National  Bank  notes,  38 ; 
to  be  determined  bj  deposits, 
40 ;  temporary  loan  certificates, 
a  part  of,  28. 

Revised  Statutes  :  Banks,  36-40  ; 
coinage,  13-17;  currency,  29, 
30. 

Secretary  of  Treasury,  authorized 
to  borrow,  22,  27  ;  Comptroller 
to  report  to,  29  ;  right  to  is- 
sue fractional  currency,  17,  26; 
to  furnish  money  to  make  ex- 
changes for  bullion,  3  ;  to  pur- 
chase coin,  17  ;  1862,  24  ;  prints 
National  Bank  notes,  42  ;  right 
to  make  reduction  of  currency 
suspended,  29 ;  to  receive  de- 
posits, 39  ;  to  receive  bullion,  17. 

Seigniorage  to  be  paid  into  Treas- 
ury, 18. 

Sherman  Act  {see  Bullion),  20; 
conditions,  20  ;  repealed,  20  ; 
silver  bullion,  purchase  of,  18, 
20 ;  silver  certificates  (1878),  18, 
20 ;  denominations  of,  20. 

Silver  or  go\&,  bars  of,  9,  10, 14,15, 
19,  21. 

Silver  Certificates,  18,  20,  31 ;  de- 
nominations of,  20,  31  ;  counted 
as  reserve  by  National  banks  re- 
ceivable in  clearing  house  set- 
tlements, 44. 

Silver  Coins,  authorized,  2 ;  dol- 
lar, 18  ;  legal  tender,  18  ;  ex- 
change for  gold  coins,  14,  15; 
enumeration  of,  13  ;  legal  tender 
(1792\  3,  (1837)  6, 13, 18;  standard 


(1837), 6;  subsidiary,  9, 15;  three- 
cent  piece,  9, 10, 11  ;  transporta- 
tion of,  20 ;    weight  of,  6,  13, 
45,  46  ;  weighing  of,  15. 
Si'ver,  profit  fund,  14. 
Silver  Ingots,  cast  at  option.  9. 
Sovere'um,  exchange  between  U.S. 

and  England,  6;  value  of,  16. 
Spain,  coins  of,  how  rated,  4,  5. 
Spanish  Dollar  excepted,  5. 
Specie  Payments,  8J  ;  not  to  sus- 
pend (see  Bank),  33  ;   resump- 
tion of  byU.  S.,29,  30. 
Standard,  coins  to  conform  to,  3, 
16, 18;  dollars  coined  from  trade, 
20 ;  legal  tender,  18 ;  gold  and 
silver  coins,  6,  13,  45,  46  ;  trade 
dollars     standard,     20;     Troy 
pound,  16. 
State  Bank  notes,  tax  on,  34,  35, 
40,  42  ;  not  to  coin  money,  2: 
restrained    from    issuing  legal 
tender,  2 ;  to  become  National 
banks,  34 ;  to  retain  branches, 
36. 
Tax,  circulating  notes,  42. 
Taxes,  National  Banks,  40 ;  tem- 
porary loan  certificates,  27,  28, 
29  ;  Treasury  notes  exempt,  27. 
Three-cent  pieces,  nickel,  11,  14, 

21,  46. 
Token  Coins,  redemption  of,  12. 
Trade  Dollar,  legal  tender,  18; 
not  legal  tender,  17  ;  made 
standard,  20  ;  recoined  into 
standard,  20. 
Transportation,  securities,  bonds, 
notes,  etc.,  19,  37,  41 ;  of  silver 
coin,  20. 
Treasury,  coins  receivable,  17; 
deposit,  20,  39;  seigniorage  to 
be  paid  in,  ]<s;  may  receive  de- 
posit, 39;  National  Bank  notes, 
in,  40;  Secretary  of,  prints  Na- 
tional Bank  notes,  42. 
Treasury  Notes,  additional  issues, 
22;  amount.  (1866),  28;  author- 
ized, 22;  bonds  issued  to  secure, 
23;  cancellation  of,  25;  condi- 
tions of  (18G1),  22.  (1863)  24, 
(1866)  27,  28;  deposit,  26;  de- 
posit of  limited,  26;  denomina- 
tions of,  22,  27;  disposal  of,  25; 
exempt  from  taxation,  27;  form 
of,  22;  how  issued,  22;  interest 
on,  22  ;  in  exchange  for  coin, 
22 ;  legal  tender,  25,  27,  30  ; 
limited,  26 ;  when  not  legal 
tender,  30  ;  payable  on  demand, 
23 ;  treasurer  to  receive  in 
exchange  for  bonds,  26,  27 ; 
where  payable,  22. 
Twenty-cent  piece,  17;  coinage  of 

abolished  (1878),  19,46. 
United  States,  banks  of,  31-34  ; 

mints,  2,  6. 13. 
United  States  Notes,  additional 
issue  (1862),  23,  24;  (1863),  25; 
amount  of  1862,  33;  amount  of, 
fixed,  29;  cancellation  of,  26, 
28,  29,  30;  denominations  and 
conditions  of,  23,  24;  guaran- 
teed, 29  ;  how  receivable,  23; 
interest  on  bonds  to  be  paid  in 
coin,  23 ;  issued  in  lieu  of  re- 
tired notes,  26  ;  legal  tender, 
24-30;  reserve  to  pay  deposits 
of,  24  ;  retirement  of  limited, 
80 ;  right  of  exchange,  24 ; 
ceases,  26  ;  temporary  deposits 
of,  24  ;  to  be  reissued,  29. 
Weighing,  bullion,  7 ;  gold  and 

silver  coins,  15. 
Weight,  copper  coins,  2, 6, 7, 10, 46; 
deviations  in  coinage,  7;  eagle, 
double,  half,  quarter,  8,  15,  45, 
46;  gold  coins  (1792),  2;  (1837),  6; 
(1874),  13,  15;  reduced  (1834),  6; 
half  and  quarter  dollar,  9; 
minor  coins,  2,  10,  11,  12,  46 ; 
silver  coins  (1837),  6;  (1874),  13, 
45,  46 ;  standard  dollar,  18 ; 
standard  troy,  16. 
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THE  WORLD'S   CURRENCIES.* 


UNITED   STATES. 

Oold.— The  unit  is  the  dollar,  weighing  25.8  grains,  0.900  fine  (23.22  grains 
pure  gold).  The  multiples  coined  are  the  quarter  eagle  ($2.50),  half  eagle  ($5),  eagle 
($10)  and  double  eagle  ($20).  All  are  unlimited  legal  tender.  Gold  bullion  is  con- 
certed into  coin  at  the  mints  free  of  charge  except  for  the  alloy  contained  therein. 

Silver.— The  unit  is  the  dollar  of  412.5  grains,  0.900  fine  (371.25  grains  pure 
silver)—  a  ratio  of  15.9884  to  1  of  gold.  Silver  dollars  are  unlimited  legal  tender, 
and  are  coined  in  limited  quantities  only  for  Government  account  from  purchased 
silver  bullion.  Purchases  suspended  since  Nov.  1,  1893.  The  subsidiary  silver  coins 
are  the  dime  (10  cents),  quarter  dollar  (25  cents),  half  dollar  (50  cents)— weighing 
respectively  2%,  6^  and  12}^  grams  f,  0.900  fine,  being  somewhat  less  in  weight 
proportionately  than  the  standard  silver  dollar.  Subsidiary  silver  coins  are  legal 
tender  to  the  amount  of  ten  dollars. 

It  is  the  declared  policy  of  the  Government  to  maintain  the  parity  in  value  of 
the  coins  of  the  two  metals. 

United  States  Nole§,  or  "greenbacks,"  of  which  a  fixed  amount 
$346,681,016,  remains  outstanding — the  remnant  of  the  forced  paper  currency  of 
the  late  Civil  War.  These  notes  are  legal  tender  for  all  debts,  public  and  private, 
except  duties  on  imports  and  interest  on  the  public  debt.  Since  1879  they  have 
been  redeemable  in  "coin  "  (gold) ;  and  when  redeemed  are  reissued. 

United  States  Treasury  Notes  of  1890.— $155,000,000  issued  in  pay- 
ments for  silver  bullion  under  the  so-called  Sherman  Silver  Purchase  Act  of  1890, 
legal  tender  for  all  debts  except  where  otherwise  expressly  stipulated  in  the  con- 
tract, and  receivable  for  all  public  dues.  Redeemable  in  gold  or  silver  coin  at  the 
discretion  of  the  Secretary  of  the  Treasury.  The  practice  is  to  redeem  them  in  gold 
or  silver  at  the  option  of  the  holder — generally  gold. 

Gold  Certificates,  in  denominations  of  not  less  than  $20,  are  issued  by  the 
Secretary  of  the  Treasury  upon  deposit  of  gold  coin,  to  be  held  in  the  Treasury  for 
the  payment  of  the  same  on  demand.  Though  not  legal  tender,  they  are  receivable 
for  customs,  taxes  and  all  public  dues. 

Silver  Certificates,  issued  against  standard  silver  dollars  deposited  in  the 
treasury.  They  are  receivable  for  all  public  dues,  but  are  not  otherwise  legal 
tender,  and  are  issued  in  denominations  of  $1,  $5  and  $10,  as  well  as  the  higher 
denominations. 

Currency  Certificates,  issued  in  denominations  of  not  less  than  $5,000 
upon  the  deposit  by  national  banks  of  United  States  legal  tender  notes. 

National  Bank  Notes,  issued  by  banks  under  Federal  charter  upon  the  de- 
posit with  the  Treasurer  of  United  States  bonds,  which  are  to  be  held  as  security  for 
the  ultimate  redemption  of  the  notes.  Issue  limited  to  90  per  cent,  of  the  par  value 
of  the  bonds  deposited.  The  notes  are  redeemed  at  a  central  redemption  agency  in 
the  Treasury  at  Washington,  where  each  bank  is  compelled  to  maintain  a  cash 
deposit  of  5  per  cent,  of  its  outstanding  circulation.  No  notes  of  less  denomination 
than  $5  are  permitted.  The  shareholders  in  the  issuing  banks  are  individually 
liable  for  all  debts  of  the  bank  to  the  amount  of  their  stock.  National  bank  notes 
are  legal  tender  in  all  payments  to  any  national  bank  in  the  system,  for  all  public 
dues  except  duties  on  imports,  and  in  all  payments  by  the  United  States  except  in- 
terest on  the  public  debt  and  in  redemption  of  the  national  currency. 

In  October,  1894,  there  were  3,755  National  banks  in  existence,  with  an  aggre- 
gate capital  of  $668,861,847. 

Banks  incorporated  in  many  of  the  States  possess  the  right  to  issue  circulating 
notes,  but  are  practically  prohibited  from  so  doing  by  the  10  per  cent.  Federal  tax 
upon  circulation  other  than  that  of  national  banks. 

The  official  statement  of  the  total  amount  of  each  kind  of  currency  in  circulation 
Jan.  1,  1895,  is  as  follows  : 

STATEMENT   SHOWING   THE  AMOUNTS   OF   GOLD   AND   SILVER   COINS  AND   CERTIFI- 
CATES, UNITED   STATES   NOTES  AND   NATIONAL  BANK  NOTES  IN 
CIRCULATION  JANUARY  1,  1895. 


General  Stock, 

Coined  or 

Issued. 


In  Treasury. 


Amount  in 
Circulation 
Jan.  1,  1895. 


Amount  in 
Circulation 
Jan. 1, 1894. 


Gold  Coin 

Standard  Silver  Dollars 

Subsidiary  Silver 

Gold  Certificates 

Silver  Certificates 

Treasury  Notes,  Act  July  14, 1890 

United  States  Notes 

Currency  Certificates,  Act  June  8,  1872. 

National  Bank  Notes 

Totals 

Gold  Bullion 

Silver  Bullion 


$577,330,396.00 
422,426,749.00 
77,155,722.00 
53,420,869.00 
336,924,504.00 
150,823,731.00 
346,681,016.00 
48,965,000.00 
206,605,710.00 


$91,879,020.00 

364,537,659.00 

14,483,636.00 

58,960.00 

5,846,720.00 

28,369,950.00 

81,919,158.00 

1,960,000.00 

4,759,972.00 


$2,220,383,697.00, 


$593,815,075.00 
47,727,334.00 
125,014,161.00 


$485,  c  01, 376.00 

57,889,090.00 

62,672,086.00 

53,361,909.00 

331,077,784.00 

132,453,781.00 

264,761,858.00 

47,005,000.00 

201,845,738.00 


$1,626,568,622.00 


$508,002,811.00 

57,869,589.00 

65,854,740.00 

77.412,179.00 

329,545,650.00 

151,965,267.00 

302,541,814.00 

39,045,000.00 

196,181,216.00 


$1,729,018,266.00 


*  For  the  information  contained  in  the  following  pages  we  are  especially  indebted  to  the  reports  of  the 
Hon.  Robert  E.  Preston,  Director  of  the  United  States  Mint,  who  has  kindly  allowed  the  use  of  advance 
proofs  of  his  forthcoming  report;  to  The  Imperial  Institute  Year  Book,  1894,  for  the  minor  British  Colonies; 
and  to  Norman's  The  World's  Metal  Monetary  Systems. 

1 1  gram  equals  15.43236  grains. 
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(N.  B. — The  estimated  circulation  of  gold  is  based  upon  an  estimate  of  the 
amount  in  the  country  in  1879,  together  with  statistics  of  coinage,  imports  and 
•exports  since  that  time.) 

GREAT  BRITAIN  AND  COLONIES. 

GREAT   BRITAIN. 

Up  to  1798,  England  had  the  double  standard,  with  the  legal  ratio  of  gold 
to  silver  of  1  to  15.21.  But  as,  beginning  with  1785,  the  ratio  in  France  was  1 
to  15.5,  gold  coin  began  to  leave  England  and  silver  to  to  take  its  place.  To  pre- 
vent this  substitution  of  silver  for  gold,  the  English  Parliament,  in  1798,  prohibited 
the  coinage  of  the  white  metal.  This  measure,  which  was  at  first  intended  to  be 
-only  provisional,  soon  became  definitive,  and  practically  England  has  had  the  gold 
standard  since  1798.  It  became  legally,  a  gold  monometallic  country,  however, 
only  by  virtue  of  the  law  of  June  22,  1816. 

Gold. — The  monetary  unit — the  (sovereign  or)  pound  sterling — is  a  gold  coin 
weighing  7.988  grams,  fineness  0.916%  ;  fine  gold  contained  7.322  grams,  or  113.001 
grains  ($4.8665).  The  legal  coins  of  Great  Britain  are  the  sovereign,  half-sover- 
eign, two-sovereign,  and  five-sovereign  pieces.  The  gold  coins  in  actual  circula- 
tion, however,  consist  only  of  sovereigns  and  half-sovereigns. 

Individuals  have  a  right,  under  the  law,  to  deposit  gold  at  the  royal  mint  for 
coinage  and  to  receive  therefor  £3  17s.  10^d.  per  ounce  of  standard  gold,  but, 
as  a  matter  of  fact,  only  the  Bank  of  England  sends  bars  to  the  mint.  By 
the  bank  act  of  1844  that  institution  is  required  to  receive  all  the  gold  brought 
to  it  by  the  public,  and  pay  therefor  immediately,  at  the  rate  of  £3  17s.  9d.  per 
standard  ounce.  The  difference  of  l^d.  compensates  the  bank  for  the  loss  of  in- 
terest between  the  day  it  deposits  the  gold  at  the  mint  and  the  day  it  receives  it 
again  in  the  form  of  coin,  and  leaves  it  besides  a  small  brokerage  for  its  services. 
Individuals  are  aware  that  if  they  carried  the  gold  to  the  mint  themselves  their 
losses  in  interest  and  other  expenses  would  exceed  Hd.,  and  prefer  to  sell  it  di- 
rectly to  the  bank. 

Silver. — The  silver  coins  of  Great  Britain  are  of  the  following  denominations, 
weight,  etc.: 


Dknomination, 


Crown 

Half  Crown 

Florin 

Shilling 

Sixpence.., 
Fourpence. . 
Threepence, 


Weight. 
Grains. 


Fineness. 


436.355 
218.177 
174.535 
87.267 
43.634 
29.089 
21.818 


.925 
.925 
.925 
.925 
.925 
.925 
.925 


Pure  Silver 

Contained. 

Grains. 


201.814 
161.445 
80.722 
40.361 
26.907 
20.181 


Value  compared 
with  Silver  in 
United  States 
Silver  Dollar. 


SI. 087 
.544 
.435 
.217 
.108 
.072 
.054 


Silver  is  legal  tender  only  to  the  amount  of  £2  ($9,732).  The  legal  ratio  in 
coinage  between  gold  and  silver  is  1  to  14.28781. 

Silver  is  coined  only  for  Government  account. 

Bank  Nole§. — The  Bank  of  England,  founded  in  1694,  by  Montague, 
obtained  its  present  charter  by  the  bank  act  of  1844,  generally  called  the 
Peel  act,  which  regulated  the  issue  of  bank  notes  and  prohibited  all  banks 
not  then  banks  of  issue,  to  issue  notes.  The  Bank  of  England  is  dfVided  into 
two  separate  departments,  the  issue  department  and  the  banking  department, 
each  independent  of  the  other.  By  the  act  of  1844,  the  amount  of  £14,000,000 
notes  might  be  issued  against  the  public  funds  and  securities  in  the  keeping  of 
the  issue  department.  When  one  of  the  banks  of  issue,  other  than  the  Bank 
of  England,  goes  out  of  existence  or  surrenders  its  right  of  issue,  two-thirds 
of  the  amount  of  its  circulation  authorized  by  the  act  of  1844  go  to  the  Bank  of 
England  and  add  to  the  number  of  notes  it  is  authorized  to  issue  on  securities 
representing  its  capital.  Over  and  above  this  issue  on  securities  the  notes  must  be 
guaranteed  by  a  metallic  reserve  of  coin  and  bullion. 

One-fifth  of  the  reserve  may  be  in  silver ;  but  in  practice  no  use  is  made  of  this 
power,  and  its  issues  are  made  only  against  gold.  The  metallic  reserve  of  the  issue 
department  is  the  one  that  secures  the  circulation  of  notes.  It  is  entirely  distinct 
from  the  reserve  of  the  banking  department.  At  the  present  time  the  bank  issues 
notes  against  £11,015,100  ;  permanent  debt  of  the  State  to  the  bank  anterior  to  1844, 
plus  £5,334,900  on  other  securities,  i.  e.,  immobilized  public  funds — a  total  of 
£16,450,000.  Beyond  this  amount  the  bank  issues  notes  only  against  gold  coin  and 
bullion.  No  notes  of  less  denomination  than  £5  are  allowed.  The  notes  of  the  Bank 
of  England  are  legal  tender  in  England  except  in  payments  by  the  bank  or  its 
branches.  They  also  circulate  in  Scotland  and  Ireland,  but  are  not  legal  tender 
there. 
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Besides  the  Bank  of  England  there  are  seventy  private  banks  and  thirty-seven 
joint  stock  banks,  authorized  to  issue  £2,678,109  and  £2,015,760,  respectively,  of 
uncovered  notes.  The  members  of  banking  companies  issuing  notes  are  subject  to 
unlimited  liability  so  far  as  concerns  the  notes ;  though  as  to  other  obligations, 
their  liability  is,  with  few  exceptions,  limited. 

In  Scotland  the  issue  of  bank  notes  is  regulated  by  the  act  of  Parliament  of  July 
21,  1845,  based  on  the  same  principles  as  the  charter  of  the  Bank  of  England  con- 
tained in  the  act  of  1844.  The  Scotch  banks— ten  in  number,  but  with  numerous 
branches — may  issue,  over  and  above  their  coin  and  bullion,  notes  to  the  amount  of 
£2,676,350.  Notes  as  small  as  £1  are  permitted.  The  liability  of  shareholders  in 
respect  to  the  note  issue  is  unlimited. 

Ireland  has  six  banks  authorized  to  issue  uncovered  notes  to  the  amount  of 
£6,354,494.  As  in  Scotland,  notes  as  small  as  £1  may  be  issued,  and  the  liability  of 
the  shareholders  for  notes  is  unlimited. 

The  following  is  a  statement  of  the  amount  of  bank  notes  outstanding  at  tha 
close  of  1893 : 


Names  of  Banks. 


Issued  against 
Coin  and  Bullion 


Uncovered. 


Total. 


Bank  of  England 

English  Joint  Stock  Banks, 

English  Private  Banks 

Scotch  Banks 

Irish  Banks 

Total 


£22,715,000 


5,159,736 
3,261,561 


£16,450,000 

1,115,362 

804,017 

1,664,439 

3,274,434 


£39,165,000* 

1,115,362 

804,017 

6,824,175 

6,535,995 


£31,136,297 


£23,308,252 


£54,444,549 


*  Of  this  total  issue  £25,869,000  was  in  circulation  and  £13,296,000  in  the  banking  department  of  the 
Bank  of  England. 

Estimated  Stock  of  Money  in  Great  Britain.— Gold,  $450,000,000; 
silver  (subsidiary).  $112,000,000 ;  uncovered  notes,  $113,400,000,  being  composed  of 
bank  notes,  $264,900,000,  less  metallic  reserves  $151,500,000. 


CANADA. 

Gold. — Canada  has  no  gold  coinage  of  her  own.  The  gold  coins  of  the 
U.  S.  pass  current  and  are  legal  tender  at  par,  and  the  sovereign  of  the  United 
Kingdom  at  the  fixed  valuation  of  $4,866.  There  is  very  little  gold  in  actual  circu- 
lation. The  Minister  of  Finance  holds  at  present  (Jan.  1, 1895,)  about  $10,000,000  as. 
a  reserve  against  the  outstanding  Dominion  notes.  The  amount  in  the  banks, 
chartered,  private  and  savings,  is  estimated  to  be  about  $10,000,000  more. 

Silver. — The  silver  coinage  dates  from  1870 ;  previous  to  which  the  small 
silver  pieces  in  circulation  were  mainly  those  of  the  United  States.  The  coins  are 
entirely  subsidiary  in  character,  of  denominations  of  5c,  10c,  25c  and  50c,  aud  are 
legal  tender  to  the  amount  of  ten  dollars.  The  total  coinage  since  the  establish- 
ment of  the  mint  in  1870  to  July,  1893,  was  $6,300,000. 

Dominion  Notes  may  be  issued  by  the  Minister  of  Finance  to  the  extent 
of  $25,000,000,  redeemable  on  demand  in  gold,  being  secured  by  a  reserve 
of  which  at  least  15$  of  the  total  issue  shall  be  gold,  and  at  least  25$  gold 
and  Dominion  securities  guaranteed  by  the  Imperial  Government,  the  remaining 
75$  being  covered  by  ordinary  Dominion  securities  held  by  the  Minister  of  Finance. 
The  issue  of  notes  may  be  increased  above  the  $25,000,000  limit  by  the  issue  of  addi- 
tional notes  upon  the  deposit  of  gold  to  the  full  extent  of  the  issue.  These  notes: 
k.ve  legal  tender,  and  are  issued  in  denominations  of  25c,  $1,  $2  and  $4,  as  well  as 
the  usual  higher  denominations.  The  aggregate  issue  is  now  $22,000,000,  over 
$15,000,000  of  which  are  held  by  the  banks  as  reserves. 

Bank  Notes,  issued  only  by  the  chartered  banks,  now  thirty-eight  in 
number.  These  are  mainly  large  institutions,  each  of  which  operates  many 
branches,  the  large  banks  having  from  thirty  to  forty  separate  offices.  The  total 
number  of  offices  is  at  present  about  460.  No  special  securitj'  in  the  way  of  deposit 
of  bonds  is  required  ;  but  the  notes  in  case  of  insolvency  are  a  first  charge  upon  all 
the  assets  of  the  bank,  including  the  double  liability  of  the  stockholders.  Each 
bank  is  also  obliged  since  1890  to  keep  on  deposit  with  the  Finance  Department  a. 
sum  of  money  equal  to  5%  of  average  circulation  ;  from  this  fund  the  notes  of  any 
failed  bank  will  be  redeemed,  with  interest,  in  case  the  receiver  is  unable  to  redeem 
them  within  two  months.  The  limit  of  note  issues  is  the  aggregate  paid  up  capital 
of  the  bank,  but  owing  to  the  constant  daily  redemption  to  which  the  notes  are 
subject,  the  aggregate  rarely  exceeds  60$  of  the  authorized  limit.  Notes  for  $5 
are  the  smallest  permitted. 

An  important  feature  is  the  elasticity  of  the  system,  the  customary  autumnal 
expansion  and  subsequent  contraction  being  in  recent  years  about  20#.  The  aggre- 
gate circulation  Nov.  1,  1894,  was  $34,516,651. 
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Estimated  Stock  of  Money  in  the  Dominion  of  Canada. — Gold, 
$20,000,000  ;  silver  (limited  tender),  $6,500,000  ;  uncovered  notes,  $40,000,000,  being 
Dominion  notes  $22,000,000  plus  bank  notes  $35,000,000 — less  metallic  reserve 
$17,000,000. 

AUSTRALASIA. 

The  monetary  system  is  the  same  as  that  of  Great  Britain. 

Bank  Note§.  Victoria.— The  basis  of  the  present  banking  system  is  the  Con- 
solidated Banks  and  Currency  Statute  of  1864,  the  provisions  of  which  were  extended 
in  1887  so  as  to  apply  to  banking  firms  and  individual  bankers.  By  the  latter  act 
(1887)  the  bank  notes  were  made  a  first  charge  on  all  assets  not  already  held  under 
mortgage  to  another  creditor.  Before  notes  may  be  issued  the  banking  institution 
must  have  a  subscribed  capital  of  £250,000,  one-half  of  which  must  be  bona  fide 
paid  up.  During  the  first  quarter  of  1893  there  were  in  Victoria  12  note-issuing 
banks  with  over  500  branches.  Their  notes  in  circulation  amounted  to  about 
$6,000,000  (more  than  covered  by  coin  held) ;  their  deposits  at  the  same  time  being 
about  $190,000,000. 

Queensland. — There  are  eleven  banks  in  Queensland,  whose  notes  in  circulation 
in  1893  amounted  to  $2,800,000,  more  than  covered  by  coin  held. 

South  Australia  has  10  banking  institutions.  Their  average  note  circulation 
in  1892  was  $2,000,000. 

Western  Australia  had  in  1893  five  banks  of  issue,  whose  aggregate  circula- 
tion was  less  than  $450,000,  and  whose  deposits  amounted  to  $6,000,000. 

New  South  Wales. — Amount  of  bank  notes  in  circulation  $7,000,000,  more  than 
covered  by  coin  held  by  the  banks. 

New  Zealand. — There  were  in  1892  six  banks  of  issue  doing  business  in  New 
Zealand,  three  of  which  were  wholly  New  Zealand  institutions.  The  value  of 
notes  in  circulation  was  $4,750,000. 

BRITISH  INDIA. 

The  fundamental  monetary  law  of  British  India  bears  date  August  17,  1835. 
The  standard  of  the  country  is  silver  monometallic,  and  the  monetary  unit  the 
rupee,  of  the  legal  weight  of  180  troy  grains,  fineness  0.916%,  and  contains  165 
grains  of  pure  silver  ;  93^  rupees  being  coined  from  1  kilogram  of  pure  silver. 

Until  1893  the  coinage  of  silver  was  unlimited,  and  the  mint  charge  2%  per  cent. 

The  act  of  the  Governor-General  oi  India  in  council  of  June  26,  1893,  closed  the 
Indian  mints  to  the  free  coinage  of  silver  from  and  after  the  date  of  its  passage,  but 
did  not  change  the  weight,  fineness  or  legal  tender  power  of  the  rupee.  Silver 
may  still  be  coined  in  India  on  Government  account,  and  the  Government  holds  it- 
self ready  to  furnish  new  rupees  to  individuals  in  exchange  for  gold  at  the  rate  of 
the  silver  rupee  for  16  pence  in  gold,  or  15  rupees  for  £1  sterling. 

Large  payments  are  estimated  in  lacs  of  100,000  rupees  and  in  crores  of  100  lacs. 
The  rupee  and  half  rupee  are  unlimited  legal  tender,  provided  the  coins  have  not 
lost  more  than  2  per  cent,  in  weight  and  have  not  suffered  deterioration  otherwise 
than  by  abrasion.  The  quarter  rupee  and  eighth  rupee  are  legal  tender  only  to  the 
amount  of  fractions  of  the  rupee. 

There  is  a  coinage  charge  of  1  per  cent,  for  gold.  The  ratio  of  gold  to  silver  in 
coinage  is  1  to  15.     Gold  is  not  legal  tender. 

The  denominations,  weight,  fineness,  etc.,  of  the  gold  and  silver  coins  of  British 
India  are  shown  in  the  following  table  : 


Gold. 

Denomination. 

Weight, 
Grains. 

Fineness. 

Pure  Gold  con- 
tained, Grains. 

Value  in  U.  S. 
Gold  Coin. 

Double  Mohnr  (30  rupees) 

360 

180 
120 
60 

•916% 
.916% 
•9U% 
.916% 

330 
165 
110 
55 

$14,212 

7.106 

Two-thirds  Mohur  (10  rupees) 

4.734 

2.367 

Silver. 


Denomination. 


Weight, 
Grains. 


Fineness. 


Pure  Silver  con 
.tained,  Grains. 


Value  compared 

with  silver  in 

U.  S.  Silver 

Dollar. 


Rupee 

One-half  Rupee... 
One- fourth  Rupee 
Cue-eighth  Rupee. 


1K0.0O0 
90.00U 
45.000 
22.500 


.916% 
.916% 
.916% 
.916% 


165.000 
82.500 
41.250 


$0,444 
.222 
.111 
.055 
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Currency  Notes. — Previous  to  the  law  of  July  10,  1861,  providing-  for  the 
issue  of  a  paper  currency  through  a  Government  department  of  public  issue, 
there  were  three"  chartered  banks  of  India"  (at  Bengal,  Bombay  and  Madras) 
authorized  to  issue  bank  notes  to  the  amount  of  52,000,000  rupees,  a  privilege  of 
which  that  law  deprived  them,  substituting  a  system  of  currency  notes  of  the  Gov- 
ernment of  India,  payable  to  bearer  on  demand.  Geographical  circles  of  issue  have 
since  then  been  established  from  time  to  time,  the  notes  made  legal  tender  within 
the  circle  for  which  they  were  issued,  and  rendered  payable  at  the  place  of  issue  as 
well  as  at  the  capital  of  the  presidency. 

At  present  there  are  eight  circles  of  issue,  which  issue  notes  ranging  from  5  to 
10,000  rupees  in  value,  in  exchange  for  silver  coin  at  par,  and  at  Calcutta  and  in 
Bombay  in  exchange  for  gold  coin  or  bullion  atthe  rate  of  1  rupee  for  7.53344  grains 
of  fine  gold. 

The  whole  amount  of  the  coin  and  bullion  thus  received  is  retained  as  a  reserve 
for  payment  of  the  notes  issued,  with  the  exception  of  a  fixed  amount  which  is  in- 
vested in  Government  securities.  The  maximum  limit  of  the  amount  so  invested 
was  originally  fixed  in  1882  at  60,000,000  rupees.  The  issues  having  largely  expanded, 
the  Government  of  India  was  empowered  in  1890  to  raise  the  limit  to  80,000,000 
rupees,  which  has  been  done. 

The  amount  of  currency  notes  in  circulation  on  the  31st  of  March,  1893,  was 
264,013,200  rupees,  of  which  all  except  the  80,000,000  rupees  mentioned  above  was 
covered  by  coin  and  bullion. 

Estimated  Stock  of  Money  in  British  India. — Silver  (full  legal  tender), 
$950,000,000  ;  Uncovered  Currency  Notes,  $37,500,000. 

MINOR  BRITISH  COLONIES. 

Except  as  noted,  their  monetary  systems  are  the  same  as  that  of  Great  Britain. 

The  Bermudas. — The  legal  tender  is  British  currency.  British  silver  is  legal 
tender  without  limit. 

Turk  and  Caicos  Islands. — Commercial  accounts  are  usually  kept  in  dollars 
and  government  accounts  in  sterling.  The  legal  currency  comprises  British 
sterling,  United  States  gold  and  silver,  Spanish,  Mexican  and  Columbian  gold 
doubloons  and  Jamaica  nickel  tokens. 

Newfoundland. — The  legal  tender  currency  is  British  sterling,  United  States 
gold,  and  Colonial  coins.     Accounts  are  kept  in  dollars  and  cents. 

Two  banks  of  issue,  the  Union  and  the  Commercial,  had  in  circulation  in  1893 
about  $500,000  each.     Both  these  banks  recently  suspended  payments. 

British  Honduras.— The  standard  of  value  is  the  Guatemalan  dollar.  The 
"Venezuelan,  Chilian,  and  Peruvian  silver  coins  are  also  legal  tender.  Dollars  are 
legal  tender  to  any  amount,  and  smaller  silver  coins  to  the  amount  of  $50.  There 
is  no  paper  currency  and  no  gold  in  circulation.  Gold  has  been  recently  made  the 
sole  standard. 

Mauritius,  Africa. — Accounts  are  kept  in  rupees  and  cents  and  the  currency  is 
based  on  silver.  There  is  a  government  note  issue,  with  a  circulation,  at  the  close 
of  1892,  of  Rs.  2,856,250,  in  notes  of  five,  ten  and  fifty  rupees. 

The  Gambia,  Africa.— The  legal  tender  is  the  currency  of  the  Latin  Union. 
There  is  no  note  currency. 

Sierra  Leone,  Africa. — British  gold  doubloons  are  the  coins  of  the  Latin 
Union,  all  of  which  are  legal  tender.     There  is  no  note  circulation. 

Gold  Coast  Colony,  Africa. — The  currency  and  legal  tender  is  the  British 
sterling,  with  Spanish,  American  and  French  gold  coins,  and  under  a  local  ordi- 
nance gold  dust  at  the  rate  of  £3,  12  shillings  per  ounce.  American  dollars  and 
other  silver  coins  are  currency,  but  are  not  legal  tender. 

Gibraltar.— The  legal  currency  is  that  of  Spain  and  the  depreciation  of  the 
silver  currency  in  Spain  affects  Gibraltar. 

Cyprus. — The  legal  tender  currency  consists  of  the  following  coins  : 

Gold  :  the  English  sovereign,  half  sovereign,  the  Turkish  lira  and  the  Turkish 
franc  piece.  Silver  :  the  English  florin,  G  pence  and  3  penny  pieces.  Bronze  :  the 
legal  piastre  (9=1  shilling). 

There  is  no  note  circulation. 

British  Guiana.— British  and  American  gold  coin  and  British  silver  coin  are 
legal  tender.  Bank  notes  by  the  Colonial  and  the  British  Guiana  Bank  amounted 
on  March  31,  1893,  to  $145,547. 

Ceylon.— The  legal  tender  currency  is  the  rupee  of  India  and  its  silver  sub- 
divisions. There  is  no  limit  to  the  legal  tender  of  silver.  Ceylon  copper  coins, 
representing  5  cents,  1  cent,  a  half  cent  and  a  quarter  cent,  are  also  currency. 

The  Ceylon  Government  issues  currency  notes  of  Rs.  5, 10,  50,  100,  500  and  1,000. 

The  amount  in  circulation  at  the  end  of  1893  was  Rs.  8,183,000. 

The  Straits  Settlements.  Silver— The  legal  tender  currency  consists  of  the 
silver  dollar  issued  at  Her  Majesty's  Mint  at  Hong  Kong;  the  silver  dollar  of 
Suain,  Mexico,  Peru  and  Bolivia  ;  the  American  trade  dollar  and  the  Japanese  yen. 
Provided  that  no  dollar  shall  be  a  legal  tender  unless  it  is  of  the  same  fineness 
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and  intrinsic  value  as  the  Hong  Kong  dollar,  and  is  of  not  less  than  415  grains 
Troy  weight.  There  are  silver  and  copper  coins  representing  fractional  parts  of 
the  dollar. 

Bank  Notes.— The  Mercantile  Bank,  the  Chartered  Bank  and  the  Hong  Kong 
and  Shanghai  Bank  and  Corporation  enjoy  the  privilege  of  note  issue,  and 
they  are  bound  to  maintain  specie  to  the  amount  of  one-third  of  their  issue.  The 
•total  estimated  bank  note  circulation  on  31st  December,  1892,  was  $6,353,091. 

Hong  Kong.  Silver. — The  currency  consists  of  the  silver  dollar  of  Mexico 
and  the  Hong  Kong  dollar  coined  at  the  local  Mint  and  of  small  silver  and  bronze 
coins. 

Bank  Notes.— The  Chartered  Bank,  the  Mercantile  Bank  and  the  Hong  Kong 
and  Shanghai  Bank,  issue  notes.     At  the  end  of  1892  these  amounted  to  $5,899,857. 

Cape  of  Good  Hope. — Coins  in  circulation  are  exclusively  British,  accounts 
being  kept  in  pounds,  shillings  and  pence.  The  bank-note  circulation  within  the 
-colony  Jan.  1,  1893,  amounted  to  £589,853  (12,870,000). 

GERMAN  EMPIRE. 

The  fundamental  laws  of  the  present  monetary  system  of  Germany  are 
ihose  of  December  4,  1871,  and  July  9,  1873.  The  former  was  concerned  exclusively 
with  the  creation  of  the  gold  coins  of  the  Empire,  and  provided  for  the  retirement 
of  the  old  gold  coins.  It  dealt  with  silver  only  to  authorize  the  retirement  of  the 
-current  coins  of  that  metal.  The  law  of  July  9,  1873,  was  supplemental  to  it  and 
organized  the  new  monetary  system. 

Gold. — The  standard  is"  gold  (monometallic),  and  the  monetary  unit  the  mark 
•of  100  pfennige.      (2,790  gold  marks  are  manufactured  from  1  kilogram  of  fine  gold.) 

The  gold  coins  are  : 


Denominations. 

Legal   weight 
Grams. 

Fineness. 

Fine  Gold  Contained. 

Value  in  U.  S. 

Grams. 

Grains 

Gold  Goin. 

■20  marks  (Double  Crown) 

7.96495 
3.98247 
1.99123 

.900 
.900 
.900 

7.168458 
8.584229 
1.792114 

110.623 
53.311 
27.656 

$4,764 

10  marks  (Crown) 

2.382 

1.191 

As  to  gold,  the  law  of  1873  made  no  change  in  the  law  of  1871,  save  to  authorize 
"the  coinage  of  the  5-mark  gold  piece,  and  to  allow  the  coinage  of  20-mark  gold 
pieces  on  private  account  when  the  mints  were  not  occupied  on  account  of  tha 
♦State. 

Silver. — The  coinage  of  silver  is  solely  on  account  of  the  State — the  total 
coinage  being  limited  to  10  marks  per  capita  of  the  population  of  the  Empire. 
•Silver  is  legal  tender  to  the  amount  of  20  marks.  All  these  coins  are  exchangeable 
for  gold  at  the  public  treasuries. 

In  effecting  its  monetary  reform  Germany  called  in  all  its  old  silver  coins,  with 
the  exception  of  its  thalers,  which  are  still  in  circulation  to  the  amount  of  about 
400,000,000  marks,  the  thaler  being  reckoned  as  equivalent  to  3  marks  of  the  new 
system. 

Up  to  the  end  of  March,  1893,  there  had  been  sold  by  the  German  Empire 
7,205,152  lbs.  of  fine  silver,  as  the  result  of  melting  silver  coins  of  the  nominal  value 
of  672,862,730  marks,  producing  an  aggregate  of  574,055,532  marks— the  loss  thus 
being  98,807,197  marks,  24,400,000  of  which,  however,  must  be  charged  to  abrasion 
•of  the  coins  melted. 

The  denominations,  weight  and  comparative  values  of  the  silver  coins  are  as 
follows  : 


Denomination. 

Weight. 
Grains. 

Fineness. 

Pure  Silver  Con- 
tained. 
Grains. 

Value  compared 

with  Silver  in 

U.  S.  Silver 

Dollar. 

5  marks 

428.666 
171.466 
85.733 
42.867 
17.146 

.900 
.900 
.900 
.900 
.900 

385.800 

154.319 

77.160 

38.580 

15.432 

$1,039 

.416 

.208 

.104 

.042 

Imperial  Treasury  Notes.— Legal  tender.  The  amount  of  these  notes 
issued  is  equal  to  the  sum  which  the  Empire  has  deposited  in  coined  gold 
^is  a  war  fund,  without  interest.  At  the  end  of  December,  1893,  there  were 
outstanding  20,000,000  marks  in  denominations  of  5  marks,  30,000,000  in  denomina- 
tions of  20  marks  and  70,000,000  marks  in  denominations  of  50  marks ;  a  total  of 
120,000,000  marks,  or,  roughly,  $30,000,000. 
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Bank  Notes. — The  principal  bank  of  issue  in  the  Empire  is  the  Imperial 
Bank  (Reichsbank)  of  Germany,  established  by  the  law  of  March  14,  1875.  It 
succeeded  the  Bank  of  Prussia,  which  was  founded  in  1765  and  reorganized  in  1846. 

It  is  not  a  State  bank,  its  capital  having-  been  furnished  by  its  shareholders,  but 
on  the  expiration  of  its  franchise,  and  ten  years  after  any  renewal  of  it,  the  State 
may,  by  giving  one  year's  notice  in  advance  of  its  intention,  assume  the  exercise  of 
the  bank's  franchise  on  its  own  account,  either  by  liquidating  it  and  acquiring  its 
real  property  at  the  price  at  which  it  figures  on  the  books  of  the  bank,  or  by 
purchasing  shares  at  their  nominal  value.  In  either  case  one-half  of  the  reserve 
fund  of  the  bank  goes  to  the  shareholders  and  the  other  half  to  the  State.  The 
capital  of  the  bank  is  120,000,000  marks,  divided  into  40,000  shares  (of  the  nominal 
value  of  3,000  marks  each).  Although  not  a  State  bank  it  is  intimately  connected 
with  the  State.  The  superintendence  and  direction  of  it  belong  to  the  Chancellor 
of  the  Empire,  who  acts  through  a  council  of  curators,  of  which  he  is  the  president, 
and  which  is  composed  of  four  members,  one  appointed  by  the  Emperor,  and 
three  by  the  Federal  Council. 

Employees  are  not  allowed  to  hold  any  shares  of  the  bank.  The  State  shares  in 
the  profits  of  the  bank  to  the  average  amount  of  about  2,000,000  marks  a  year. 

In  1875  when  the  bank  law  was  promulgated,  there  were,  including  the  Imperial 
Bank,  thirty-three  banks  of  issue  in  Germany.  Some  twenty  of  those  have  now 
surrendered  their  right  to  issue  bank  notes,  or  have  lost  their  franchise  b)  its 
expiration. 

The  uncovered  circulation  of  the  Imperial  Bank  of  Germany  has  no  absolute 
limit,  but  the  amount  of  such  circulation  in  excess  of  296,000,000  marks  is  subject 
to  a  tax  of  5  per  cent.,  while  the  total  circulation  may  not  exceed  three  times  the 
metallic  reserve. 

Originally,  the  amount  of  uncovered  notes  not  taxable  was  fixed  at  385,000,000 
marks,  250,000,000  of  which  might  be  issued  by  the  Imperial  Bank  and  135,000,00^ 
by  the  thirty -two  other  banks  then  in  existence.  The  law,  however,  provided  that 
when  any  of  these  latter  surrendered  or  lost  its  right  of  emission,  the  amount  of  its 
untaxable  notes  should  be  added  to  those  of  the  Imperial  Bank.  In  this  way  the 
limit  of  the  uncovered  notes  of  the  Imperial  Bank  which  may  be  issued  without 
being  subject  to  the  5$  tax  has  been  extended  to  296,000,000  marks.  The  issue  of 
any  notes  of  less  denomination  than  100  marks  ($24)  is  prohibited. 

The  charter  of  the  bank  was  to  have  expired  on  the  first  of  January,  1891,  but 
was  renewed  for  ten  years  in  December,  1889. 

At  the  end  of  December,  1893,  the  total  circulation  amounted  to  1,297,002,000- 
marks  ($310,000,000)  of  which  369,212,000  marks  ($88,000,000)  are  uncovered  notes, 
the  remainder  being  covered  by  specie,  gold  bullion,  Treasury  notes,  and  notes- 
of  other  banks. 

Estimated  Stoek  of  Money  in  the  German  Empire.— Gold,  $625,000,- 
000;  silver  (thalers),  $105,000,000;  silver  (limited  tender),  $112,000,000 ;  uncovered 
notes,  $88,000,000,  being,  bank  notes,  $310,000,000;  less  metallic  reserve,  $222,000,000. 

AUSTRIA-HUNGARY. 

The  monetary  system  established  in  Austria-Hungary  by  the  Imperial  patents  of 
September  19,  1857,  April  27,  1858,  the  laws  of  December  24,  1867,  March  9,  1870 
and  May  21,  1887,  was  the  silver  monometallic  with  the  florin  of  100  kreutzers  as 
the  monetary  unit.  The  coinage  of  silver  on  private  account  was  suspended  in 
January,  1879. 

But  while  Austria-Hungary  has  been  legally  a  country  with  a  single  silver 
standard,  practically  it  has  had  no  metallic  money  in  circulation.  For  nearly  half 
a  century  it  has,  with  the  exception  of  about  eight  months,  had  nothing  but  an. 
irredeemable  paper  currency  issued  by  the  Austro-Hungarian  Bank  in  denomina- 
tions of  10,  100  and  1,000  florins,  and  by  the  treasury  ol  1,  5  and  50  florins.  For  a, 
long  series  of  years  there  was  a  premium  on  silver,  but  since  the  end  of  1878, 
silver  and  paper  have  been  at  par.  The  value  of  the  silver  florin,  owing  to  the 
limitation  of  the  coinage  of  silver,  is  considerably  greater  than  that  of  the  pure 
metal  it  contains. 

The  provisions  of  the  recent  Austro-Hungarian  currency  reform  are  embodied  in 
six  laws,  the  two  most  important  of  which  are  those  on  the  new  currency  system  and 
on  monetary  treaty  of  Austria  with  Hungary.  The  other  four  are  merely  auxiliary 
to  those  two  which  contain  the  text  of  the  new  fundamental  monetary  law  of  the 
two  countries.  They  are  intended  to  fix  the  relative  value  of  the  gold  florin  to 
the  new  gold  coins ;  to  determine  the  changes  which  have  become  necessary  in 
the  bank  act ;  to  authorize  the  Government  to  raise  a  gold  loan,  and  to  provide  for 
the  conversion  of  certain  5  per  cent,  bonds  free  of  tax. 

The  new  monetary  system  is  gold  monometallic,  and  the  gold  crown  of  100 
hellers  (farthings)  the  monetary  unit.  The  new  currency  is  to  consist  of  gola, 
silver,  nickel  and  bronze  coins. 

Gold. — The  denominations,  weight,  etc,  of  the  gold  coins  of  the  Ausiro- 
Hungarian  Empire,  are  as  follows  : 
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Denomination. 

Weight. 
Grains. 

Fineness. 

Pure  Gold 

Contained. 

Grains. 

Value  in  United 
States  Gold  Coin. 

104.553 
52.276 

215.497 
53.866 
99.561 
49.780 

.900 
.900 

-«86£ 
.886* 
.900 
.900 

94.097 
47.049 

212.451 
53.112 
89.605 
44.802 

$4,052 

10  crown  piece 

Old  System  : 

2.026 
9.149 

2.287 

8  florin  piece 

3  859 
1.929 

The  coinage  charge  is  4  crowns  for  1  kilogram  of  gold  for  the  bank  and  6  on 
;private  account. 

Silver. — The  silver  coins  are  : 


Denomination. 

Weight. 
Grams. 

Fineness. 

Pure  Silver 

Contained. 

Grains. 

Value  compared  with 

Silver  in  United  States 

Silver  Dollar. 

1  crown  piece 

77.160 
38.580 

433.089 
381.035 
190.517 
82.434 
41.141 
25.709 

.835 
.835 

.8334 

.900 

.900 

.520 

.500 

.400 

64.428 
32.214 

360.763 
342.932 
171.465 
42.866 
20.570 
10.285 

$0,174 
.087 

Old  System  : 

Maria  Theresia  thaler  (Levantine) 

.972 
.924 

.462 

.115 

.055 

.027 

The  ratio  of  gold  to  silver  in  the  new  system  is  1  to  13.69.  Silver  is  coined  only 
on  account  of  the  State.  Silver  coins  are  unlimited  legal  tender  at  their  nominal 
value  to  the  State  ;  to  private  parties  to  the  amount  of  50  crowns. 

The  Levantine  or  Maria  Theresa  silver  thalers  continue  to  be  stamped  as  trade 
coins  with  the  old  weight  and  fineness. 

The  monetary  agreement  between  Austria  and  Hungary  provides  that  there 
shall  be  coined  in  all  by  the  two  countries  200,000,000  crowns  in  silver  coins,  of 
which  Austria's  share  is  140,000,000  crowns.  The  agreement  is  to  remain  in  force 
until  the  end  of  1910.  Arrangements  are  to  be  made  at  the  proper  time  for  the 
regulation  of  the  fiduciary  circulation  and  the  resumption  of  specie  payments. 

Austrian  paper  money  is  to  remain  in  circulation  provisionally.  The  paper 
florin  is,  like  the  silver  florin,  to  be  worth  two  crowns. 

The  introduction  of  the  coins  of  the  new  system  will  be  made  by  degrees,  in  the 
■course  of  several  years,  during  which  time  the  coins  of  the  old  silver  standard,  as 
well  as  the  State  notes,  will  remain  current.  The  coins  of  the  new  system,  multi- 
plied by  two,  are  to  be  of  the  same  value  as  the  pieces  of  the  old  silver  and  papf  r 
■currency — 1  silver  or  paper  florin,  for  instance,  being  equal  to  2  crowns  and  1 
kreutzer  to  2  hellers.  The  value  of  the  new  crown  is  $0.2026  against  $0,482,  the 
value  of  the  gold  florin. 

State  Treasury  Notes,  issued  under  a  mutual  guaranty  of  all  divisions  of  the 
Empire  without  previous  deposit  of  special  metallic  equivalent.  This  particular 
form  of  Austrian  paper  currency  dates  from  1866.  The  maximum  issue  is  made  to 
•depend  in  a  curious  manner  upon  the  amount  of  so-called  Salt  Works  Notes — 
interest-bearing  treasury  bills,  running  for  short  periods.  The  latter  cannot 
exceed  100,000,000  florins  ;  while  both  together  must  not  exceed  412,000,000  florins. 
Until  quite  recently  these  notes  were  depreciated  below  parity  with  gold ;  but  since 
1878  have  been  on  a  par  with  silver.  The  amount  in  circulation  at  the  close  of 
1892  was  344,000,000  florins,  in  denominations  of  1,  5  and  50  florins.  They  are  legal 
tender. 

Bank  Notes. — The  Austro-Hungarian  Empire  has  only  one  bank  of  issue— the 
Bank  of  Austria-Hungary.  It  does  not  belong  to  the  State,  nor  does  the  Govern- 
ment have  any  direct  share  in  its  administration.  The  State  has  no  part  in  the 
annual  profits  of  the  bank,  but  has  received  from  it  a  credit  of  80,000,000  florins, 
for  which  it  is  required  to  pay  an  annual  sum  of  only  1,000,000  at  most,  provided 
that  amount  is  necessary  to  make  up  a  dividend  of  7  per  cent.,  or  cause  the  divi- 
dend of  the  bank  to  approximate  to  that  maximum  rate.  The  bank,  however, 
.pays  several  taxes,  aggregating  from  12  to  13  per  cent,  of  its  profits  of  late 
years.     The  permanent  debt  of  the  State  to  the  bank  is  80,000,000  florins. 

The  issue  of  notes  over  and  above  200,000,000  florins  must  be  covered  by  a  corre- 
sponding amount  in  legal  coin  or  in  bullion.  Moreover,  the  amount  of  notes  of  a 
value  exceeding  that  of  the  metallic  reserve  must  be  guaranteed  by  discounted 
aper  or  by  other  safe  security  as  well  as  by  the  bank  itself.  The  notes  of  thfl 
ank  of  Austria-Hungary  are  legal  tender.  The  smallest  denomination  permitted 
is  10  florins. 

Its  charter,  which  expired  in  1888,  was  renewed  for  ten  years. 
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Estimated  Stock  of  Money  in  An§tria-Hungarj .— Gold,  $130,000,000  ; 
Silver  (mainly  full  legal  tender),  $120,000,000;  uncovered  notes,  $155,000,000; 
being  Government  notes,  $165,000,000,  plus  bank  notes,  $230,000,000,  less  metallic 
reserve,  $240,000,000. 

THE  LATIN  UNION. 

FRANCE,   BELGIUM,   ITALY,   SWITZERLAND  AND  GREECE. 

Previous  to  the  formation  of  the  Latin  Union  there  had  existed  a  de  facto 
monetary  union  between  France,  Belgium,  Italy  and  Switzerland,  the  three 
latter  countries  having  adopted  the  system  established  by  the  French  law  of  the 
17th  of  Germinal,  year  XL  (April  6,  1803),  the  basis  and  monetary  unit  of  which 
was  the  silver  franc,  and  which  granted  legal  currency  to  gold  at  the  ratio  in 
coinage  of  gold  to  silver  of  1  to  15^. 

The  change,  however,  in  the  commercial  ratio  of  the  value  of  the  precious 
metals,  consequent  on  the  enormous  production  of  gold  in  California  and  Aus- 
tralia, caused  an  ever  increasing  substitution  of  gold  for  silver  in  the  monetary 
systems  of  these  great  countries.  In  the  years  1850-1865  silver  began  to  be  ex- 
ported from  them,  and  a  great  dearth  of  silver  coins  to  be  felt.  By  the  monetary 
convention  of  December  22,  1865,  and  the  formation  of  the  Latin  Union,  the 
contracting  States  maintained  the  double  standard  and  the  existing  ratio  of 
value  of  1  to  15^,  but  limited  the  standard  silver  coins  to  be  stamped  to  the- 
5-franc  silver  piece. 

By  the  convention  of  1865  each  of  the  contracting  States  obligated  itself  to  re- 
ceive into  its  treasuries  the  coins  manufactured  by  the  others,  without  limitation  as 
to  the  vaiue,  in  the  case  of  gold  coins  and  5-franc  silver  pieces,  and  to  the  amount 
of  100  francs  in  the  case  of  other  silver  pieces  in  any  one  payment.  It  was  further 
stipulated  that  the  latter  should  be  legal  tender  in  the  country  that  issued  them,, 
to  the  amount  of  50  francs,  between  private  parties  in  any  one  payment,  and  that 
they  should  be  taken  back  by  such  country  and  exchanged  for  gold  or  5-franc  silver 
pieces,  this  obligation  to  be  prolonged  during  the  two  years  beginning  with  the  ex- 
piration of  the  convention.  This  first  convention  of  the  Latin  Union,  to  which 
Greece  became  a  party  in  1867,  was  concluded  for  a  period  of  fifteen  years, 
with  a  provision  for  tacit  renewal.  It  maintained  the  fineness  of  0.900  for  the- 
5-franc  silver  piece,  and  provided  for  the  free  coinage  of  both  metals,  thus  putting 
the  Latin  Union  under  the  bimetallic  system. 

The  depreciation  of  silver,  which  began  in  1872,  forced  the  contracting  powers 
first  to  limit,  and  then  to  suspend  the  coinage  of  the  5-franc  silver  piece.  These- 
measures  were  taken  in  fulfillment  of  special  conventions  dated  January  31,  1874  ; 
April  26, 1875  ;  February  3,  1876,  and  November  5,  1878,  and  were  sanctioned  by  the- 
conventions  of  November  5,  1878,  and  November  6,  1885. 

The  convention  of  1865  expired  on  the  1st  of  January,  1880.  A  new  convention 
of  the  5th  of  November,  1878,  prolonged  the  duration  of  the  Latin  Union  for  five- 
years.  The  convention  now  in  force  is  dated  November  6,  1885.  By  its  terms  the 
suspension  of  the  coinage  of  the  5-franc  silver  piece  is  maintained  in  the  countries 
of  the  Union.  It  was  likewise  stipulated  in  the  convention  of  1885  that  the  coins  of 
each  of  the  contracting  powers  should  be  received  by  the  treasuries  of  the  others  as 
well  as  by  the  banks  of  France  and  Belgium,  and  that  the  Union  might  be  termi- 
nated any  time  after  January  1,  1891,  by  giving  one  year's  notice. 

During  the  year  following  the  termination  of  the  convention  the  several  govern- 
ments are  to  proceed  to  the  exchange,  and  return  to  the  country  that  issued  them, 
of  the  5-franc  silver  pieces,  any  balance  remaining  after  the  exchange  having  to  be- 
settled  in  gold,  or  bills  of  exchange  on  the  debtor  State. 

In  brief,  therefore,  the  Latin  Union  has  now  the  single  gold  standard — the  coin- 
age of  gold  being  unlimited  and  that  of  silver  suspended.  The  ratio  of  gold  to  silver 
is  1  to  15^  ;  3,100  francs  being  coined  out  of  the  kilogram  of  standard  gold,  and  200- 
francs  out  of  the  kilogram  of  standard  silver  ;  3,444f  francs  out  of  the  kilogram  of 
pure  gold,  and  222f  francs  out  of  the  kilogram  of  pure  silver.  The  coinage  charge 
is  7f  francs  per  kilogram  fine  for  silver.  Gold  coins  and  the  5-franc  silver  pieces 
are  unlimited  legal  tender. 

Gold. — The  gold  coins  are  : 


Legal  Weight, 
Grams. 

Fineness. 

Tine  Weight. 

Value  in 

Grams. 

Grains. 

U.  S.  Gold  Coin. 

32.258 
16.129 
6.452 
3.226 
1.613 

.900 
.900 
.900 
.900 
.900 

29.032 

14.516 

5.806 

2.903 

1.452 

448.025 

224.012 

89.605 

44.802 

22.401 

$19,295 
9.647 
3.859 

50  francs 

10  francs 

1.929 
.964 
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Silver. — The  franc  is  known  as  the  lire  in  Italy,  and  as  the  drachma  in  Greece. 
The  only  full  legal  tender  silver  coin  is  the  5-franc  piece,  legal  weight  25  grams ; 
fineness,  0.900  ;  fine  weight,  22.5  grams,  or  347.22  grains. 

The  divisional  silver  coins  are  : 


Legal  Weight, 
Grams. 

Fineness. 

Fine  Weight. 

Value  Com- 
pared With 

Grams. 

Grains. 

Silver  in  U.  S. 
Silver  Dollar. 

10 
5 

2.5 
1 

.835 
835 
.835 
.835 

8.35 
4.18 
2.088 
0.835 

128.85 
64.43 
32.21 

12.88 

$0,347 

.174 

.087 

.035 

The  centime  is  called  the  centesimo  (plural,  centesimi)  in  Italy,  and  the  lepton 
(plural,  lepta)  in  Greece.  These  silver  coins  are  legal  tender  between  individuals  to 
the  amount  of  50  francs,  and  are  receivable  by  the  State  to  the  amount  of  100  franca 
in  single  payments. 

France. — Bank  Notes. — The  only  bank  of  issue  in  France  is  the  Bank  of 
France  with  its  branches.  Its  capital  belongs  entirely  to  its  shareholders. 
The  governor  and  the  two  sub-governors  of  the  bank,  however,  are  appointed 
by  decree  of  the  President  of  the  Republic.  It  was  founded  on  the  13th  of 
February,  1800,  with  a  capital  of  30,000,000  francs,  which  was  increased  to  45,000,- 
000  in  1803,  to  90,000,000  in  1806,  to  91,250,000  in  1848,  and  to  182,500,000  francs  in 
1875.  Its  charter,  granted  originally  for  fifteen  years,  was  renewed  several  times, 
the  last  time  on  June  9,  1857,  for  a  period  of  forty  years.  It  will  not  expire  until 
December  31,  1897.  The  renewal  of  its  charter  is  now  under  discussion  in  the 
French  Chamber.  There  is  no  doubt  of  its  renewal,  but  on  what  terms,  especially 
for  how  long  a  period,  is  a  question  which  is  being  warmly  debated.  The  State  has. 
no  share  in  its  profits.  The  direct  taxes  it  is  required  to  pay  are  3  per  cent,  on  its 
dividends,  stamp  duties  on  its  shares  and  notes  in  circulation,  and  various  other 
stamp  duties.  Its  capital  is  represented  by  182,500  shares,  of  the  nominal  value  of 
1,000  francs  each. 

There  is  no  charter  limitation  on  the  amount  of  notes  the  bank  may  issue,  but 
its  note  circulation  has  been  successively  limited  by  law  to  350,000,000  francs,  452,- 
000,000,  525,000,000,  1,800,000,000,  2,400,000,000,  2,800,000,000,  3,500,000,000,  and 
finally  by  the  law  of  January  25,  1893,  to  4,000,000,000. 

The  notes  of  the  bank  are  legal  tender  at  the  public  treasuries  and  between 
private  parties  so  long  as  they  are  redeemed  by  the  bank  on  demand.  The  issue  of 
notes  within  the  limit  fixed  by  law  and  the  proportion  to  be  observed  between  the 
amount  of  circulation  and  the  metallic  reserve  are  left  to  the  discretion  of  the 
government  of  the  bank. 

Estimated  Stock  of  money  in  France.— Gold,  $775,000,000  ;  silver  (full 
legal  tender),  $435,000,000,  limited  tender,  $58,000,000;  uncovered  paper,  $90,000,000, 
being  composed  of  bank  notes,  $665,000,000  and  less  metallic  reserves,  $575,000,000. 

Belgium. — Bank  Notes.— The  National  Bank  of  Belgium,  established  by 
the  Law  of  May  5,  1850,  is  the  only  joint  stock  company  authorized  in  Belgium  to 
issue  notes  payable  to  the  bearer  at  sight;  but  individuals  and  associations  are  free 
to  issue  bank  notes  on  their  own  responsibility.  The  National  Bank  of  Belgium  is  not, 
properly  speaking,  a  State  bank,  although  the  treasury  receives  a  large  share  of  its 
profits,  fixed  at  first  at  one-sixth  and  since  1872  at  one-fourth  of  the  profits  it  realizes 
over  and  above  6  per  cent.  It  also  receives  one-fourth  per  cent,  on  the  average  cir- 
culation of  the  bank  over  275,000,000  francs.  Receipts  from  discounts  go  to  the  State 
if  the  rate  exceed  5  per  cent.  The  Government  does  not  interfere  in  the  manage- 
ment of  the  bank,  but  may  veto  any  measure  which  it  deems  opposed  to  the 
bank's  charter,  the  law,  or  the  interest  of  the  State. 

The  bank,  located  in  Brussels,  has  a  branch  at  Anvers  and  agencies  throughout 
the  kingdom.  Its  capital  is  50,000,000  francs,  divided  into  50,000  shares  (of  the 
nominal  value  of  1,000  francs  each).  The  issue  of  notes  is  not  limited  in  an  absolute 
manner,  but  the  law  requires  that  it  should  be  represented  by  securities  which  may 
be  easily  realized  upon,  and  that  the  bank  should  have  a  metallic  reserve  (unless 
otherwise  authorized  in  special  cases  by  the  Minister  of  Finance)  equal  to  one-third 
of  the  obligation  it  must  meet  on  demand.  The  notes  of  the  bank  have  legal  but 
not  forced  currency,  and  are  in  denominations  of  1,000,  500,  100,  50  and  20  francs. 
It  is  the  financial  agent  of  the  treasury. 

The  bank  notes  outstanding  December  31,  1893,  amounted  to  450,756,000  francs, 
against  which  a  metallic  reserve  of  112,000,000  francs  was  held. 

Estimated  Slock  of  money  in  Belgium.— Gold,  $55,000,000;  silver, 
(full  legal  tender),  $48,000,000,  limited  legal  tender,  $6,900,000  ;  uncovered  paper, 
$65,500,000,  being  Bank  Notes,  $87,000,000,  less  metallic  reserves,  $21,600,000. 
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Italy. — State  Notes. — In  1874  the  six  banks  mentioned  below  formed  a 
syndicate  to  lend  the  Government  1,000.000,000  lire,  and  to  issue  notes  in  representa- 
tion thereof.  Upon  the  abandonment  of  forced  currency  the  syndicate  was  dis- 
solved, and  the  syndicate  notes  became  a  State  debt.  The  amount  of  these  State 
notes  outstanding  at  the  end  of  1893  was  352,791,605  lire,  against  which  the  treasury 
held  a  metallic  reserve  amounting  to  135,925,895  lire. 

Bank  Notes. — Italy  has  no  State  bank.  There  are  in  the  country  six  banks 
of  issue,  which,  by  virtue  of  the  Law  of  April  30, 1874,  are  authorized  to  issue  notes, 
payable  on  demand,  to  the  amount,  as  an  extreme  limit,  of  three  times  their  paid- 
up' capital.  But  the  total  of  the  notes  and  obligations  immediately  payable,  arising 
from  deposits  and  accounts  current,  at  sight,  must  not  exceed  three  times  the 
amount  of  coin  and  bullion  in  the  banks.  Their  notes  have  not  legal  currency.  All 
issue  notes  of  50,  100,  500  and  1,000  lire.  By  the  law  of  1874  on"  forced  currency, 
the  six  banks  were  authorized  to  issue  a  maximum  circulation  as  follows,  but  have 
not  always  kept  within  the  legal  limit : 

National  Bank  of  the  Kingdom,  450,000,000  francs ;  Roman  Bank,  45,000,000 
francs  ;  National  Bank  of  Tuscany,  63,000,000  francs  ;  Tuscan  Bank  of  Credit,  15,- 
000,000  francs  ;  Bank  of  Naples,  146,250,000  francs  ;  Bank  of  Sicily,  36,000,000  francs. 
Total,  755,250,000  francs. 

Since  the  abolition  of  forced  currency  this  limit  has  been  done  away  with  in  the 
interest  of  the  monetary  circulation,  and  the  banks  of  issue  have  been  authorized 
to  emit  additional  notes  provided  the  excess  is  covered  by  a  second  metallic  reserve 
(of  two-thirds  gold  and  one-third  silver)  to  an  equal  amount. 

By  an  act  bearing  date  August  10,  1893,  a  fusion  of  the  National  Bank  of  the 
Kingdom  with  the  Tuscan  National  Bank  and  the  Tuscan  Bank  of  Credit  was 
authorized  to  assume  the  name  of  "  Bank  of  Italy,"  their  paid-up  capital  being  in- 
creased from  173,000,000  lire  to  210,000,000  lire. 

The  power  to  issue  notes  is  granted  to  the  new  Bank  of  Italy  and  confirmed  to 
the  Bank  of  Naples  and  Bank  of  Sicily  for  twenty  years,  the  maximum  limit  of 
their  circulation  for  a  period  of  four  years  being  fixed  at  1,097,000,000  lire,  distri- 
buted as  follows  :  Bank  of  Italy,  800,000,000  lire  ;  Bank  of  Naples,  242,000,000  ;  Bank 
of  Sicily,  55,000,  000.  At  the  expiration  of  these  four  years  each  institution  shall 
begin  a  gradual  reduction  of  its  circulation  in  such  way  that  by  ten  years  there- 
after the  circulation  will  be  reduced  to  :  Bank  of  Italy,  630,000,000  lire  ;  Bank  oi 
Naples,  190,000,000  lire;  Bank  of  Sicily,  44,000,000— total,  864,000,000.  And  if  the 
circulation  of  either  bank  shall  then  exceed  three  times  its  paid-up  capital  it  shall 
reduce  its  circulation  still  further. 

In  addition  to  the  issues  as  thus  limited,  notes  may  be  issued  when  fully 
covered  by  metallic  reserves,  or  when  representing  advances  to  the  State. 

The  amount  of  bank  notes  outstanding  at  the  close  of  December,  1893,  was 
1,212,451,660  lire  ($234,000,000),  the  amount  of  metallic  reserve  held  by  the  banks 
being  56 1,028, 39 Hire  ($108,600,000). 

Estimated  Stoek  of  Money  in  Italy.— Gold,  $96,000,000;  silver, 
$50,200,000;  uncovered  paper,  $168,000,000,  being  composed  of  State  notes, 
$68,000,000,  plus  bank  notes,  $234,000,000,  less  metallic  reserves,  $134,000,000. 

Switzerland. — Bank  Notes. — The  banks  of  issue  in  Switzerland,  some 
founded  by  individual  enterprise  and  others  with  cantonal  assistance,  are  of  com- 
paratively recent  institution.  The  oldest  is  that  of  St.  Gall,  established  in  1836. 
The  Swiss  federal  law  on  the  issue  and  redemption  of  bank  notes  is  dated  March 
8,  1881. 

Previous  governmental  authorization  is  necessary  to  the  establishment  of  a 
bank  of  issue.  The  number  of  such  banks  is  not  limited.  The  Federal  Assembly 
reserves  the  right  of  fixing  at  all  times  the  total  issue  of  the  Republic,  and  deter- 
mining the  quota  of  each  bank.  The  banks  are  required  to  hold  a  metallic 
reserve,  distinct  and  independent  of  all  other  reserves  of  the  bank,  equal  at  least 
to  40  per  cent,  of  their  circulation,  while  the  remaining  60  per  cent,  must  be  cov- 
ered by  securities  readily  convertible.  Each  bank  is  required  to  take  the  notes  of 
the  other  banks  in  payment,  and  to  procure  the  redemption  of  the  notes  of  other 
banks  without  compensation.  The  amount  outstanding  at  the  close  of  1893  was 
181,488,750  francs. 

The  right  of  the  emission  banks  to  issue  notes,  however,  will  be  discontinued  in 
the  near  future  in  accordance  with  an  amendment  of  the  Constitution  in  1891 
asserting  the  right  to  issue  bank  notes  and  all  other  fiduciary  money  to  belong 
exclusively  to  the  Confederation,  but  leaving  to  the  Federal  Council  to  determine 
whether  the  monopoly  should  be  exercised  by  means  of  a  State  bank  or  a  joint 
stock  bank  controlled  by  the  Confederation.  On  January  24,  1894,  the  Council 
decided  in  favor  of  a  State  bank,  pure  and  simple,  the  administration  of  which, 
however,  is  to  be  entirely  independent  and  free  from  political  influence.  The  pian, 
as  outlined  by  the  Department  of  Finance,  contemplates  the  establishment  of  the 
«*entral  bank  at  Berne,  with  branches  throughout  the  Confederation.  The  present 
wanks  of  issue  may  be  incorporated  with  and  made  branches  of  the  new  State  bank, 

The  obligatory  acceptance  of  bank  notes  or  of  any  other  form  of  fiduciary 
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money  shall  not  be  decreed  by  the  Confederation,  except  in  case  of  necessity  in 
time  of  war. 

Estimated  Stock  of  Money  in  Switzerland.— Gold,  $15,000,000  ;  silver 
$15,000,000 ;  uncovered  paper,  $17,500,000,  being  composed  of  bank  notes, 
$35,000,000,  less  metallic  reserve,  $17,500,000. 

Greece. — Bank  IVote§. — Greece  has  three  banks  authorized  to  issue  notes, 
but  these  have  forced  currency  ;  the  metallic  reserves  are  merely  nominal,  and  the 
country  at  this  time  is  so  completely  under  an  irredeemable  paper  money  regime 
that  it  may  be  said  to  have  no  bank-of-issue  system.  The  amount  of  bank  notes 
outstanding  is  about  135,0)0,000  drachmas,  in  addition  to  which  there  are  some 
83,000,000  drachmas  of  Government  note§  in  circulation. 

Gold  is  at  a  premium,  averaging  for  the  year  1893  1.61  drachmas  to  the  franc  ; 
highest,  1.80J-;  lowest,  1.41f. 

Estimated  Stock  or  Honey  in  Greece.— Gold,  $2,000,000  ;  silver,  $4,000,- 
000  ;  uncovered  paper,  $41,500,000;  being  composed  of  Government  notes,  $16,000,- 
O00,  plus  bank  notes,  $26,000,000,  less  metallic  reserves,  $500,000. 

Estimated  Total  Stock  of  .Honey  in  Latin  Union.— Gold,  $943,000,000  ; 
•silver,  $617,000,000;  uncovered  paper,  $382,500,000. 

SPAIN. 

By  a  decree  of  the  19th  of  October,  1868,  Spain  adopted  the  monetary 
system  of  the  Latin  Union.  It  is,  therefore,  bimetallic  with  the  silver  peseta, 
equivalent  to  the  franc,  as  a  monetary  unit.  It  has  the  same  gold  and  silver  coins 
as  the  Union,  to  which  a  gold  25-peseta  piece  was  added  by  a  decree  of  August  20, 
1876. 

The  coinage  of  gold  is  free,  and  there  is  no  coinage  charge  for  that  metal,  but 
•depositors  cannot  get  the  coined  gold  until  eighteen  days  after  the  delivery  of  the 
bullion  to  the  mint.  Since  1878  silver  has  been  coined  only  on  account  of  the 
State.  The  ratio  of  gold  to  silver  is  1  to  15^.  Gold  and  the  5-peseta  silver  piece 
are  unlimited  legal  tender ;  divisional  silver  coin,  i.  e.,  all  silver  coins  of  less  value 
than  5  francs,  only  to  the  amount  of  50  pesetas. 

Bank  Notes. — The  only  bank  of  issue  in  the  country  is  the  Bank  of 
Spain,  founded  in  1829,  reorganized  in  1856,  with  a  franchise  of  twenty-five 
years,  which  was  renewed  in  1874  for  a  period  of  thirty  years.  It  has  enjoyed  the 
exclusive  privilege  of  issuing  bank  notes,  however,  only  since  March  19,  1874. 
The  law  of  that  date  raised  its  capital  to  100,000,000  pesetas,  divided  into  200,000 
shares  (of  the  nominal  value  of  500  pesetas).  Since  then  it  nas  been  raised  to  150- 
000,000.  The  eighteen  provincial  banks  of  issue  existing  at  that  time  have  been 
liquidated.  The  bank  is  not  a  State  bank,  and  the  State  has  no  share  in  its  profits. 
The  State,  however,  may  require  of  it  advances,  on  sufficient  security,  to  the  maxi- 
mum amount  of  125.000,000  pesetas.  It  is  located  at  Madrid,  with  branches  in  the 
principal  cities.  It  has  a  reserve  fund  equal  to  10  per  cent,  of  its  paid-up  capital. 
Any  diminution  of  this  reserve  fund  has  to  be  made  good  from  the  yearly  profits 
over  and  above  6  per  cent.  It  is  authorized  to  issue  bank  notes  to  an  amount  equal 
to  five  times  its  paid-up  capital ;  but  may  not,  under  any  circumstances,  issue 
more  than  four  times  its  metallic  reserve.  Its  notes  have  legal  currency,  and  are 
of  denominations  of  1,000,  500,  100,  50  and  25  pesetas.  The  aggregate  amount  out- 
standing at  the  end  of  1893  amounted  to  927,654,450  pesetas.  The  average  premium 
on  gold  has  been,  during  the  last  year,  about  18  per  cent. 

I'M imnf  <>d  Stock  ©r  Money  in  Spain.— Gold,  $40,000,000 ;  silver  (full 
tender),  $120,000,000  ;  silver  (limited  tender),  $38,000,000  ;  uncovered  notes,  $107- 
000,000;  being  bank  notes,  $179,000,000,  less  metallic  reserve,  $72,000,000. 


SCANDINAVIAN  UNION. 

SWEDEN,   NORWAY  AND    DENMARK. 

The  Scandinavian  Monetary  Union  embraces  Sweden,  Norway  and  Denmark. 
These  three  kingdoms  concluded  in  1873  and  1875  a  monetary  convention  based  on 
the  employment  of  the  single  gold  standard  and  on  a  common  system  of  coins 
and  money  of  account.  The  krone  or  crown,  divided  into  100  Ore,  is  the  monetary 
unit. 


Gold. 

Legal  weight, 
Grams. 

Fineness. 

Pine  Weight. 

Value  in  U.  S. 

Grams. 

Grains. 

Gold  Coin. 

8.0606 
4.4;>03 

.900 
.900 

8.06454 
4.03227 

124.452 

62.226 

$5.36 
2  68 
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Silver. 

Legal  Weight, 
Grams. 

Fineness. 

Fine  Weight. 

Value  compar'd' 
with  Silver  in 

Grams. 

Grains. 

IT.    S.    Silver- 
dollar. 

2  kronen  

1  krone 

50 Ore 

40  ore 

15.000 
7.500 
5.000 
4.000 
2.420  • 
1.450 

.800 
.800 
.600 

.eoo 

.600 
.400 

12.000 
6.000 
3.000 
2.400 
1.452 
0.580 

185.184 
92.592 
46.296 
37.038 
22.40? 
8.950 

$0,499 
.249 
.125 
100 

25  ore 

060 

10  Ore 

024 

(2,480  kronen  are  manufactured  out  of  1  kilogram  of  fine  gold.)  The  coinage  of 
gold  is  unlimited.  The  coinage  charges  for  gold  are  one-quarter  per  cent,  per  kilo- 
gram fine  for  20-kronen  pieces,  and  one-third  per  cent,  per  kilogram  fine  for~ 
10-kronen  pieces.     Silver  is  coined  only  on  account  of  the  Government. 

Silver  coins  are  legal  tender  as  follows  :  The  2  kronen  and  1  kronen  pieces  to 
the  amount  of  20  kronen  ;  the  50,  40,  25  and  10  ore  pieces  to  the  amount  of  5  kronen. 

All  the  coins  above  mentioned  have  legal  currency  in  the  three  kingdoms. 
The  Monetary  Convention  does  not  limit  the  coinage  by  the  Governments  of  the- 
silver  or  bronze  coins.  In  each  of  the  three  States  there  are  public  treasuries  at 
which  any  sum  of  fractional  coin  divisible  by  10  kronen  may  be  exchanged  for 
gold. 

Sweden.  Bank  Notes. — Sweden  has  a  State  bank  of  issue,  called  the  Bank  of 
Sweden,  whose  capital  belongs  to  the  nation,  whose  profits  may  figure  in  the  budget, 
and  whose  administration  is  confided  to  a  commission  elected  annually  by  the  Diet. 

Banks  of  issue  ma}'  be  established  by  joint  stock  companies  witb  the  authoriza- 
tion of  the  king.  Their  charters  run  for  ten  years  and  may  be  renewed.  The  re- 
sponsibility of  the  shareholders  is  unlimited.  There  are  some  thirty  of  these  banks, 
and  the  right  to  issue  notes  belongs  to  them  jointly  with  the  Bank  of  Sweden. 
The  latter' s  capital  is  fixed  at  25,000,000  crowns  and  its  reserve  fund  at  5,000,000. 
The  Constitution  guarantees  the  legal  currency  of  its  notes.  Its  circulation  is- 
limited  by  the  law  to  a  fixed  sum  of  30,000,000  crowns  plus  the  amount  of  its 
credits  and  accounts  current  with  foreign  banks  and  its  metallic  reserve,  which 
must  not  fall  below  10,000,000  crowns.  The  notes  of  the  private  banks  are  not 
legal  tender,  and  are  redeemable  in  gold  only  and  not  in  the  notes  of  the  Bank 
of  Sweden.  Only  the  notes  of  the  bank  of  the  State  are  receivable  at  the  public 
treasuries.  The  circulation  of  a  private  bank  may  not  exceed  the  total  of  the 
following  sums : 

(a)  The  amount  of  the  company's  capital  converted  into  mortgages ;  (b)  the 
part  of  its  reserve  invested  in  mortgage  titles  ;  (c)  one-half  the  total  credits  of  the 
bank  ;  (d)  the  whole  of  its  metallic  stock  less  a  reserve  in  gold  equivalent  to  10 
per  cent,  of  the  company's  capital. 

The  Bank  of  Sweden  issues  about  four-ninths  and  the  private  banks  about  five- 
ninths  of  the  total  notes  in  circulation  in  the  kingdom,  as  may  be  seen  from  the 
following  statement  of  the  amount  of  bank  notes  outstanding  at  the  close  of  1893  : 

Crowns. 

Bank  of  Sweden  (Riksbank)  notes 47,828,400 

Private  bank  notes _ 59,058,892 


106,887,292 

Of  the  notes  of  the  Bank  of  Sweden,  17,368,828  crowns  were  uncovered.  The 
uncovered  notes  of  the  private  banks  on  the  same  date  amounted  to  about  40,- 
000,000  crowns. 

Norway.  Bank  Notes. — Norway  has  only  one  central  bank  of  issue — the  Bank 
of  Norway, founded  in  1814.  It  is  a  joint  stock  bank  with  the  state  as  principal  share- 
holder, and  is  under  the  direction  of  State  officials.  Its  capital  is  10,000,000  kronen.  Its 
issue  of  notes,  which  have  legal  currency  in  the  country,  may  not  exceed  twice  its 
metallic  reserve,  but  the  bank  is  authorized  to  place  one-third  of  that  reserve  with 
its  correspondents  in  foreign  countries.  The  outstanding  notes  Dec.  31,  1893, 
amounted  to  47,199,800  crowns,  which  exceeds  the  metallic  reserve  by  14,694,000 
crowns. 

Denmark.  Bank  Notes. — The  National  Bank  of  Denmark,  founded  in  1818, 
is  the  only  bank  of  issue  in  the  Kingdom.  Its  capital  is  27,000,000  kronen,  and  its 
issue  of  notes  may,  by  royal  decree  of  1877,  exceed  its  metallic  reserve  by  30,000,000 
kronen.  At  the  end  of  December,  1893,  the  aggregate  circulation  amounted  to 
81,000,000  crowns,  of  which  20,000,000  crowns  are  "  uncovered." 

Estimated  Stock  of  Honey  in  Scandinavian  Union.— Gold,  $32,- 
000,000  ;  silver  (subsidiary),  $11,000,000  ;  uncovered  notes,  $27,000,000,  being  bank 
notes,  $60,000,000,  less  metallic  reserve,  $33,000,000. 
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THE  NETHERLANDS. 

When  England  in  1816  adopted  the  gold  standard,  the  Netherlands,  which 
then  had  the  single  silver  standard,  went  over  to  the  double  standard,  with  the 
ratio  of  gold  to  silver  of  1  to  15.873.  They  returned  in  1847  to  the  silver  standard, 
and  afterwards,  in  1875,  again  replaced  the  latter  by  the  double  standard.  The 
fundamental  monetary  laws  of  the  country  at  the  present  time  are  those  of 
November  26,  1847,  and  June  6,  1875.  The  monetary  unit  is  the  guilder  or  florin, 
of  100  cents. 

Qol<t. — The  standard  gold  coins  are  the  10-florin  and  5-florin  pieces.  The  10- 
florin  piece  has  a  legal  weight  of  6.720  grams,  0.900  fine,  and  contains  6.048  grams 
(93.332  grains)  of  fine  gold,  worth  in  U.  S.  gold  $4,019. 

Silver. — 


Silver   Coins. 


Legal  Weight, 

Fineness. 

Pine  Weight. 

Grams. 

Grams. 

Grains. 

25 

.945 

23.625 

364.581 

10 

.945 

9.450 

145.832 

5 

.945 

4.725 

73.916 

3.575 

.640 

2.288 

35.308 

1.400 

.640 

0.896 

13.824 

0.685 

.640 

0.438 

6.765 

Value  Compared 

with  Silver  in 

U.  S.  Silver 

Dollar. 


Rixdaler,  2)4,  florins. 

Florin 

Half  florin 

25-cent  piece  

10-cent  piece 

5-cent  piece 


.196 


.037 
.018 


The  trade  coins  are  the  double  ducat  and  the  ducat,  0.983  fine,  and  containing 
respectively,  6.8692  and  3.4346  grams  of  pure  metal. 

(Out  of  a  kilogram  of  pure  gold  there  are  manufactured  1,653.43  florins,  and  out 
of  a  kilogram  of  pure  silver  105.82  florins.) 

Only  the  standard  gold  and  silver  coins  are  unlimited  legal  tender.  Silver 
fractional  coins  are  legal  tender  to  the  amount  of  10  florins. 

The  coinage  of  gold  is  free  ;  that  of  standard  silver  coins,  except  on  account  of 
the  State,  has  been  suspended  since  December  9,  1877. 

The  coinage  of  fractional  silver  is  on  Government  account.  The  coinage 
charges  are  5  florins  per  kilogram  of  gold  and  1  florin  per  kilogram  of  silver. 

The  monetary  system  of  the  Netherlands  colonies  is  the  same  as  that  of  the 
mother  country. 

Bank  Notes.— The  Bank  of  the  Netherlands,  founded  in  1814,  has  the 
exclusive  right  to  issue  notes.  Its  charter  has  been  renewed  three  times,  each 
time  for  twenty-five  years.  It  last  expired  March  31,  1889,  but  was  again  renewed, 
and  will  not  now  terminate  till  1914.  The  Bank  of  the  Netherlands  is  not  a  State 
bank,  but  a  certain  amount  of  surveillance  is  exercised  over  it  by  a  special  com- 
missioner of  the  kingdom,  who  is  paid  by  the  bank ;  and  its  president  and  secretary 
are  appointed  by  the  king.  It  is  situated  at  Amsterdam,  but  has  a  branch  at  Rot- 
terdam, and  agencies  and  correspondents  in  all  important  places  in  the  country. 
Its  capital  is  16,000,000  florins.  It  receives  no  interest-bearing  deposits  and  its 
accounts  current  are  payable  at  sight. 

The  amount  of  issue  of  its  notes  is  not  absolutely  fixed,  but  by  royal  decree  the 
sum  total  of  its  notes,  of  its  checks  and  balances  of  account  current  must  be  covered 
to  the  extent  of  at  least  40  per  cent,  by  its  metallic  reserve,  which  may  consist  of  gold 
and  silver  coin  or  bullion.  Since  1872  the  bank  has  purchased  no  silver  for  its  reserve. 
Under  the  law  its  only  possible  debts  are  its  notes,  its  own  checks,  and  its  accounts 
current.  December  31,  1893,  the  amount  of  its  notes  in  circulation  was  201,899,380 
florins  ($81,127,370),  while  its  metallic  reserve  amounted  to  129,360,504  florins 
($52,002,921). 

Government  Note§. — In  addition  to  the  bank  notes  there  are  Government 
notes  in  circulation  to  the  extent  of  15,000,000  florins  ($6,030,000). 

Estimated  Stock  of  money  in  the  Netherlands*.— Gold,  $27,000,000  ; 
silver  (full  tender),  $53,400,000  ;  silver  (limited  tender),  $3,200,000  ;  uncovered  notes, 
$36,000,000,  being  State  notes,  $6,000,000,  plus  bank  notes,  $82,000,000,  less  metallic 
reserve,  $52,000,000. 


RUSSIA. 

Gold. — The  fundamental  monetary  law  of  the  country  is  dated  December  IT, 
1885,  and  went  into  force  January  1,  1886.  The  monetary  unit  is  the  silver  ruble  of 
100  kopecks.  The  law  provides  for  the  coinage  of  both  gold  and  silver  in  the  ratio  of 
1  to  15£.  The  gold  coins  are  the  imperial  (10  rubles)  and  half  imperial  (5  rubles) 
of  the  legal  weight  of  12.9039  and  6.4519  grams  respectively,  and  the  fineness  of 
0.900.  The  imperial,  therefore,  contains  11.6135  grams  of  pure  gold  (value  $7,718) 
and  the  half  imperial,  5.8067  grams.  The  coinage  of  gold  on  private  account  is  un-> 
limited,  and  the  mint  charge  is  3  per  cent,  for  that  metal. 

Silver. — The  full  legal  tender  silver  coins  are  the  ruble,  ^  ruble  and  £  ruble  pieces. 
The  silver  ruble  has  a  legal  weight  of  19.995  grams,  a  fineness  of  0.900,  and  con- 
tains 17.996  grams  (277.713  grains)  of  fine  silver  ($0,748  at  the  U.  S.  coinage  ratio 
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of  silver  dollars).     The  half  and  quarter  rubles  are  of  the  same  fineness  and  of  pro- 
portional weight.     The  divisional  coins  of  Russia  are  of  silver  and  copper. 


Legal  Weight, 
Grams. 

Fineness. 

Fine  Weight. 

Value  compared 

Grams. 

Grains. 

U.S.  Silver 
Dollar. 

•20  Kopecks 

3.599 
2.699 
1.799 
0.899 

.500 
.500 
.500 
.500 

1.799 
1.349 
0.899 
0.449 

27.765 

20.825 

13.880 

6.935 

$0,075 
.056 
.038 
.019 

These  coins  arc  legal  tender  to  the  amount  of  3  rubles  between  individuals  and 
unlimited  legal  tender  to  the  State  for  taxes,  etc. 

The  coinage  of  silver  on  private  account  is  suspended. 

Such  is  the  monetary  system  of  Russia  as  it  stands  upon  the  statute  book,  but 
it  has  no  existence  in  fact,  that  country  having  been  under  an  exclusively  paper 
Tegime  since  1855. 

Bank  IVotes.— The  National  Bank  of  Russia  is  the  only  bank  of  issue 
in  the  Empire.  It  is  a  State  bank,  established  by  an  imperial  ukase  in  1860, 
whose  capital  and  reserve  fund  were  furnished  by  the  Government.  Its  present 
capital  is  25,000,000  rubles,  and  its  reserve  fund  3,000,000.  These  are  the  inviolable 
property  of  the  bank,  which  the  State  cannot  touch  nor  use  for  the  public  expense 
any  more  than  it  can  the  deposits  oi"  the  bank.  The  State  shares  the  profits  of  the 
bank  inasmuch  as  they  are  employed  as  a  sinking  fund  to  redeem  the  notes  of  the 
bank,  at  5  per  cent,  interest,  and  to  pay  other  loans  made  by  the  State  of  the  bank. 
It  is  under  the  jurisdiction  of  the  Minister  of  Finance.  Its  governor  and  vice-gov- 
ernor are  appointed  by  the  Emperor,  and  its  directors  are  chosen  by  the  Minister  of 
Finance  on  the  recommendation  of  the  governor.  The  bills  of  'credit,  or  paper 
money,  of  Russia  are  issued  by  the  bank,  and  hence  are  not,  properly  speaking, 
paper  money  of  the  Government. 

These  credit  rubles,  in  denominations  of  1,  3,  5,  10,  25  and  100  rubles,  have  legal 
and,  as  a  matter  of  fact,  forced  currency  since  the  cessation  of  specie  payments. 
The  amount  of  credit  notes  it  may  issue  would  seem  to  depend  entirely  on  the  ex- 
igencies of  the  Government. 

Estimated  Stock  of  Money  in  Russia.— Gold,  $450,000,000;  silver  (full 
tender),  $22,000,000 ;  silver  (limited  tender),  $38,000,000  ;  uncovered  notes,  $530,000,- 
O00,  being  bank  notes,  $825,000,000,  less  metallic  reserve,  $295,000,000. 

PORTUGAL. 

Gold. — The  present  monetary  system  of  Portugal  was  established  by  the  Law 
•of  July  29,  1854,  and  is  gold  monometallic,  with  the  milreis  of  1,000  reis  as  monetary 
unit.     One  thousand  milreis,  or  a  million  reis,  is  called  a  conto. 

Gold  is  coined  in  unlimited  amounts  on  private  account  at  a  mint  charge  of  1 
■milreis  per  kilogram. 


Gold. 

Legal  Weight, 
Grams. 

Fineness. 

Fine  Weight. 

Value  in  U.  S. 

Grams. 

Grains. 

Gold  Coin. 

17.735 
8.868 
3.547 
1.774 

.916% 
.916* 

16.2569 
8.1284 
3.2513 
0.6256 

250.878 
125.439 
50.175 
25.088 

3  10.804 
5  402 

Fifth  Crown  or  2  milreis 

2.161 

1.08 

Silver. — Silver,  like  copper,  is  coined  only  in  divisional  coins. 
Silver  is  legal  tender  only  to  the  amount  of  5  milreis,  but  by  Lisbon  commercial 
•usage  one-third  of  all  payments  are  accepted  in  that  metal. 


Silver. 

Legal  Weight, 
Grams. 

Fineness. 

Fine  Weight. 

Value  com- 
pared with  sil- 

Grams. 

Grains. 

ver  in  U.  S. 
Silver  Dollar. 

5  Testones  or  500  reis 

12.5 
5.0 
2.5 
1.25 

.916% 
.916% 
.916% 
•916^ 

11.4582 
4.5833 
2.2916 
1.1458 

176.825 
70.730 
35.365 
17.682 

$0,476 
.190 

.095 

.048 

Bank  IVotes. — The  Bank  of  Portugal,  founded  in  1822,  and  seven  others, 
are  authorized  to  issue  notes.  The  notes  of  the  Bank  of  Portugal  are  received 
by  the  public  treasuries,  but  otherwise  have  not  legal  currency. 

The  notes  of  the  other  banks  are  not  received  by  the  public  treasuries,  but  have 
currency  in  their  respective  districts.  By  the  law  of  1854,  bank  notes  should 
represent  gold  exclusivelv  and  be  paid  in  that  metal. 

Estimated  stock' of  Honey  in  Portugal.— Gold,  $40,000,000;  silver 
(limited  tender),  $25,000,000 ;  uncovered  notes,  $50,000,000 ;  being  bank  notes. 
$55,000,000  ;  less  metallic  reserve,  $5,000,000. 
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TURKEY. 

Gold. — The  monetary  system  of  Turkey  has  the  piaster,  equal  to  40  paras,  3 
aspes,  as  monetary  unit.  The  gold  coins  are  the  500,  250,  100,  50  and  25  piaster 
pieces,  all  of  the  same  fineness,  viz.,  0.916%.  The  100  piaster  piece,  or  gold 
medjidie,  is  called  the  Turkish  pound.  It  has  a  gross  weight  of  7.216  grams  and  a 
fine  weight  of  6.6146  grams.  The  gross  and  fine  weight  of  the  other  gold  coins 
are  proportional  to  those  of  the  Turkish  pound.  The  mint  charge  for  gold  is  1  per 
cent. 

Silver..— The  silver  coins  are  the  20,  10,  5,  2,  1,  and  half  piaster  pieces,  0.830 
fine.  The  20  piaster  piece  has  a  gross  weight  of  24.055  grams,  and  a  fine  weight 
of  19.9656  grams.  The  10,  5,  2,  1  and  hall'  piasters  have  a  proportional  gross  and 
fine  weight.  The  ratio  of  gold  to  silver  was  originally  1  to  15.09.  By  a  decree  the 
Government  lowered  the  value  of  the  20-piaster  piece  to  19  piasters,  in  conse- 
quence of  which  debasement  the  ratio  of  gold  to  silver  is  1  to  15Jg.  The  coinage 
of  silver  is  suspended. 

Such  is  the  system  as  it  exists  on  paper,  but  the  actual  coined  money  of  the 
country  is  in  a  very  unsatisfactory  condition. 

Bank  Notes. — The  only  bank  of  issue  in  Turkey  is  the  Imperial  Ottoman 
Bank.  Its  notes  are  payable  exclusively  in  gold/  Its  reserve  is  generally 
greater  than  its  circulation.  Thus,  at  the  end  of  1886  it  had  a  circulation  of 
1,758,500,  and  a  reserve  of  $6,150,000.  At  present  it  has  a  reserve  of  about 
$11,000,000  and  a  note  circulation  of  only  $5,000,000. 

Estimated  Stock  of  Honey  in  Turkey.— Gold,  $50,000,000;  silver,  $40,- 
000,000  ;  uncovered  notes,  none. 

ROUMANIA. 

Coin. — The  laws  of  April  14,  1867,  and  April  3,  1879,  introduced  the  system  of 
the  Latin  Union  into  Roumania,  the  franc  being  called  the  lei,  and  the  centime  the 
bani ;  but  in  1890  a  measure  was  passed  by  the  Roumanian  Chamber,  abrogating 
the  double  standard,  and  substituting  for  it  the  single  gold  standard  with  a  sub- 
sidiary silver  coinage,  legal  tender  to  the  amount  of  50  lei  or  francs. 

Bank  Notes, — The  only  bank  of  issue  is  the  National  Bank  of  Roumania. 
The  law  of  1890  introducing  the  single  standard  into  the  country  limited  the 
issue  of  its  notes  in  the  proportion  of  2%  paper  to  1  of  gold. 

On  the  31st  of  December,  1893,  its  metallic  reserve  was  59,800,000  lei,  and  its 
circulation  128,461,000  lei. 

SERVIA. 

Coin. — The  monetary  system  of  Servia  was  assimilated  to  that  of  the  Latin 
Union  by  the  law  of  November  11,1878.  The  franc  is  called  the  dinar,  and  the  centime 
the  para.  It  was  provided  that  after  the  g'old  pieces  had  been  put  in  circulation  the 
5  dinar  piece  should  be  legal  tender  only  to  the  amount  of  500  dinars,  and  the 
smaller  silver  pieces  only  to  the  amount  of  50  dinars,  thus  making  the  country, 
practically,  gold  monometallic. 

Bank  Notes.  —  The  only  bank  of  issue  of  the  country  is  the  National 
Bank  of  Servia,  located  at  Belgrade,  with  a  branch  at  Nisch.  Its  issue  may 
not  exceed  three  times  its  metallic  reserve.  Its  circulation  in  August,  1894,  was 
26,200,000  dinars,  and  its  metallic  reserve  10,600,000  dinars. 

PERSIA. 

Silver. — The  monetary  unit  is  the  kran,  a  silver  coin  now  weighing  24  nakhods 
(71  grains),  0.895  fine.  The  silver  coins  are  the  5,  2,  and  1  kran  pieces,  and  the  10 
shahis  {%  kran)  and  5  shahis  pieces. 

Gold. — The  unit  is  the  toman,  nominally  worth  10  krans,  but  gold  is  in  circula- 
tion only  as  a  commodity,  and  one  gold  toman  is  now  worth  about  16  krans.  The 
toman  is  now  worth  in  United  States  gold  coin  about  $2.30. 

Bank  Notes. — The  Shah  in  1889  granted  a  concession  to  Baron  Julius  de 
Reuter  for  the  formation  of  an  Imperial  Bank  of  Persia,  with  head  office  at  Teheran 
and  branches  in  the  chief  cities.  The  bank  is  incorporated  under  an  English  charter. 
It  has  the  exclusive  right  of  issuing  bank  notes,  which  may  not  exceed  £800,000, 
without  the  assent  of  the  Persian  Government.  The  notes  are  based  on  the  silver 
kran.  The  coin  reserve  required  for  the  first  two  years  was  50  per  cent.  ;  it  is  now 
33  per  cent.     The  notes  are  issued  in  denominations  from  one  toman  upwards. 

CHINA. 
If  China  can  be  said  to  have  any  standard  at  all,  it  must  be  classed  as  a 
silver  standard  country ;  yet  it  has  neither  gold  nor  silver  coinage.  The  actual 
currency  coined  is  the  "  cash,"  or  "  li,"  made  from  an  alloy  of  copper,  iron  and  tin. 
There  are  several  kinds  of  cash  current  in  the  Empire — that  coined  at  Canton 
weighing  0.08  of  a  tael,  and  being  valued  at  1,350  to  the  tael.  Originally  (and 
nominally  still)  the  cash  represented  the  one-thousandth  part  of  a  tael — it  now, 
however,  requires  in  some  parts  of  the  Empire  from  1,600  to  1,800  to  make  up  the 
value  of  the  tael,  so  great  has  been  their  depreciation. 
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In  all  large  transactions  silver  by  weight  is  the  medium  of  exchange  ;  the  form 
chosen  being  mainly  the  Spanish  or  Mexican  dollar  in  the  southern  part  of  China, 
«,nd  ingots  called  shoes,  from  some  fancied  resemblance,  in  the  North.  These 
*hoes  are  assayed  and  stamped,  not  by  a  Government  official,  but  by  the  hong  koo, 
who  derives  his  authority  solely  from  an  arrangement  among  the  native  bankers. 

The  denomination  used  in  indicating  the  weight  of  silver,  whether  ingots  or 
foreign  coin,  is  the  tael.  This,  however,  is  a  weight  which  varies  in  different  parts 
of  China.  In  Canton  it  equals  580  grains  troy  (24  taels  equal  29  oz.  Troy).  At 
Shanghai,  where  Mexican  dollars  are  current,  1  tael  is  taken  as  equivalent  to  $1,395 
<$100  equals  71.7  taels). 

No  statistics  as  to  the  number  of  bank  notes  outstanding  are  obtainable.  The 
number  of  banks  in  China  is  very  large.  These  banks  for  the  most  part  have 
•capitals  of  a  few  hundred  or  a  few  thousand  dollars  only,  and  are  under  no  sort  of 
Oovernment  control.  Their  notes — issued  for  both  "  cash"  and  silver— generally 
have  a  circulation  limited  to  the  immediate  vicinity  of  the  bank  and  would  not  be 
accepted  in  another  city  or  another  part  of  the  same  city. 

JAPAN. 

The  real  currency  of  Japan,  before  the  admission  of  foreigners  into  the  country, 
•consisted  of  a  gold  coin,  the  kobang,  and  a  silver  coin,  the  ichibu,  coined  at  a  ratio 
of  about  1  to  4.  The  Japanese  promptly  discovered  the  danger  to  which  this 
•exposed  them,  and  altered  the  valuation  to  correspond  more  nearly  wiih  the  ratio 
in  other  countries. 

Silver. — Since  1871  the  legal  money  has  been  the  yen  of  100  sen.  The  basis  of  the 
new  monetary  system  was  the  Mexican  dollar,  whose  equivalent,  the  new  silver  yen, 
weighed  416  grains  Troy  (26.9563  grams)  0.900  fine.  But  as  at  the  same  time  gold 
yens  were  coined  of  .900  fineness,  and  containing  1-1/2  grams  fine  gold,  the  double 
standard  was  established  in  Japan  with  a  proportion  of  gold  to  silver  as  1  to  16.- 
173818.  As  this  relation  gave  to  gold  a  higher  value  than  its  market  value  for  the 
time  being,  the  Government  found  it  more  advantageous  to  coin  gold,  and  in  1872 
the  piece  of  20  yens,  weighing  33-1/3  grams,  or  514.41  grains  Troy,  0.900  fine,  i.  e., 
30  grams  or  462.97  grains  Troy,  fine.  Since  1872  gold  has  considerably  risen  in  its 
value  towards  silver.  In  consequence  gold  yens  have  been  largely  exported  to 
JEurope,  and  the  actual  standard  of  Japan  is  now  silver. 

In  1875  the  Japanese  Government  resumed  the  coinage  of  silver,  this  time  in 
"the  shape  of  a  "  trade  dollar,"  weighing  420  grains  Troy,  0.900  fine,  the  exact 
equivalent  of  the  trade  dollar,  and  tried  to  introduce  this  coin  as  a  monetary  basis 
instead  of  the  Mexican  dollar,  and  for  that  purpose  made  it  in  1878  a  legal  tender 
in  all  public  and  private  transactions ;  but  it  did  not  succeed  in  driving  out  the 
Mexican  dollar,  which,  although  weighing  only  about  416  grains,  circulated  on  a 
par  with  the  Japanese  trade  dollar ;  and  the  coinage  of  the  trade  dollar  was  dis- 
continued. 

In  September,  1879,  the  Japanese  silver  yen  of  416  grains,  0.900  fineness,  was 
declared  by  the  Government  to  be  a  legal  tender,  to  be  received  and  paid  on  a  par 
with  the  Mexican  dollar,  and  to  be  accepted  at  the  Government  offices  in  payment 
of  customs  dues,  land  rents,  etc.  The  foreign  banks  and  the  mercantile  community 
have  recognized  this  action  on  the  part  of  the  Government,  and  this  silver  yen  of 
416  grains  is  the  present  monetary  unit,  having  virtually  supplanted  the  Mexican 
dollar. 

It  was  not  until  1883,  when  the  interest  on  an  internal  loan,  originally  payable 
in  silver  or  gold,  was  made  payable  in  silver  only,  that  Japan's  position  as  a  silver- 
using  country  was  finally  established. 

Government  and  Bank  Notes. — Trade  among  the  Japanese  is  carried  on 
to  a  large  extent  in  a  Government  paper  money  which  is  inconvertible,  but  at 
present  stands  at  par  in  silver. 

The  weekly  statement  of  the  Treasury  for  March  18th,  1893,  shows  an  outstand- 
ing circulation  of  98,841,655  yen,  while  the  Treasury  held  at  the  same  time  22,800,- 
000  yen  in  gold  coin  and  bullion  and  63,800,000  yen  in  silver  coin  and  bullion. 

The  amount  of  bank  notes  outstanding  December  31st,  1893,  is  given  as  22,756,118 
yen  ;  Bank  of  Japan  convertible  silver  notes,  148,663,128  yen. 

MEXICO. 

Silver. — Mexico  has  the  single  silver  standard. 

The  principal  provisions  of  the  law  governing  the  monetary  system  of  Mexico 
are  as  follows : 

The  dollar  (el  peso)  is  the  unit  of  account  fixed  by  article  1  of  the  law  of  Novem- 
ber 28,  1867.  The  mints  of  the  Republic,  of  which  there  are  eleven,  receive  for 
coinage  or  assay  whatever  quantities  may  be  presented  by  individuals,  whether  of 
gold  or  silver.  The  coinage  ratio  is  1  to  16£.  Since  July  1,  1895,  the  coinage  charge  on 
both  gold  and  silver  has  been  at  the  rate  of  5  per  cent,  of  their  respective  values. 

In  the  payment  of  Government  dues  or  taxes  no  fixed  amount  in  gold  or  silver 
4s  exacted,  and  payment  is  admitted  in  any  of  the  coins  in  legal  circulation. 
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The  Mexican  silver  dollar  circulates  not  only  in  Mexico,  but,  under  the  name  of 
ipiaster,  is  the  current  coin  of  several  countries  in  America,  Asia  and  Africa. 

The  denominations,  weight,  fineness,  etc.,  of  the  coins  of  Mexico  are  as  follows  : 


Gold. 

Weight. 
Grains. 

Fineness. 

Pure  gold  con- 
tained. 

Grains. 

Value  in  TT.  S.  gold 
coin. 

20  pesos 

522.234 
261.117 
130.558 
65.279 
26.111 

.875 
.875 
.875 
.875 
.875 

456.954 
228.477 
114.238 
57.129 

22.847 

$19.67.9 
9.83.9 

4.91.9 

2,<^j  pesos 

Peso 

2.45.9 
.98.4 

Silver. 

Weight. 
Grains. 

Fineness, 

Pure  silver  con- 
tained. 

Grains. 

Value  compared 

with  silver  in  U.  S. 

silver  dollar. 

Peso 

417.790 
208.895 
104.447 
41.779 
20.889 

.902.7 
.902.7 
.902.7 
.902.7 
.902.7 

377.170 
188.585 
94.292 
37.717 

18.859 

$1,016 

.508 

.254 

.102 

.051 

CENTRAL  AMERICAN  STATES. 

Since  1870  accounts  in  Costa  Rica,  Guatemala,  Honduras,  Nicaragua  and  Salva- 
dor, are  kept  in  dollars  (piastres,  or  silver  pesos).  Though  provision  is  made,  as  in 
Mexico,  for  coinage  of  gold,  the  actual  circulation  is  silver,  except  as  supplemented 
toy  paper. 

Guatemala  has  a  circulation  of  about  $3,000,000  bank  notes,  one-half  of  which  is 
"uncovered." 

In  Costa  Rica  there  remains  a  small  and  diminishing  amount  of  old  Government 
bills,  but  the  main  circulation  is  that  of  the  Bank  of  La  Union  in  denominations 
from  $1  to  $100.  It  is  at  par  with  fractional  silver,  of  which  there  is  a  considerable 
-amount  in  circulation. 

Honduras  has  but  one  bank,  which  has  the  privilege  of  issuing  notes  which  are 
legal  tender  in  all  payments  to  Government. 

SOUTH  AMERICAN  STATES. 

Chile. — Legally  Chile  has  the  double  standard.  But  the  coinage  ratio  of  gold 
to  silver  being  1  to  16.29,  gold  left  the  country  and  no  gold  pieces  are  to  be  found 
in  actual  circulation,  so  that  Chile  is  really  on  a  silver  basis,  so  far  as  specie  is  con- 
cerned.    The  real  medium  of  exchange,  however,  is  a  depreciated  paper  currency. 

The  monetary  unit  is  the  peso,  of  the  same  weight  and  fineness  as  the  French 
5-franc  piece  ;  but  by  the  act  of  1  Tov.  26,  1892,  the  coinage  of  silver  was  restricted 
solely  to  the  account  of  the  State,  and  an  effort  made  to  return  to  a  gold  standard, 
by  authorizing  the  free  coinage  of  gold,  in  which  currency  all  obligations  shall  be 
settled. 

The  actual  circulation  of  the  country,  in  addition  to  a  considerable  amount  of 
subsidiary  silver,  is  the  national  paper  currency  and  bank  notes.  Of  the  former 
there  were  in  circulation  Dec.  31,  1893,  $29,593,000,  against  $8,850,000  in  gold  was 
held.  The  nominal  value  of  the  bank  notes  in  circulation  at  the  same  time  was 
$17,266,507,  guaranteed  to  the  extent  of  50  per  cent.  During  the  year  1893  gold 
was  at  a  premium  of  about  290  per  cent. 

By  laws  of  May,  1893,  amending  the  act  of  1892  providing  for  the  ultimate  re- 
demption of  the  present  inconvertible  paper  currency,  steps  are  taken  to  ensure 
its  convertibility  after  June  1,  1895  ;  and  from  Jan.  1,  1897,  the  notes  shall  cease  to 
•be  legal  tender. 

An  important  step  has  also  been  taken  in  the  consolidation  into  one  establish- 
ment, under  the  title  of  "Bank  of  Chile,"  of  three  of  the  leading  banks  of  the 
country.  The  new  bank  is  to  consist  of  two  departments — the  issue  department 
and  the  banking  department — with  separate  management,  like  the  Bank  of  Eng- 
land. 

Argentine  Republic— Up  to  1881  the  Argentine  Republic  had  a  very  inco- 
herent monetary  system,  mostly  paper  of  fluctuating  value  ;  commercial  transac- 
tions being,  in  some  measure,  carried  on  in  foreign  coins.  In  1875  an  attempt 
to  establish  a  coinage  system  failed  owing  to  the  financial  and  economical  condition 
of  the  country.  In  1881,  however,  monetary  reform  was  resumed  with  better 
chances  of  success. 

The  unit  of  the  coinage  system  is  the  gold  peso,  of  the  same  weight  and  fineness 
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as  the  French  5-franc  gold  piece.  Gold  coins  are  full  legal  tender.  The  law 
restricted  the  coinage  and  use  of  silver,  which  is  legal  tender  only  to  the  amount  of 
10  pesos.     The  country  should,  therefore,  be  classed  as  a  gold  standard  country. 

The  actual  currency  is  depreciated  paper,  fluctuating  greatly  in  value.  The 
amount  in  circulation  at  the  close  of  1893  was  $306,000,000,  of  which  $85,000,000 
was  Government  notes,  and  $221,000,000  bank  notes. 

Bolivia. — Bolivia  has  the  single  silver  standard.  The  real  monetary  unit  is 
the  boliviano,  of  20.25  grams  fine,  in  which  all  bank  notes  are  redeemed,  and  which 
is  the  basis  of  foreign  exchange. 

The  Bank  of  Bolivia  issues  paper  money  redeemable  on  demand,  and  generally 
on  a  par  with  silver.  June  30,  1893,  the  bank  notes  in  circulation  amounted 
to  $1,022,121.40  bolivianos.  The  reserve  of  the  National  Bank  of  Bolivia  at  the 
same  time  was  744,576  bolivianos. 

Brazil — In  1849  the  gold  standard  was  adopted  by  Brazil,  with  coins  of  20,  10 
and  5  milreis  in  gold  and  smaller  coins  in  silver.  The  20-milreis  gold  piece  weighs 
276.695  grains,  .916f  fine  ($10,923).  Silver  is  legal  tender  to  the  amount  of  20 
milreis. 

The  present  money  is,  however,  inconvertible  Government  notes,  dating  from 
1835,  and  bank  notes.  About  1850  the  Bank  of  Brazil  received  the  privileges  of 
issue,  and  until  1864  its  notes  were  convertible  into  gold  coin  or  Government  notes. 
In  1864  specie  payments  were  suspended.  Notes  as  small  as  500  reis  (27.3  cts.) are 
issued.  Soon  after  the  declaration  of  the  present  Republic,  additional  banks  of  issue 
were  authorized,  whose  issues  expanded  the  total  circulation  from  $100,000,000  in 
1889  to  $250,000,000  in  1891.  In  the  same  time,  the  paper,  which,  after  being  at  a 
discount  for  many  years,  had  stood  at  par  in  1889,  depreciated  to  less  than33^  per 
cent,  of  its  par  value.  In  1892  the  two  chief  banks  of  issue,  the  Banco  do  Brazil,  and 
the  Banco  da  Republica  were  united  as  the  Banco  da  Republica  do  Brazil,  becoming 
responsible  for  the  existing  circulation,  while  the  ultimate  liability  rests  with  the 
Government. 

Colombia — The  dollar  unit  is  silver,  the  weight  of  the  5-franc  piece.  Legal 
tender  bills  have  been  issued  since  1886  through  the  National  bank,  the  maximum 
issue  being  fixed  at  $12,000,000. 

Uruguay — The  total  monetary  circulation  in  July,  1892,  is  stated  as  $5,000,000, 
of  which  $2,388,000  was  paper,  issued  by  two  banks. 

Venezuela — The  monetary  unit  is  the  bolivar,  corresponding  in  weight  and 
fineness  with  the  franc.  Botli  gold  and  silver  are  in  circulation.  There  are  only- 
two  banks  of  issue,  both  private  corporations,  and  their  notes  are  at  par  with  the- 
national  currency. 


SITUATION  PRINCIPAL  BANKS  OF  ISSUE,  SEPTEMBER  30,  1894. 
[From  the  Bulletin  de  Statistique,  October,  1894.] 


Name  of  Banks. 


Metallic  Re- 
serve. 


Analysis  of  the  Reserve. 


Gold. 


Silver. 


Bills  payable  to 
bearer  in  cir- 
culation. 


Imperial  Bank  of  Germany 

Bank  of  Austria-Hungary 

Bank  of  Belgium 

National  Bank  of  Bulgaria  (a) 

National  Bank  of  Denmark 

Bank  of  Spain 

Bank  of  Finland  (a) 

Bank  of  France 

National  Bank  of  Greece  (a) 

Italy: 

Bank  of  Italy 

Bank  of  Naples  (6) 

Bank  of  Sicily  (b) 

Bank  of  Norway  (a) 

Imperial  Ottoman  Bank  (Turkey)  (c) 

Bank  of  the  Netherlands 

Bank  of  Roumania 

United  Kingdom  : 

Bank  of  England 

Banks  of  Scotland  (d) 

Banks  of  Ireland  (d) 

Imperial  Bank  of  Russia  («) 

Bank  of  Servia 

Sweden  : 

Royal  Bank  (a) 

Private  Banks  (a) 

Swiss  Banks  of  Issue  (a> 

U.  S.  National  Banks 


$229. 

1*0, 

22. 

1, 

14. 

88: 

5, 
632. 


780,000 
,800,000 
,780,000 
300,000 
340,000 
,260,000 
,020,000 
,780,000 
420,000 

,420,000 
,260,000 
,340,000 
,600,000 
,100,000 
,060.000 
,440,000 

,500,000 
,340,000 
,040,000 
,000,000 
120,000 

120,000 
660,000 
340,000 
240,000 


$58,340,000 


14,340,000 

40,020,000 

4,340,000 

381,200,000 


20,160,000 
7,040,000 
6,600,000 


20,500,000 
10,120.000 


193,500,000 


300,700,000 
1,280;000 

5,160,000 

2,080,000 

15,660,000 

196,920,000 


$62,460,000 


48,240,000 

680,000 

251,580,000 


2,100,000 
300,000 


34,560,000 
320,000 


3,300,000 
840,000 

960,000 
2,580  000 
2,680,000 
40,320,000 


$281,600,000 

211,220,000 

83,060,000 

320,000 

20,940,000 

185,180,000 

9,280,000 

675,580,000 

22,160,000 

166,680,000 
46,980,000 
10,120,000- 
13,440,000 
5,020,000 
85,480,000 
23,160,000 

127,500,000 
33,440,000 
29,200,000' 

783,800,000 
5,240,000 

12,900,000 

15,800,000 

33,080,000 

207,500,000 


a  Situation  on  August  31 . 
b  Situation  on  September  20. 


c  Situation  on  May  31. 
d  Situation  on  August  1. 


e  Situation  on  September  16. 
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GOLD  PAR  EQUIVALENTS.* 


2P 


Sovereign 

Frano 

Mark 

Florin,  A.  H.. 
"      Dutch. 

Rouble 

Eseudo 

Kroner 

Milreis,  P 

B 

Dollar,  U.S.A. 

**    Mexico .. 

"    A.  R   ... 

"  Chilij.... 
[   "    Uruguay 

"    Ven 

"    Bolivia.. 

"    Ecuador 

"    Nfld  .... 

"    P.I 

Yen 

Toman 

Rupee 

Piastre,  Tunis. 
"  Egypt. 
"     Turkey 


25.22 

20.43 

10.09 

12.0909 
6.103 
9.70 

18.16 
4.5041 
8.9104 
4.867 
4.95 
5.044 
5.334 
4.69 
5.044 
5.215 
5.125 
4.8 
4.948 
4.89 
2.124 

10.273 

41.68 

97.69 
110.71 


0.0396 


0.81 

0.40 

0.479 

0.242 

0.385 

0.72 

0.179 

0.3533 

0.1929 

0.1962 

0.2 

0.218 

0.186 

0.2 

0.207 

0.203 

0.1903 

0.1962 

0.194 

0.0843 

0.4073 

1.650 

3.87 

4.392 


0.049 
1.! 


0.494 

0.592 

0.299 

0.475 

0.888 

0.225 

0.436 

0.238 

0.242 

0.247 

0.262 

0.23 

0.247 

0.255 

0.251 

0.235 

0.242 

0.239 

0.104 

0.503 

2.04 

4.78! 

5.423 


Florin. 


0.099 
2.500 
2.03 


1.198 
0.605 
0.962 
1.800 
0.447 
0.883 
0.4824 
0.491 
0.500 
0.528 
0.465 
0.500 
0.517 
0.508 
0  476 
0.491 
0.484 
0.210 
1.018 
4.132 
9.683 
10.98 


0.08tf 
2.086 


0.8344 


0.5047 

0.8023 

1.5021 

0.3725 

0.7369 

0.4 

0.4092 

0.4217 

0.4412 

0.387 

0.4172 

0.4313 

0.423! 

0.397 

0.4092 

0.4037 

0.1757 

0.85 

3.4471 

8.0985 

9.1571 


0.164 

4.133 

3.35 

1.653 

1.98 


1.59 

2.975 

0.738 

1.46 

0.7999 

0.8106 

0.8266 

0.874 

0.7683 

0.827 

0.855 

0.839 

0.7861 

0.817 

0.800 

0.3481 

1.683 

6.829 

16.00 

18.15 


0.103 

2.600 

2.106 

1.04 

1.246 

0.629 


1.872 

0.4643 

0.919 

0.5017 

0.51 

0.52 

0.55 

0.4834 

0.52 

0.538 

0.5283 

0.4949 

0.5109 

0.503 

0.219 

1.06 

4.26 

10.071 

11.42 


0.0551 

1.3889 

1.125 

0.5556 

0.6658 

0.3361 

0.5341 


0.2481 

0.4905 

0.268 

0.2724 

0.2778 

0.2937 

0.2582 

0.2777 

0.2871 

0.2822 

0.2644 

0.2726 

0.2688 

0.117 

0.5657 

2.29 

5.38 

6.1003 


Milreis. 


0.222 

5.5997 
4.5357 
2.2399 
2.6843 
1 .3551 
2.1538 
4.0317 


1.9712 
1.080 
1.0-384 
1.12 
1.1317 
1.0411 
1.12 
1.1578 
1.1377 
1.0658 
1.0 
1.0&38 
0.4717 
2.2808 
9.253' 
21.689 
24.595 


0.1123 

2.8306 

2.2928 

1.1322 

1.3569 

0.6849 

1.0887 

2.038 

0.5055 

0.*546i 

0.5552 
0.5661 
0.5986 
0.5262 
0.5661 
0.5853 
0.5752 
0.5388 
0.5553 
0.5478 
0.2384 
1.153 
4.6408 
10.964 
12.4375 


Piastre. 


0.024  0 
0.6051  0 
0.490l|0 
0.24250 
0.2900l0 
0.14640 
0.2328  0 
0.435710 
0.10810 
0.21380 
0.11670 
0.11870 
0.12100 
0.12790 
0.1125  0 
0.12100 
0.1251  0 
0.12290 
0.11520 
0.11890 
0.1171|0 
0.0509'0 


01025 

2582 


1248 

0624 

0977 

1859 

0461 

913 

0498 

0506 

0516 

0546 

0480 

516 

0534 

0525 

0491 

0507 


0217 
0.2465J0.1052 


.6578,1.134 


0.0090 
0.2277 
0.1844 
0.0910 
0.1091 
0.0551 
0.0876 
0.1639 
0.0407 
0.0804 
0.0439 
0.0446 
0.0455 
0.0481 
0.0423 
0.0455 
0.0471 
0.0463 
0.0433 
0.0447 
0.0447 
0.0192 
0.0927 
0.3762 
0.8819 


Sovereign 

Franc 

Mark 

Florin.  A.  H.. 

"      Dutch.. 

Rouble 

Eseudo 

Kroner  

Milreis,  P 

B 

Dollar,  U.S.A. 

"    Mexico.. 

"    A.R 

"    Chili.... 

"    Uruguay 

"    Ven 

"    Bolivia.. 

"    Ecuador 

"    Nfld 

"    P.  I 

Yen 

Toman 

Rupee 

Piastre,  Tunis. 
"  Egypt. 
"     Turkey 


Dollar. 

i 

6 

>> 

"3 

^ 

§3 

•0 

C  cj 

< 

1 

1 

It 

1 

I 

3 
I 

P 

jP 

a 

O 
§ 

13 

s 

< 

8 

1 

3 

1 

fc 

1 

& 

s 

0.2055 

0.2021 

0.1982 

0.1875 

0.2133 

0.1982 

0.1917 

0.1951 

0.2083 

0.2029 

0.2048 

0.4707 

5.1826 

5.098 

5.0000 

4.7284 

5.3785 

5.0000 

4.8363 

4.9214 

5.2540 

5.0971 

5.1667 

11.8720 

4.1979 

4.1294 

4.05 

3.9603 

4.3566 

4.05 

3.9174 

3.9863 

4.2557 

4.1287 

4.1850 

9.6161 

2.074 

2.0392 

1.9999 

1.8918 

2.1514 

2.00 

1.9345 

1.9685 

2.1016 

2.0388 

2.0667 

4.7488 

2.4845 

2.444 

2.392 

2.2667 

2.5784 

2.3969 

2.3185 

2.3592 

2.5187 

2.4435 

2.4768 

5.6912 

1.254 

1.2337 

1.21 

1.1442 

1.3015 

1.2099 

1.1703 

1.1909 

1.2714 

1.2335 

1.2503 

2.8728 

1.993 

1.968 

1.9229 

1.8186 

2.0686 

1.923 

1.8601 

1.8928 

2.0207 

1.9605 

1.9871 

4.5661 

3.7319 

3.6706 

3.6000 

3.4043 

3.8725 

3.600 

3.4822 

3.5434 

3.7827 

3.6700 

3.720 

8.5477 

0.9255 

0.9104 

0.8928 

0.8444 

0.9605 

0.8929 

0.8637 

0.8788 

0.9382 

0.9143 

0.9227 

2.1201 

1.831 

1.81 

1.7663 

1.6704 

1.9001 

1.7856 

1.7086 

1.7386 

1.8561 

1.8007 

1.8253 

4.1942 

0.9837 

0.9645 

0.9124 

1.0378 

0.9648 

0.9332 

0.9496 

1.0137 

0.9835 

0.9969 

2.2908 

1.0165 

0.9807 

0.9275 

1.055 

0.9808 

0.9487 

0.9653 

1.0305 

0.9999 

1.0134 

2.3287 

1.0366 

1.02 

0.9458 

1.0578 

1.00006 

0.9673 

0.9843 

1.0508 

1.0195 

1.0334 

2.3745 

1.0961 

1.078 

1.0574 

1.1375 

1.0574 

1.0228 

1.0408 

1.1111 

1.0780 

1.0927 

2.5107 

0.9636 

0.9479 

0.9295 

0.8971 

0.9296 

0.8992 

0.9510 

0.9768 

0.9477 

0.9606 

2.2073 

1.0365 

1.0916 

0.9999 

0.9457 

1.0757 

0.9673 

0.9843 

1.0508 

1.0194 

1.0333 

2.3744 

1.076 

1.0541 

1.0338 

0.9777 

1.1121 

1.0338 

1.0130 

1.0864 

1.0503 

1.0683 

2.4548 

1.0539 

1.03"> 

1.016 

0.9608 

1.0929 

1.0114 

6. 9600 

1.0676 

1.0357 

1.0496 

2.4123 

0.9864 

0.9703 

0.9516 

0.9 

1.0203 

0.9517 

0.9205 

0.9367 

0.9701 

0.9834 

2.2979 

1.0168 

1.0002 

0.9809 

0.9277 

1.0552 

0.9809 

0.9488 

0.9655 

1.0308 

1.0136 

2.3291 

1.003 

0.9867 

0.9677 

0.9152 

1.041 

0.9677 

0.9361 

0.9525 

1.0165 

0.9865 

2.2978 

0.4366 

0.4294 

0.4211 

0.3983 

0.4528 

0.4209 

0.4074 

0.4145 

0.4435 

0.4293 

0.4352 

2.1109 

2.0765 

2.04 

1.926 

2.1907 

2.0365 

1.9700 

2.0045 

2.1400 

2.0760 

2.1044 

4.8356 

8.5646 

8.425 

8.2623 

7.14 

8.8883 

8.2628 

7.9923 

8.1329 

8.6825 

8.4234 

8.5383 

19.619 

20.074 

19.832 

19.366 

18.315 

20.8332 

19.367 

18.7331 

19.0625 

20.394 

19.7434 

20.059 

45.9933 

22.763 

22.3928 

21.9598 

20.7685 

23.6237 

21.9611 

21.2424 

21.6158 

23.0765 

22.388 

22.6932 

52.144 

0.0974 
2,4552 
1.9887 
0.9821 
1.1874 
0.5941 
0.9443 
1.7677 
0.4000 
0.8671 
0.4737 
0.4816 
0.4911 
0.5194 
0.4564 
0.4909 
0.5077 
0.4989 
0.4673 
0.4817 
0.4752 
0.2068 

'4!6573 
9.5100 
10.7835 
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WEIGHTS  OF  GOLD  AND  SILVER  COINS.* 


?able  of  weights  of  gold  and  silver  coins  on  issue  from  the  mints.  These  coins  are,  or  should  be,  current  in  the 
World's  present  twenty-nine  monetary  systems.  Col.  I.— Pure  goid  or  pure  silver  in  1000  parts  of  metal. 
Col.  II.— Proportion  of  silver  to  1  of  gold  between  the  weights  of  both  indicated  by  one  money  of  account 
under  mintage  regulations.  Col.  III.— Names  of  the  coins.  Col.  IV.— Total  weight  and  weight  of  pure 
gold  (G.)  and  pure  silver  (S.)  in  grams.  Col.  V.— Total  weight  and  weight  of  pure  gold  and  pure  silver  in 
Troy  grains. 


Col.  I. 


Col.  n. 


Col.  in. 


Col.  IV.— Grams. 


Total  Weight   £««$« 


Pure  Metal. 


Col.  V.— Grains. 


Tota.  Weight    **&* 


Pure  Metal. 


875. 

900. 

916.667 

925. 

916.667 

830. 

916.667 

916.667 

917. 

900. 

916.667 

925. 

900. 

900. 

900. 

900. 

*966! '*' 
900. 
916.667 
916.667 
983. 
945. 
900. 
800. 
900. 
900. 
900. 
900. 
A  weight 
900. 
902.778 
875. 

'966!'" 

'966! 
875. 
900. 


868.056 

916.667 

910. 

900. 

900. 

916.667 

916.667 

900. 

990. 

900. 

900. 


15. 

'  14. "287 


15.1 

'i4!69* 


14.4 
15.5 
14.3 

16!" 

15!5* 


16.39 
14 '.22* 


15.6 

'u'M' 


13.95 

ih'.h" 


No  coin 

"ie"'" 


16.173 
'ib.79 


15.5 
15!" 


15.3 
15!" 


13.37 
15!86' 


Egyptian  pound 

10  piasters 

British  pound 

1  shilling 

Turkish  pound 

20  piasters 

Portuguese  5-milreis 

5  testoons 

Uruguay  5-peso 

1  peso 

Newfoundland  2-dollars 

50  cents 

United  States  5-dollars 

1  dollar 

Argentine  Republic  5-dollars 

1  dollar  or  peso 

Cuba  1-peso 

Chili  5-pesos 

1  peso 

Brazil  milreis 

2  milreis 

Netherlands  10-guilders 

1  guilder  or  florin 

Danish  20-crowns 

2  crowns 

German  20-marks 

1  mark 

French  20- francs 

1  franc 

Shanghai  tael 

Trade  dollar 

Mexican  dollar 

16  pesos 

Java  dollar  or  2J/£-guilders. . 
Japan  1-yen 

5  yens 

Philippine  dollar 

1  peso 

Peruvian  sol 

10  sols 

Tripoli  mahbub 

Russian  rouble 

5  roubles 

Siamese  tical 

Austrian  florin 

8  florins 

Indian  rupee 

15  rupees 

Persian  kran 

1  thoman 

Tunis  1-piaster 

50  piasters 


8.5000 
12.5000 

7.9881 

5.6552 

7.216 
24.055 

8.8675 
12.5000 

8.4850 
25.0000 

3.3280 
S*  11.7820 
G  8.3591 
S  26.7290 
G  8.0645 
S  25.0000 
G 
Q 
8 
G 
S 

a 
s 

G 

S 
G 

S 
G 

S 
B 

s 
s 


25.0000 
8.9648 

25.5000 
6.729 

10.0000 
8.9606 

15.0000 
7.965 
5.5555 
6.4516 
5.0000 


27.2156 
27.0643 
G  27.0643 
S  28.0785 
S  26.9564 
G  8.33335 
S  25.9600 
G  1.6915 
S  25.0000 
G  16.1290 

S  

19.9957 
.5440 
15.1805 
12.3457 
6.4516 
11.6638 
11.6638 
4.5861 
3.4667 
3.0970 


7.4375 

11.25000 

7.3224 

5.2310 

6.6147 

19.9650 

8.1285 

11.4583 

7.7807 

22.5000 

3.0507 

10.8983 

7.5232 

24.0567 

7.25805 

22.5000 

1.3933 

6.8639 

22.5000 

8.2178 

23.3750 

6.0561 

9.4500 

8.0645 

12.0000 

7.16846 

5.0000 

5.8065 

4.5000 

33.2457 

24.4940 

24.4330 

23.6813 

24.3737 

24.2607 

7.5000 

23.3640 

1.4796 

22.5000 

14.5161 

20.2957 

17.9961 

5.9987 

13.3670 

11.1111 

5.8065 

10.6918 

10.6918 

4.0843 

3.4321 

2.7875 

8.7840 


131.1749 
192.9043 
123.2740 

87.2250 
111.3598 
371.2313 
136.8460 
192.9043 
130.9435 
385.2087 

51.35886 
181.8234 
129.0000 
412.5000 
124.5415 
385.2087 

1  if.  6941* 

385.2087 

138.34793 

393.5249 

103.84428 

154.3235 

138.2831 

231.4852 

122.917896 

85.7359 

99.56334 

77.0417 

420^6666' 

417.6657 
417.6657 
433.3172 
416.0000 
128.60317 
400.6253 
26.0961 
385.2087 


101.0000 
234.2711 
190.5231 
99.563349 
180.0000 
180.0000 
70.7740 
53.49032 
47.7939 
150.61973 


114.7781 
173.6139 
113.0016 

80.72937 
102  0804 
308.1168 
125.4425 
176.8284 
120.0750 
347.2278 

47.07895 
168.1871 
116.09985 
371.2514 
112.00875 
347.2278 

21.5019 
105.92533 
347.2278 
126.81996 
360.7311 

93.45985 
145.8357 
124.45418 
185.1882 
110.626801 

77.1617 

89.60701 

69.4455 
513.0607 
378.0000 
377.0586 
365.45753 
376.1434 
374.4000 
115.74262 
360.5614 

22.83705 
347.2278 
224.01753 
313.2101 
277.7221 

92.57403 
206.2850 
171.4703 

89.60701 
165.0000 
165.0000 

63.0316 

52.96536 

43.0145 
135.55776 


*  From  The  World's  Metal  Monetary  Systems,  by  John  Henry  Norman,  1892. 
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THE    WORLD'S   CURRENCIES. 


GOLD  AND  SILVER  RATIOS  AND  PRICES. 

COMMERCIAL  RATIO  OF  SILVER  TO  GOLD  EACH  YEAR  SINCE  1687. 

(From  1687  to  1832  the  ratios  are  taken  from  Dr.  A.  Soetbeer;  from  1833  to  1878  from  Pixley  and  Abell's  tables; 
and  for  subsequent  years  from  daily  cablegrams  from  London  to  the  Bureau  of  the  Mint.) 


Year. 

Ratio. 

Year. 

Ratio. 

Year. 

Ratio. 

Year. 

Ratio. 

Year. 

Ratio. 

Yea 

r.      Ratio. 

1687 

14.94 

1722.... 

15.17 

1757.... 

14.87 

1792.... 

15.17 

1827.... 

15.74 

1862 

...      15.35 

1688 

14.94 

1723.... 

15.20 

1758.... 

14.85 

1793.... 

15.00 

1828.... 

15.78 

1863 

15.37 

1689 

15.02 

1724.... 

15.11 

1759.... 

14.15 

1794..  . 

15.37 

1829.... 

15.78 

1864 

...      15.37 

1690 

15.02 

1725.... 

15.11 

1760.... 

14.14 

1795... 

15.55 

1830.... 

15.82 

1865 

...      15.44 

1691 

14.98 

1726... 

15.15 

1761.... 

14.54 

1796.... 

15.65 

1831.... 

15.72 

1866 

...      15.43 

1692 

14.92 

1727.... 

15.24 

1762.... 

15.27 

1797.... 

15.41 

1832.... 

15.73 

1867 

...      15.57 

1693 

14.83 

17*8.... 

15.11 

1763.... 

14.99 

1798.... 

15.59 

1833.... 

15.93 

1868 

...      15.59 

1694 

14.87 

172y.... 

14.92 

1764.... 

14.70 

1799.... 

15.74 

1834.... 

15.73 

1869 

...      15.60 

1695 

15.02 

1730.... 

14.81 

1765.... 

14.83 

1800.... 

15.68 

1835.... 

15.80 

1870 

...      15.57 

1696 

15.00 

1731.... 

14.94 

1766.... 

14.80 

1801.... 

15.46 

1836.... 

15.72 

1871 

...      15.57 

1697 

15.20 

1732.... 

15.09 

1767.... 

14.85 

1802.... 

15.26 

1837.... 

15.83 

1872 

...      15.63 

1698 

15.07 

1733.... 

15.18 

1768.... 

14.80 

1803. . . . 

15.41 

1838.... 

15.85 

1873 

15.92 

1699 

14.94 

1734.... 

15.39 

1769.... 

14.72 

1804.... 

15.41 

1839.... 

15.62 

1874 

...      16.17 

1700 

14.81 

1735... 

15.41 

1770.... 

14  62 

1805.... 

15.79 

1840.... 

15.62 

1875 

...      16.59 

1701 

15.07 

1736.... 

15.18 

1771.... 

14.66 

1806.... 

15.52 

1841.... 

15.70 

1876 

...      17.88 

1702 

15.52 

1737.... 

15.02 

1772  ... 

14.52 

1807.... 

15.43 

1842  .. 

15.87 

1877 

...      17.22 

1703 

15.17 

1738.... 

14.91 

1773.... 

14.62 

1808  ... 

16.08 

1843.... 

15.93 

1878 

...      17.94 

1704 

15.22 

1739.... 

14.91 

1774.... 

14.62 

1809  ... 

15.96 

1844.... 

15.85 

1879 

18.40 

1705 

15.11 

1740.... 

14.94 

1775.... 

14.72 

1810.... 

15.77 

1845.... 

15.92 

1880 

...      18.05 

1706 

15.27 

1741... 

14.92 

1776.... 

14.55 

1811.... 

15.53 

1846.... 

15.90 

1881 

...      18.16 

1707 

15.44 

1742.... 

14.85 

1777.... 

14.54 

1812.... 

16.11 

1847.... 

15.80 

1882 

...      18.19 

1708 

15.41 

1743.... 

14.85 

1778.... 

14.68 

1813.... 

16.25 

1848.... 

15.85 

1883 

...      1864 

1709 

15.31 

1744... 

14.87 

1779.... 

14.80 

1814  ... 

15.04 

1849. . . . 

15.78 

1884 

...      18.57 

1710.     ... 

15.22 

1745  ... 

14.98 

1780.... 

14.72 

1815.... 

15.26 

1850.... 

15.70 

1885 

...      19.41 

1711.  ■•  •• 

15.29 

1746.... 

15.13 

1781  ... 

14.78 

1816.... 

15  28 

1851.... 

15.46 

1886 

...      20.78 

1712 

15.31 

1747.... 

15.26 

1782.... 

14.42 

1817.... 

15.11 

1852... 

15.59 

1887 

...      21.13 

1713 

15.24 

1748.... 

15.11 

1783.... 

14.48 

1818.... 

15.35 

1853.... 

15.33 

1888 

...     21.99 

1714 

15.13 

1749.... 

14.80 

1784.... 

14.70 

1819.... 

15.33 

1854.... 

15.33 

1889 

...     22.10 

1715 

15.11 

1750.... 

14.55 

1785.... 

14.92 

1820. . . . 

15.62 

1855.... 

15.38 

1890 

...      19.76 

1716 

15.09 

1751.... 

14.39 

1786.... 

14.96 

1821.... 

15.95 

1856.... 

15.38 

1891 

...     20.92 

1717 

15.13 

1752. . . . 

14.54 

1787.... 

14.92 

1822.... 

15.80 

1857.... 

15.27 

1892 

...      23.73 

1718 

15.11 

1?53.... 

14.54 

1788. . . . 

14.65 

1823.... 

15.84 

1858.... 

15.38 

1893 

...      26.43 

1719 

15.09 

1754.... 

14.48 

1789. . . . 

14.75 

1824... 

15.82 

1859.... 

15.19 

1894 

. . .      32.56 

1720 

15.04 

1755.... 

14.68 

1790... 

15.04  , 

1825. . . . 

15.70 

I860.... 

15.29 

1721 

15.05 

1756.... 

14.94 

1791  ... 

15.05  1 

1826  ... 

15.76 

1861 .... 

15.50 

HIGHEST,   LOWEST,    AND  AVERAGE  PRICE  OP  BAR-SDLVER  IN  LONDON/ 
[Per  ounce  British  standard  (0.925),  since  1833,  and  the  equivalent  in  United  States  gold  coin  of  an  ounce  1000 
fine,  taken  at  the  average  price.] 


Years. 

Lowest. 

Highest. 

Average. 

Average. 

1833    

Pence. 
58.750 
59.750 
59.250 
59.625 
59.000 
59.500 
00.000 
60.125 
59.750 
59.250 
59.000 
59.250 
58.875 
59.000 
58.875 
58.500 
59.500 
59.500 
60.000 
59.875 
60.625 
60.875 
60.000 
60.500 
61.000 
60.750 
61.750 
61.250 
60.125 
61.000 

Pence. 
59.875 
60.750 
60.000 
60.375 
60.375 
60.125 
60.625 
60.750 
60.375 
60.000 
59.625 
59.750 
59.875 
60.125 
60.375 
60.000 
60.000 
61.500 
61.625 
61.875 
61.875 
61.875 
61.625 
62.250 
62.375 
61.875 
62.750 
62.375 
61.375 
62.125 

Pence. 
59.188 
59.938 
59.688 
60.000 
59.563 
59.500 
60.375 
60.375 
60.063 
59.438 
59.188 
59.500 
59.250 
59.313 
59.688 
59.500 
59.750 
61.063 
61.000 
60.500 
61.500 
61.500 
61.313 
61.313 
61.750 
61.313 
62.063 
61 .688 
60.813 
61.438 

$1,297 
1.313 
1.308 
1.315 
1.305 
1.304 
1.323 
1.323 
1.316 
1.303 
1.297 
1.304 
1.298 
1.300 
1.308 
1.304 
1.309 
1.316 
1.337 
1.326 
1.348 
1.348 
1.344 
1.344 
1.353 
1.344 
1.360 
1.352 
1.333 
1  346 

1834 

1835 

1836 

1837 

1838 

1839 

1840 ... 

1841 

1842 

1843 

1844 

1845 

1846 

1847 

1848 

1849 

1850 

1851 

1852 

1853 

1854 

1855 

1856 

1857 

1858 

1859 

1860 

1861 

1862 

Years. 


1863. 
1864. 
1865. 
1866. 
1867. 


1870. 
1871. 
1872 
1873. 
1874. 
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Pence. 
61.000 
60.625 
•60.500 
60.375 
60.375 
60.125 
60.000 
60.250 
60.188 
59.250 
57.875 
57.250 
55.500 
46.750 
53.250 
49.500 
48.875 
51.625 
50.875 
50.000 
50.000 
49.500 
46.875 
42.000 
43.250 
41.625 
42.000 
43.625 
43.500 
37.875 
30.500 
27.000 


Pence. 
61.750 
62.500 
61.625 
62.250 
61.250 
61.125 
61.000 
60.750 
61.000 
61.125 
59.938 
59.500 
57.625 
58.500 
58.250 
55.250 
53.750 
52.875 
52.875 
52.375 
51.188 
51.375 
50  000 
47.000 
47.125 
44.563 
44.375 
54.625 
48.750 
43.750 
38.750 
31.750 


Pence. 
61.375 
61.375 
61.063 
61.125 
60.563 
60.500 
60.438 
60.563 
60  500 
60.313 
59.250 
58.313 
56.875 
52.750 
54.813 
52.563 
51.250 
52.250 
51.938 
51.813 
50.025 
50.750 
48.563 
45.375 
44.625 
42.875 
42.688 
47.750 
45.063 
39.813 
35.625 
28.875 


$1,345 
1.345 
1.338 
1.339 
1.328 
1.326 
1.325 
1.328 
1.326 
1.322 
1.298 
1.278 
1.246 
1.156 
1.201 
1.152 
1.123 
1.145 
1.138 
1.136 
1.110 
1.113 
1.065 
0.995 
0.978 
0.940 
0.936 
1.046 
0.988 
0.876 
0.782 
0.635 
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The  question,  What  is  money  ?  may  seem  as  puzzling  as  Pilate's  famous  question, 
44  What  is  truth?  "  but  the  puzzle  in  both  cases  is  about  words,  not  things.  Invert  the  ques- 
tions and  apply  them  to  some  actual  case.  Is  a  certain  thing  true  J  Is  a  certain  thing 
money  t  Straightway  the  puzzle  vanishes  and  we  know  how  to  seek  out  answers.  Truth  is 
established  by  evidence ;  money  is  recognized  by  its  ability  to  perform,  certain  functions. 
Will  it  buy  things,  or  hire  persons  or  property,  or  pay  debts  1  If  it  will  do  all  these  things 
exactly  as  they  are  done  by  what  is  undoubtedly  money,  then  the  coin  or  note  in  question  is 
money.  The  community  may  not  be  wise  in  accepting  certain  things  as  money  and  becoming 
dependent  upon  them,  but  that  is  a  very  different  matter. 
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THE    PEOPLE'S   ITIOXEY. 

No  apology  is  necessary  for  the  attempt  to  condense  for  general  distribution 
Mr.  Trenholm's  thorough  work,  which  is  not  merely  the  latest  of  its  kind,  but  has 
been  made  even  more  timely  by  the  events  of  the  last  year  than  it  was  at  the  date 
of  its  publication. 

I.— Industry,  Commerce,  Finance,  and  the  People. 

This  is  essentially  an  industrial  age,  and  in  no  country  of  the  world  is  industry 
more  universal  or  more  varied  than  it  is  in  the  United  States.  Here  nearly  every- 
body is  either  an  industrial  worker,  with  brain  or  sinew,  or  is  maintained  by  some 
such  worker. 

So  many  million  industrial  workers  could  not  be  employed  profitably  and  con- 
stantly were  it  not  for  what  Adam  Smith  termed  "the  division  of  labor,"  but 
what  may  be  termed,  more  accurately,  perhaps,  in  our  day,  "  the  specialization  of 
employments."  It  is  because  the  employments  of  modern  industry  have  become 
varied  and  specialized  that  each  worker  is  able  to  find  continuous  occupation  in 
producing  something  or  doing  something  beyond  what  is  adapted  to  his  own  use  or 
needs. 

Communities  industrially  organized  as  ours  is,  on  the  principle  of  the  speciali- 
zation of  employments,  consist  almost  wholly  of  individuals  who  are  dependent 
from  day  to  day  upon  trade  and  commerce  to  carry  on  that  ceaseless  interchange 
by  which  alone  each  converts  what  he  has,  but  does  not  want,  into  what  he  wants, 
but  lacks.  Trade  and  commerce  effect  the  interchange  of  industrial  products  and 
services  by  the  use  of  money,  or  its  substitute,  credit. 

From  the  commercial  point  of  view  money  is  a  receipt  for  value  and  an  order 
for  value,  both  in  one.  Commerce  deals  wholly  in  services  and  commodities,  and 
it  employs  money  or  credit  simply  as  the  medium  or  vehicle  by  means  of  which 
these  values  are  exchanged  one  for  another.  Finance,  on  the  other  hand,  deals  in 
money  and  credit  as  values  in  themselves  distinct  from  their  function  of  represent- 
ing, and  so  conveying,  value  in  other  things. 

Between  commerce  and  finance  the  only  common  term,  into  which  all  their 
relations  may  be  resolved  is  value,  because  value  is  the  only  quality  common  to  all 
the  objects  dealt  in  by  commerce  and  finance  respectively  ;  that  is  to  say,  on  the 
one  hand,  services  and  commodities;  on  the  other,  money  and  credit. 

Prices  form  the  connecting  link  between  commerce  and  finance  ;  for  the  price 
of  a  service  or  of  a  thing  is  the  expression  of  its  money  equivalent  at  the  time  and 
place  of  its  passing  from  one  person  to  another. 

Two  forces  are  in  ceaseless  operation,  compelling  activity  in  both  the  commer- 
cial and  financial  worlds,  and  these  forces  are  demand  and  supply.  Commercial 
demand  springs  from  the  wants  of  mankind ;  commercial  supply  flows  from  the 
universality  of  productive  industry.  Financial  demand  arises  out  of  the  need  for 
capital  in  productive  industry  and  in  the  operations  by  which  trade  and  commerce 
are  incessantly  administering  supplies  to  demand  ;  and  financial  supply  is  furnished 
by  accumulated  capital  in  the  form  of  money  or  credit. 

Thus  finance  and  commerce  together  adjust  prices  to  services  and  commodities 
upon  a  basis  of  comparative  values ;  and,  by  means  of  prices,  each  man  knows  how 
much  his  own  talents  and  energies  will  enable  him  to  command  in  the  products  o/ 
the  energies  and  talents  of  others.  Prices  are  invariably  expressed  in  money,  and 
hence  money,  besides  being  the  medium  of  exchange,  is  also  the  general  measure 
of  values. 

It  is  because  of  its  function  as  a  measure  of  value,  or  more  obviously  a  gauge 
of  prices,  that  the  money  we  use  becomes  of  immense  consequence  to  us.  The 
little  cash  we  ordinarily  have  about  our  persons  may  be  in  any  form  that  passes 
current,  because  that  suffices  to  make  it  a  medium  of  exchange  ;  but  whether  we 
handle  any  money  at  all  or  not,  whether  we  ever  see  money  or  not,  makes  not  the 
least  difference  in  our  absolute  dependence  upon  whatever  money  is  in  use  as  the 
measure  of  values  or  gauge  of  prices  at  the  time  and  place  at  which  we  live  and 
work. 

The  industrial  state  in  which  we  live  places  us  all  under  contract  to  the  world's 
commerce  to  deliver  all  we  can  produce,  and  to  take  in  exchange  all  we  consume, 
both  to  be  measured  by  money.  In  other  words,  it  is  the  dollar's  worth  and  not 
the  dollar  itself  that  on  the  one  hand  we  work  for,  and  that  on  the  other  hand  we 
enjoy  in  recompense  for  our  efforts. 

Every  industrial  worker  has  a  right  to  honest  money,  and  to  be  assured  that  his 
work  is  going  to  be  paid  for  in  dollars  of  identically  the  same  value  as  the  dollars 
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he  is  compelled  to  pay  out  for  what  he  consumes.  So  important  is  it  that  money- 
should  be  permanent  in  value  that  in  all  civilized  countries  the  regulation  of  it  is 
one  of  the  prerogatives  of  sovereignty,  and  history  shows  that  there  is  hardly  any 
prerogative  of  which  the  intelligent  and  provident  exercise  is  so  far-reaching  in  iti 
effects.  Under  our  Constitution,  Congress  alone  possesses  the  power  to  "  regulate 
the  value  of  money,"  and  this  power  is  exercised  by  means  of  the  coinage  and  cur- 
rency laws  which  establish  what  shall  be  money. 

History  records  many  instances  of  a  currency  becoming  depreciated,  and  in 
every  instance  the  laboring  classes,  small  traders,  professional  men,  farmers,  and 
the  like,  have  been  the  chief  victims.  These  persons  constitute  the  bulk  of  every 
community,  and  they  seldom  have  the  knowledge,  skill,  or  opportunity  to  protect 
themselves  from  loss  from  a  depreciating  currency :  while  merchants  whose  trans- 
actions are  on  a  large  scale,  bankers  and  capitalists  in  large  cities,  not  only  possess 
the  knowledge  which  enables  them  to  detect  signs  of  approaching  depreciation,  but 
they  have  also  the  skill  and  opportunity  to  enrich  themselves  under  the  very  con- 
ditions which  are  ruinous  to  all  other  classes. 

Reason  and  history  alike  prove  conclusively  that  money  liable  to  depreciation 
is  bad  money  for  the  people  at  large.  The  longer  it  circulates  at  full  value  the 
worse  and  more  wide-spread  will  be  the  evils  manifesting  themselves  as  soon  as  its 
defects  are  revealed,  and  sooner  or  later  a  defective  currency  will  surely  be  de- 
tected and  become  depreciated. 

II.— Cash  and  Credit. 

Everybody  is  familiar  with  the  terms, "Cash  and  Credit,"  as  ordinarily  used 
and  understood..  In  cash  transactions  delivery  and  payment  are  simultaneous, 
while  in  credit  transactions  payment  is  more  or  less  deferred.  Accepting  this  dis- 
tinction for  the  present,  let  each  reader  reckon  up  how  much  in  coins,  bills  and 
notes,  i.  e.,  actual  money,  passes  out  of  or  into  his  hands  in  connection  with  his 
business,  his  investments  and  his  household  and  personal  expenditures  ;  then  let 
him  compute  what  amounts  are  represented  by  checks,  collections  or  payments  by- 
others,  offsets  in  accounts,  etc.,  and  he  will  be  surprised  to  find  how  small  a  pro- 
portion the  former  amount  bears  to  the  latter. 

If  anyone,  after  making  these  computations,  will  compare  results  with  two 
other  persons,  one  whose  aggregate  receipts  and  expenditures  are  greater,  and  an- 
other in  whose  case  the  amounts  are  less  than  in  his,  he  will  find  that  the  more  a 
man  receives  and  pays  the  smaller  is  the  percentage  of  actual  money  handled  by 
him.  The  immense"  transactions  in  stocks,  exchange  and  merchandise  at  New 
York,  London  and  other  great  centres,  are  all  settled  by  checks,  and  these  checks 
are  settled  again  through  clearing-houses,  so  that  very'little  money  passes  even  in 
the  final  adjustment  of  balances. 

From  these  considerations,  and  others  of  a  like  nature,  it  is  apparent  that  in 
every  community  the  poorer  classes  handle  more  actual  money  than  the  richer 
classes,  a  fact  not  generally  recognized,  because  we  are  accustomed  to  think  and 
speak  of  money  being  owned,  paid  and  received  in  a  great  many  cases  in  which  no 
money  at  all  is  either  possessed  or  handled. 

If  your  bank  account  shows  a  balance  in  your  favor  you  say  you  have  so  much 
money  in  bank,  while  in  truth  you  have  no  money  in  bank.  The  moment  the  teller 
receives  your  deposit  and  enters  its  amount  in  your  pass-book,  that  moment  the 
money  you  have  handed  him  ceases  to  be  yours  and  becomes  the  money  of  the 
bank. 

This  entry  in  the  pass-book  represents,  as  due  from  the  bank,  a  sum  of  money 
equal  to  that  deposited,  not  the  same  money,  but  its  equivalent,  and  this  sum  may 
be  fitly  denominated  "money  at  credit." 

Although  money  at  credit  is  now  generally  called  "cash,"  still,  strictly  speak- 
ing, the  term  "  cash  "  is  applicable  only  to  money,  and  all  transactions  rest  on 
credit,  except  those  balanced  by  a  payment  in  cash  at  the  moment  the  transaction 
is  made.  It  is  important  to  observe  this  distinction,  for  most  readers  will  be  aston- 
ished to  find  how  immense  is  the  preponderance,  both  in  numbers  and  amount,  of 
credit  over  cash  transactions  in  every  community,  and  how  greatly  the  use  of  credit 
economizes  the  use  of  money. 

It  will  also  surprise  many  to  discover  that  as  a  general  thing  those  who  give 
credit  are  more  numerous  than  those  who  receive  it,  and  that  the  aggregate 
wealth  of  all  the  creditors  in  a  community  is  generally  less  than  that  of  all  tb* 
debtors. 

tEvery  tradesman  who  charges  goods  to  his  customers  is  their  creditor  for  una 
amount  charged,  and  they  are  his  debtors.  Every  person  working  for  wages  or 
salary,  who  is  not  paid  in  advance,  gives  his  employer  credit,  and  his  employer  is 
deotor,  for  the  amount  of  compensation  earned  up  to  the  moment  of  payment. 
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Every  depositor  in  a  bank,  savings  or  otherwise,  is  a  creditor  of  that  institu- 
tion, a*id  every  banknote  is  evidence  of  debt  due  by  the  bank  to  the  holder  of  the 
note. 

Wealth  is  the  basis  of  credit,  and  the  richer  the  man  the  more  he  is  able  to 
borrow. 

It  is  evident,  therefore,  that  there  is  a  wide-spread  popular  error  as  to  which 
are  the  creditor  and  which  are  the  debtor  classes  of  the  community,  an  error  hurt- 
ful to  the  masses  chiefly,  because  it  deceives  them  as  to  the  extent  of  their  interest  in 
the  monetary  system  of  the  country. 

A  correct  understanding  of  facts  leads  to  these  conclusions  : 

1st.  Since  money  and  money-at-credit  are  habitually  regarded  as  identical,  and 
are  used  indiscriminately  in  cash  settlements,  the  theory  of  a  per  capita  supply  of 
currency  lacks  the  foundation  usually  assumed  to  underlie  it. 

2d.  Credit  represents  money-value,  not  actual  cash  in  hand,  nor  money-at- 
credit;  and  its  use  enormously  extends  the  sphere  of  trade  and  commerce. 

3d.  Credit  economizes  the  use  of  money  by  affording  time  for  the  same  coins, 
notes,  etc.,  to  go  about  from  hand  to  hand,  from  bank  to  bank,  and  even  from  city 
to  city,  settling  successively  an  immense  number  of  accounts  ;  it  also  obviates  the 
use  of  money  altogether  in  the  numberless  cases  in  which  credits  are  offset  and 
balanced,  one  against  the  other. 

4th.  Credit  accomplishes  all  this  through  the  instrumentality  of  bookkeeping, 
checks,  drafts,  bills  of  exchange,  banks  of  deposit,  clearing-houses  and  other  simi- 
lar appliances. 

5th.  These  appliances  (the  banks,  etc.)  bring  the  use  of  credit  within  reach  not 
only  of  large  commercial  and  financial  operators,  but  of  most  people  in  easy  cir- 
cumstances throughout  the  United  States,  thus  leaving  the  bulk  of  the  actual 
money  in  the  country  for  the  exclusive  use  of  those  who  are  too  poor  or  too  little 
known  to  obtain  or  to  utilize  credit. 

The  farmers  are,  in  one  sense,  the  great  creditor  class.  The  crop  and  the  'stock 
are  debtors  to  the  farmer  not  only  for  the  capital  invested,  but  also  for  the  value  of 
all  labor  bestowed  upon  them  by  the  farmer  and  his  family.  The  farmers,  there- 
fore, are  vitally  interested  in  our  money  laws,  for  there  is  a  long  time  between 
sowing  and  reaping,  and  the  farmer  needs  to  collect  from  the  produce  of  his  fields 
and  flocks  and  herds,  as  good  money  as  he  puts  into  these  investments. 

III.— Money. 

The  question  :  What  is  money  ?  may  seem  as  puzzling  as  Pilate's  famous 
question:  "What  is  truth  ?"  but  the  puzzle  in  both  cases  is  about  words,  not  things. 
Invert  the  questions  and  apply  them  to  some  actual  case.  Is  a  certain  thing  true  ? 
Is  a  certain  thing  money  ?  Straightway  the  puzzle  vanishes  and  we  know  how  to 
seek  out  answers.  Truth  is  established  by  evidence  ;  money  is  recognized  by  its 
ability  to.perform  certain  functions.  Will  it  buy  things,  or  hire  persons  or  prop- 
erty, or  pay  debts  ?  If  it  will  do  all  these  things  exactly  as  they  are  done  by  what 
is  undoubtedly  money,  then  the  coin  or  note  in  question  is  money.  The  community 
may  not  be  wise  in  accepting  certain  things  as  money  and  becoming  dependent 
upon  them,  but  that  is  a  very  different  matter.  We  are  not  yet  considering  what 
the  material  and  form  of  money  ought  to  be. 

Let  us  next  inquire  :  What  is  the  function  or  office  of  money  ? 

However  far  the  collection  and  comparison  of  facts  may  be  carried,  all  the  in- 
ferences from  them  will  be  found  to  coincide  in  establishing  the  primary  functions 
of  money  to  be  these : 

1st.  To  pass  from  one  person  to  another  in  exchange  for  property  or  in  recom- 
pense for  labor  or  services. 

2d.  To  measure  the  value  of  whatever  is  obtainable  by  purchase,  hire  or  other 
form  of  money  payment.* 

These  two  functions  of  money  characterize  it  in  every  land,  and  have  always 
characterized  it.  When  Abraham  offersd  to  buy  Ephron's  field  he  proposed  to 
"pay  the  full  money  it  is  worth,"  and  when  he  took  possession  of  his  purchase  he 
paid  in  "  money  current  with  the  merchant." 

Whenever  money  passes  in  exchange  for  property,  services,  etc.,  its  value  is 
presumed  to  be  equal  to  that  of  the  thing  for  which  it  is  exchanged;  hence  the 
amount  of  money  paid — the  price — becomes  the  expression  of  the  value  of  that 
thing.  In  this  respect  a  dollar  is  as  absolutely  a  measure  of  value  as  an  inch  is  a 
measure  of  length,  or  as  a  pound  is  a  measure  of  weight.  In  many  cases,  however 
values  are  estimated  and  expressed  in  money  terms  when  no  money  is  present,  and 

*  Money  has  other  functions,  some  evolved  out  of  these,  others  imposed  upon  it  by  law  or  custom,  all 
of  which  will  be  considered  hereafter,  but  for  the  present  our  apprehension  of  the  subject  will  be  facili- 
tated and  kept  clear  by  confining  attention  to  what  is  simple  and  familiar. 
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some  persons  have  found  a  difficulty  in  understanding  how  these  can  be  accepted 
as  instances  of  the  measurement  of  value  by  money. 

Such  difficulty  will  disappear  when  it  is  considered  that  from  the  constant  use 
of  any  standard  in  actual  measurements  we  acquire  more  or  less  skill  in  estimating 
similar  measurements  without  applying  our  standard,  and  since  money  is  by  far  the 
most  frequently  used  of  all  standards  of  measurement,  it  is  quite  natural  that  there 
should  be  fixed  in  our  minds  a  value-scale  marked  off  in  dollars  and  fractions  of  a 
dollar  sufficiently  accurate  to  serve  ordinary  purposes.  In  these  cases,  therefore, 
while  we  may  not  actually  measure  with  money  all  the  values  we  are  dealing  in, 
our  estimate  and  acceptance  of  these  values  proceeds  wholly  from  belief  in  the 
accuracy  of  our  mental  value-scale,  and  accuracy  in  this  case  means,  of  course, 
conformity  with  actual  money  values.  The  fact  is  that  money  performs  its  func- 
tion of  measuring  values  chiefly  through  the  medium  of  computation. 

The  weight  of  the  earth  has  been  ascertained,  and  that  of  some  of  the  planets  ; 
yet  no  balance  could  hold  them.  In  like  manner  one  may  accurately  estimate 
values  and  express  them  in  dollars,  even  though  he  may  never  have  had  dollars 
enough  to  exchange  for  even  a  fraction  of  such  values. 

In  various  parts  of  the  world  money  is  of  different  substances  and  forms  ;  but 
what  gives  to  every  form  of  money  all  the  force  it  has,  what  can  alone  confer  upon 
anything  the  power  to  pass  unquestioned  from  hand  to  hand,  exchanging  and 
measuring  values,  is  the  confidence  and  consent  of  the  people  among  whom  it 
circulates.  Except  for  the  settlement  of  contracts,  the  payment  of  debts,  and  the 
discharge  of  public  dues,  the  power  of  the  government  to  prescribe  a  currency  is 
absolutely  limited  by  the  acquiescence  of  the  people,  and  stability  in  the  purchas- 
ing power  of  such  currency  depends  from  day  to  day  upon  the  continuance  of  that 
acquiescence. 

In  countries  where  the  laws  do  not  prescribe  any  particular  form  of  money,  the 
money  in  use  depends  for  its  force  entirely  upon  conventional  recognition,  and  this 
is  always  found  sufficient. 

To  facilitate  interchange  of  values  and  to  measure  such  values  may  be  regarded 
as  the  natural  functions  of  money,  but  in  most  civilized  countries  it  has  another 
function,  which  is  artificial  and  established  bylaw,  viz.,  that  of  a  legal  tender  in 
payment  of  taxes  and  in  discharge  of  debt.  Debt  is  a  product  of  civilization  ;  it  can 
arise  only  where  credit  exists.  Taxation  is  also  peculiar  to  civilization ;  it  is  the 
civilized  and  orderly  form  of  levying  contributions  for  the  support  of  the  State. 

Since,  therefore,  taxes  and  debt  exist  only  under  conditions  which  presuppose 
an  organized  society  and  the  prevalence  of  law,  we  find  money  invested  with  the 
functions  of  a  legal  tender  only  by  positive  enactment.  As  the  law  defines  debt 
and  enforces  its  payment,  the  law  must  say  what  is  sufficient  payment ;  as  the  law 
levies  taxes  and  requires  them  to  be  paid  in  money,  the  law  must  instruct  the 
citizen  as  to  what  the  medium  of  payment  is  to  be. 

It  is  evident  that  popular  confidence  and  consent  are  not  in  any  degree  neces- 
sary to  the  support  of  a  legal-tender  currency.  Within  its  sphere  of  discharging 
debts  and  satisfying  the  demands  of  the  government,  a  legal-tender  currency  exists 
by  force  of  law  alone. 

Putting  together  the  results  of  onr  inquiries  up  to  this  point,  we  get  this 
definition : 

Money  is  a  conventionally  recognized  and  generally  accepted  medium  of  ex- 
change and  measure  of  value  ;  it  is  also,  by  force  of  law,  a  medium  for  the  settle- 
ment of  contracts  and  debts,  and  for  the  discharge  of  public  dues. 

We  all  know  that  the  gold  in  an  eagle  is  worth  more  than  the  silver  in  ten 
standard  dollars,  and  much  more  than  that  in  twenty  half-dollars,  forty  quarters, 
etc.,  while  bank-notes  and  greenbacks  have  but  little  intrinsic  value;  yet  it  is  a 
matter  of  daily  experience  that  ten  dollars  in  one  of  these  forms  is  precisely 
equivalent,  for  the  ordinary  purposes  of  money,  to  the  same  sum  in  any  other 
form  ;  that  is,  all  our  dollars  are  of  equal  money  force. 

It  is  evident,  therefore,  that  the  character  of  money  is  not  conferred  upon  a 
coin  by  intrinsic  value  only,  nor  upon  a  note  or  bill  by  fully  secured  representative 
value,  but  coins  and  notes  and  bills  become  money  only  when  invested  with  that 
character  by  some  power  competent  to  give  them  general  currency  in  the  com- 
munity. 

Since  money  alone  is  universally  accepted  in  exchange  for  whatever  is  to  be 
disposed  of,  everybody  knows  that  it  is  with  money  alone  that  he  may  buy  what 
he  likes ;  hence  he  will  accept  only  money  for  what  he  has  to  sell,  and  since  the 
need  to  sell  is  quite  as  coercive  as  the  need  to  buy,  he  who  has  money  may  com- 
mand anything  that  is  for  sale.  So,  too,  the  need  of  being  hired  is  quite  as  pressing 
as  the  need  to  hire;  hence  money  commands  services  as  well  as  things. 

The  compulsion  of  taxation  and  of  debt  applies  almost  universally,  so  that  the 
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industrial  need  of  money,  imperative  of  itself,  is  augmented  by  the  pressure  of 
taxation  and  by  the  incessant  accretion  of  interest.  So  universal  are  the  forces 
compelling  men  in  all  conditions  of  life  to  obtain  money,  that  there  is  a  universal 
demand  for  it,  and  he  who  has  it  possesses  a  wide  choice  as  to  how  he  shall  spend 
it,  while  neither  property  nor  commodities,  services  nor  the  creations  of  intellect, 
can  procure  desired  objects  unless  first  parted  with  for  money. 

IV.— Natural  Basis  of  Money. 

As  civilization  has  progressed  money  has  become  more  definite  in  form  and 
each  form  more  precise  and  constant  in  value.  Numerous  substances  have  served 
as  money  at  different  times  and  in  different  places,  which  shows  that  the  need  of 
money  was  felt  and  that  efforts  were  made  to  supply  that  need  before  the  qualities 
of  any  particular  substance,  such  as  gold  or  silver,  suggested  the  idea  of  that  sub- 
stance being  made  into  money. 

The  idea  which  thus  found  expression  was  begotten  of  the  need  of  having 
a  medium  of  exchange,  something  that  would  be  generally  valued  alike  by  every- 
body, and  the  first  use  of  money  must  have  been  to  facilitate  barter,  because  barter 
was  the  only  method  of  exchange  or  trade  known,  or  even  practicable,  before 
money  came  into  general  use. 

Money  was  probably  at  the  very  first  used  only  as  a  make-weight  in  bartering 
and  trading  ;  the  "  boot,"  as  we  call  it  now.  It  may  be  imagined  that  when  barter- 
ing and  "  trading"  became  close,  some  article  of  general  acceptability  was  added 
to  the  less  valuable  of  the  two  things  under  exchange,  so  as  to  equalize  the  values 
received  by  the  parties  to  the  barter.  Naturally  the  best  substance  for  this  would 
be  one  in  general  use  and  easily  divisible  without  loss  of  value,  and  also  of  rare 
occurrence  as  a  natural  product ;  hence  salt,  an  article  of  universal  consumption  ; 
iron,  the  material  of  weapons  ;  copper,  the  material  of  armor ;  silver,  the  material 
of  household  utensils,  of  personal  ornament,  and  of  religious  vessels;  gold,  the 
material  of  royal  and  female  adornment,  came  into  use  as  make-weights  or  "  boot/' 

It  was  probably  a  long  time  before  this  primitive  stage  was  passed,  but  at 
length  men  must  have  perceived  that  if  money  could  stand  for  a  part  of  the  value 
of  a  thing,  it  could  stand  for  its  whole  value,  and  thus  money  in  one  or  the  other  of 
its  primitive  forms  came  to  be  a  measure  of  value. 

The  activity  of  traffic,  increasing  from  century  to  century,  afforded  more 
frequent  opportunities  and  more  numerous  inducements  to  employ  money  advan- 
tageously until,  amid  the  countless  industries  and  dealings  of  our  day,  it  moves  in 
a  million  circuits,  of  which  the  axes  traverse  the  plane  of  society  in  every  direction, 
and  cross  each  other  at  a  thousand  points.  During  the  period  of  this  development, 
from  the  point  at  which  money  was  first  thrown  in  as  "  boot "  to  close  a  "  trade," 
down  to  the  point  at  which  we  now  find  it,  it  gradually  came  also  to  be  regarded 
as  a  measure  of  value,  and  everywhere  history  shows  a  progression  of  some  sort  as 
to  the  substance  used  for  money  considered  as  a  measure  of  value. 

In  every  country,  and  in  every  race,  there  was  a  similar  progression,  beginning 
with  rude  materials  of  low  intrinsic  value,  and  advancing  toward  finer  materials  of 
higher  intrinsic  value. 

There  must,  therefore,  be  a  natural  law  governing  this  progression  ;  a  natural 
law  which  tends  always  to  establish  as  the  standard  of  value  the  material  of  highest 
intrinsic  value  available  at  the  time.  If  there  is  such  a  natural  law,  it  must  be  still 
operative,  and  to  its  effect  we  may  attribute  the  steadfast  movement  of  modern 
nations  toward  silver  as  the  general  standard  of  value,  when  copper  ceased  to  be 
adequate,  and  now  toward  gold,  when  silver  is  no  longer  adequate. 

V.— Industrial  Basis  of  Money. 

Without  money  trade  could  never  have  expanded  beyond  the  limits  of  barter ; 
without  trade,  industry  could  never  have  become  specialized  ;  that  which  has  been 
called  (clumsily  enough)  the  division  of  labor,  could  never  have  taken  place.  In- 
dustry, therefore,  depends  upon  money  as  a  medium  for  the  exchange  of  its  diverse 
products,  and  at  the  present  day,  in  civilized  countries,  money  is  assisted  in  this 
office  by  credit  in  various  forms.  The  use  of  money  as  a  medium  of  exchange  of 
the  products  of  industry  brings  into  play  also  its  functions  as  a  measure  of  value. 
Every  transaction  involves  an  estimation  and  a  comparison  of  values. 

Value  is  a  relation,  and  more  than  that,  it  is  a  compound  relation.  It  is  the 
relation  between  a  human  desire  and  the  object  of  that  desire  on  the  one  hand,  and 
on  the  other,  it  is  a  relation  between  that  object  and  the  desire  of  its  possessor  with 
respect  to  it. 

At  every  point  throughout  the  industrial  world  the  opposing  desires  and 
opinions  of  buyers  and  sellers,  the  conflict  of  interests  and  purposes  as  to  the  dispe- 
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sition  and  value  of  labor,  services  and  commodities,  create  an  incessant  contention, 
out  of  which,  and  by  means  of  which,  definite  results  as  to  value  are  obtained,  and 
these  results  are  expressed  under  the  designation  of  price. 

Prices  are  always  expressed  in  money,  and  values  are  estimated  in  money, 
hence  we  are  accustomed  to  regard  price  and  value  as  identical,  but  they  are  not  so, 
for  price  is  only  the  exponent  of  estimated  value. 

Since  money  is  ordinarily  the  only  measure  of  value  generally  accessible,  since 
trade  depends  at  every  turn  upon  measuring  values  in  order  to  compare  them,  and 
since  a  comparison  of  values  is  essential  to  the  exchange  of  the  products  of  industry, 
industry  itself,  and  all  who  live  by  industry,  have  a  vital  interest  in  money,  re- 
garded as  a  measure  of  value.     They  depend  upon  it  absolutely. 

Now,  whatever  is  depended  upon  as  a  measure  of  anything,  must  itself  be  con- 
stant and  unchanging  in  respect  to  the  quality  which  it  is  to  measure.  A  measure 
of  length  must  not  be  subject  to  linear  contraction  and  expansion ;  a  measure  of 
weight  must  not  be  subject  to  changes  in  its  own  weight ;  a  measure  of  time  must 
be  chronometrically  accurate  ;  a  measure  of  force  must  never  show  variable  results 
under  identical  conditions  ;  hence  money,  as  a  measure  of  value,  should  itself  be 
free  from  variation  in  value. 

VI. — Law  as  a  Basis  of  Money. 

In  communities  where  society  has  not  yet  reached  a  degree  of  development 
which  brings  it  under  settled  government  and  written  law,  local  conditions  and 
ideas  bring  about,  in  process  of  time,  a  general  consensus  of  the  people  as  to  the 
form  and  value  of  the  money  best  suited  to  their  use,  and  what  is  thus  evolved  is 
afterward  maintained  by  custom;  but  when  government  is  perfected,  these  matters 
are  more  fully  provided  for  by  law. 

One  of  the  duties  thus  devolved  upon  modern  government  is  that  of  selecting 
the  material  of  money,  prescribing  its  forms,  and  fixing  its  value,  and  it  is  in  this 
way,  and  under  these  conditions  that  law  is  a  basis  of  our  money. 

Although  it  may  at  first  seem  superfluous  for  the  law  to  concern  itself  with 
what  existed  before  there  were  law-governed  communities,  and  what  would  con- 
tinue to  exist  if  there  were  neither  parliaments  nor  congresses,  mints  nor  public 
treasuries,  it  is  not  so.  Roads,  bridges,  and  ferries  have  been  constructed  and  used 
before  there  were  laws  providing  for  their  establishment  and  maintenance,  but 
civilization  requires  that  in  populous  communities  these  should  be  provided  and 
regulated  by  the  public  authority.  So  it  is  with  money.  That  which  suffices  for 
barbarous  nations  would  not  satisfy  those  that  are  civilized,  and  in  our*  day  the 
uses  of  money  are  much  more  important  and  diversified  than  they  have  ever  been 
before. 

It  is  obvious  that  as  respects  taxes  and  debts  there  must  be  some  medium  of 
payment  prescribed  by  the  law  that  imposes  the  one  and  sanctions  the  other,  for 
since  the  law  undertakes  to  enforce  payment  in  these  cases  the  law  alone  can  fix 
what  shall  constitute  such  payment.  But,  one  may  ask,  why  should  the  law  presume 
to  say  what  I  must  take  in  payment.for  my  labor,  my  talents,  my  property,  or  my 
land?  Why  should  I  not  be  free  to  dispose  of  these  as  I  like,  as  is  done  where  only 
natural  law  prevails  ?  The  answer  to  this  is,  that  every  one  is  free  to  do  so,  but 
since  ordinarily  none  exercise  that  freedom  because  it  is  more  convenient  to  accept 
the  money  the  Government  provides,  there  is  no  stock  of  any  other  money  in  the 
community. 

In  a  later  chapter  we  shall  see  that  when  men  do  not  like  the  money  in  use, 
when  they  do  not  trust  it,  that  very  opinion  inflicts  loss  upon  them  by  causing  the 
money  to  depreciate  on  their  hands, 

Since,  therefore,  the  people  individually,  or  even  by  voluntary  combination  in 
large  numbers,  cannot  sustain  a  currency  not  universally  trusted,  it  is  evident  that 
in  order  to  command  general  confidence  the  value  of  the  money  in  use  must  be 
vouched  for  by  some  authority  universally  known  and  respected,  and  in  modern 
nations  the  government  is  such  an  authority,  and  it  vouches  for  the  money  by  sub- 
jecting its  coinage  or  manufacture  to  the  regulation  of  law. 

The  framers  of  the  Constitution  vested  in  Congress  "the  power  to  coin  money, 
regulate  the  value  thereof,  and  of  foreign  coins,  and  fix  the  standard  of  weights 
and  measures." 

Another  clause  provides  that  "  no  State  shall  coin  money,  emit  bills  of  credit, 
or  make  anything  but  gold  and  silver  coins  a  tender  in  payment  of  debts." 

These  two  clauses  of  the  Constitution  vest  in  the  United  States  Government 
exclusive  control  over  the  money  of  the  people.  Congress  has  placed  a  very  wide 
construction  upon  this  grant  of  power,  hence  it  behooves  the  people  to  know  what 
limitations  are  imposed  upon  its  exercise  by  the  natural  laws  on  which  the  consti* 
tutional  grant  is  founded,  and  by  which,  therefore,  it  should  be  interpreted. 
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This  inquiry  is  momentous  in  practical  importance,  because  unless  Congress 
exercises  its  powers  in  conformity  with  natural  laws,  there  will  inevitably  arise  a. 
state  of  things  contravening  those  laws,  and  such  a  situation  invariably  leads  to 
disaster. 

The  whole  function  of  government,  with  respect  to  money,  is  limited,  first,  to 
establishing  by  law  what  shall  constitute  the  general  medium  of  exchange,  meas- 
ure of  value,  and  legal  tender  for  debt  and  public  dues,  and,  secondly,  to  protecting 
this  money  from  variations  in  value  one  way  or  the  other. 

Sentiment,  prejudices,  ignorance,  vague  and  ill-digested  theories,  experiments- 
and  shifting  expedients,  are  pernicious  in  their  effects  everywhere  and  always,  but 
when  embodied  in  monetary  laws  they  work  evils  hard  to  detect  and  harder  still  to 
cure ;  they  cast  a  blight  upon  industry  and  sow  ruin  and  demoralization  broadcast 
among  the  people. 

VII. — Confidence  as  a  Basis  of  Money. 

All  the  teachings  of  history,  all  the  logic  of  political  economy,  all  the  facts  of 
common  experience  in  respect  to  money,  concur  in  support  of  the  proposition  that 
public  confidence  can  make  anything  pass  as  money,  and,  conversely,  that  nothing 
can  so  pass  unless  there  is  confidence  in  the  future  continuity  of  its  efficiency  as  a 
medium  of  purchase  and  payment.  i 

Mistaken  confidence,  as  long  it  lasts,  is  quite  as  effective  for  this  purpose  as 
confidence  sagaciously  given,  and  a  mistaken  withholding  or  withdrawal  of  cor> 
^dence  is  just  as  fatal  as  that  which  ensues  from  right  reasoning. 

.  It  is  the  province  of  the  law  to  determine  the  material  of  money,  to  prescribe 
its  form  or  forms,  and  to  fix  its  value  ;  but  the  law  cannot  make  it  circulate  unless- 
the  money  itself  enjoys  the  confidence  of  the  people. 

Whether  any  particular  form  of  money  is  or  is  not  entitled  to  command  this- 
confidence  will  depend  wholly  upon  how  the  government  exercises  its  prerogative 
of  regulating  money,  for  the  conditions  determining  public  confidence  in  respect  to- 
money  arise  out  of  natural  laws,  which  are  superior  in  force  to  statutes. 

There  is  historical  evidence  to  show  that  when  these  conditions  are  either 
not  all  originally  present,  or  have  become  varied  by  events,  still  public  confidence- 
in  certain  forms  of  money  may  be  won  and  preserved  by  the  force  of  the  govern- 
ment's credit.  In  such  cases  the  credit  of  the  government  is  substituted  for  the 
whole  or  for  a  part  of  that  intrinsic  value  which  constitutes  the  natural  basis  of 
money,  and  the  degree  of  confidence  thus  imparted  to  any  particular  form  of 
money  depends,  of  course,  upon  the  degree  of  the  government's  credit. 

Now;  public  trust  in  the  government  includes  three  distinct  beliefs. 

1st.  Belief  in  the  good  faith  of  the  government ;  that  is,  in  its  purpose  to  fulfil 
all  obligations  expressed  and  implied  in  its  engagements. 

2d.  Belief  in  the  stability  of  the  government ;  that  is,  that  it  will  continue  to 
have  the  power  to  apply  the  national  resources  to  the  fulfilment  of  its  engage- 
ments. Stability,  under  our  form  of  government,  implies  a  settled  purpose  among 
the  people  to  require  all  public  obligations  to  be  fulfilled,  however  local  politics- 
may  vary. 

3d.  Belief  in  the  sufficiency  of  the  material  resources  of  the  government  for 
fulfilling  its  engagements. 

These  three  elements,  therefore,  constitute  the  substance  of  government  credit, 
and  when  they  all  exist  in  the  highest  degree,  that  credit  is  generally  sufficient  to 
support  a  portion  at  least  of  the  monetary  circulation. 

There  is,  however,  something  else  wanting  to  the  complete  monetary  efficiency 
of  any  form  of  money  that  depends  wholly  or  partially  upon  government  credit, 
and  that  is,  its  convertibility  into  other  money  that  derives  its  value  wholly  from 
intrinsic  qualities. 

These  being  the  principles  underlying  that  public  confidence  which  is  essential 
to  money  as  an  effective  servant  of  society,  let  us  test  them  by  the  experience  of 
our  own  people,  and  apply  them  to  the  circumstances  of  the  present  time. 

The  money  existing  in  the  United  States  during  the  last  dozen  years  has  been> 
of  various  kinds ;  gold  coins,  silver  coins,  gold  certificates,  silver  certificates,  cur- 
rency certificates,  greenbacks,  and  National  Bank  notes,  to  which  are  now  added 
"coin  notes,"  issued  under  the  act  of  July,  1890.  Since  January  1,  1879,  it  has  air 
enjoyed  equal  confidence,  that  is  to  say,  it  has  all  circulated  indiscriminately  ;  has- 
been  equally  effective  in  purchasing ;  has  been  of  uniform,  and  therefore  of  inter- 
changeable, value. 

Before  1879,  however,  this  was  not  the  case ;  gold  coin  and  gold  certificates. 
then  were  more  valuable  than  corresponding  denominations  of  greenbacks  and  Na- 
tional Bank  notes.*    The  reason  why  greenbacks  and  National  Bank  notes  were  less 

*  There  were  no  silver  dollars  at  that  time  and  the  subsidiary  coin  being  of  low  intrinsic  value  and  used 
only  for  change,  is  not  taken  note  of  here  or  elsewhere  in  this  treatise. 
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valuable  than  gold,  before  1879,  is  because  the  credit  currency  did  not  then  stand  as 
high  in  popular  confidence  as  did  gold  coins  and  the  gold  certificates. 

When,  however,  the  government  provided  for  the  convertibility  of  its  paper 
into  gold,  first,  by  the  Resumption  Act,  and  then  by  actually  getting  the  gold  in 
hand  to  effect  resumption,  the  confidence  of  the  people  in  the  greenbacks  and  Na- 
tional Bank  notes  rose  to  the  level  of  their  confidence  in  gold  itself.  The  paper 
currency  came  to  "  par,"  as  the  phrase  goes. 

If  we  analyze  the  grounds  of  this  confidence  we  shall  find  that  it  rested  on  the 
three  distinct  beliefs  already  enumerated,  viz. : 

1st.  Belief  in  the  good  faith  of  the  government. 

2d.  Belief  in  the  stability  of  the  government. 

3d.  Belief  in  the  means  of  the  government  for  fulfilling  its  undertaking  to 
establish  and  maintain  the  convertibility  of  greenbacks  into  gold. 

It  will  be  profitable  to  follow  this  instructive  episode  in  our  recent  nionetary 
experience  somewhat  in  detail. 

When  the  greenbacks,  which  are  the  government's  due  bills,  were  depreciated, 
that  depreciation  was  the  sign  of  the  government's  discredit ;  the  rate  of  deprecia- 
tion was  the  measure  of  the  degree  of  such  discredit. 

The  Resumption  Act,  which  was  passed  January  14,  1875,  did  not  raise  the 
greenbacks  to  par,  but  the  accumulation  of  $70,000,000  of  gold  coin  in  the  Treasury 
brought  the  gold  premium  down,  and  the  negotiation  of  $50,000,000  of  bonds  for 
$50,000,000  of  gold  coin  finally  extinguished  it.  The  credit  of  the  government  was 
perfected,  not  by  the  law,  but  by  the  financial  operations  that  rendered  resump- 
tion practicable. 

Now,  undoubtedly,  the  confidence  of  the  foreign  bankers  who  lent  the  greater 
part  of  this  $50,000,000  rested  upon  their  belief  in  the  honesty  and  intelligence,  as 
well  as  in  the  resources  of  the  people  of  the  United  States. 

It  is  true  that  these  obligations  are  but  little  understood,  and  that  the  people 
of  the  United  States,  through  their  representatives,  can  break  all  contracts  and 
invalidate  all  bonds,  while  no  physical  power  on  earth  could  coerce  the  payment  of 
either  the  principal  or  interest  of  the  national  debt  if  Congress  should  refuse,  or 
even  should  omit  to  provide  for  such  payment. 

The  bonds  of  such  a  government  may  seem  but  slight  security  for  $50,000,000 
of  gold  coin;  but  the  bankers  who  took  our  bonds  in  1878  knew  that  the  natural 
laws  of  finance  gave  them  a  grip  upon  the  people  of  the  United  States  more  sure 
and  more  durable  than  could  be  secured  by  the  combined  fleets  and  armies  of 
Europe.  These  natural  laws  compel  every  commercial  people  to  sustain  the 
national  credit  at  any  sacrifice,  and  under  all  circumstances,  on  peril  of  intolerable 
loss.  The  repudiation  of  those  bonds  would  cost  the  people  of  the  United  States 
vastly  more  than  they  would  gain  by  extinguishing  the  debt  of  $50,000,000  in  that 
way;  it  would  cost  us  not  less  than  six  times  as  much,  while  the  mere  attempt  to 
repudiate,  even  if  afterward  abandoned,  would  cost  us  eventually  more  than 
$50,000,000. 

Can  this  be  doubted  ?  Consider  the  effect  of  discrediting  the  government  of 
the  United  States.  Let  the  government  lose  its  credit  with  the  bankers,  can  it  be 
retained  among  the  people?  Surely  not.  The  $100,000,000  of  gold  now  held  as  a 
special  redemption  fund  will  be  drawn  out  as  fast  as  greenbacks  can  be  handed  in 
through  every  aperture  of  the  redemption  counters  of  the  Treasury,  and  then  there 
will  remain  $246,000,000  of  greenbacks  in  the  hands  of  the  people,  and  neither  gold 
to  redeem  them  with  nor  credit  with  which  to  get  more  gold.  These  will,  of  course, 
immediately  depreciate,  how  much  is  immaterial  to  our  immediate  purpose;  let  us 
say,  only  ten  per  cent.  That  will  take  ten  per  cent,  off  the  purchasing  power  of 
$380,000,000  of  silver  dollars,  $246,000,000  of'greenbacks,  $150,000,000  of  Treasury 
notes  of  1890,  about  $200,000,000  of  National  Bank  notes  [because  they  are  redeemable 
in  greenbacks],  making  $976,000,000  of  currency,  on  which  ten  per  cent,  is  $97,600,000. 

In  the  last  report  of  the  Comptroller  of  the  Currency  (December,  1894),  deposits 
of  all  the  State  banks  and  trust  companies  are  estimated  at  $1,129,000,000 ;  savings 
bank  deposits,  $1,778,000,000;  individual  deposits  in  National  Banks,  $1,728,000,000; 
private  bankers'  deposits,  $66,000,000.  Total  debt  of  the  banks,  etc.,  to  the  people, 
payable  in  lawful  money,  $4,701,000,000.  These  deposits  would,  of  course,  follow 
the  value  of  the  lawful  money  in  which  they  are  payable.  On  the  $4,701,000,000  of 
deposits  above  shewn,  the  loss  would  be  $470,100,000;  and  the  loss  on  currency,  as 
above,  would  be  $97,600,000  ;  aggregate  loss  on  above  items  resulting  from  ten  per 
cent,  depreciation  of  greenbacks,  $567,700,000.  Here,  then,  is  the  sword  held  over 
us.     Here  is  the  power  that  compels  us  to  preserve  the  credit  of  our  government. 

Our  circulation  now  includes  :  Greenbacks  about  $346,000,000 ;  National  Bank 
notes,  $200,000,000 ;  silver  dollars  and  silver  and  coin  certificates  outstanding,  say 
$495,000,000 ;  making  the  total  of  paper  and  silver  held  up  to  a  parity  of  value  with 
gold  by  the  credit  of  the  government,  $1,041,000,000. 
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The  entire  value  of  the  greenbacks  and  National  Bank  notes  depends  upon 
credit,  while  the  silver  dollars  and  silver  certificates  derive  more  than  a  fourth  of 
their  value  from  credit.  Impair  that  credit,  and  for  every  one  per  cent,  of  cur- 
rency depreciation  resulting  from  its  impairment,  you  will  inflict  upon  the  people 
who  are  holding  the  currency,  a  loss  of  $10,410,000  ;  and  upon  depositors  in  banks, 
etc.,  $47,010,000  ;  here  is  a  loss,  for  every  one  per  cent,  depreciation  of  $57,420,000. 
If  the  currency  drops  to  the  intrinsic  value  of  4123^  grains  of  silver  to  the  dollar, 
now  less  than  50  cents,  that  will  be  a  loss  of  over  fifty  per  cent.,  or  more  than 
$2,870,000,000,  which  is  more  than  four  times  the  entire  volume  of  the  national 
bonded  debt  still  unpaid 

Who  can  doubt  that  this  result  will  follow  upon  any  act  of  our  government 
which  lets  go  the  gold  standard?  It  cannot  be  denied  that  we  must  have  a  solid 
metallic  basis  of  value  somewhere  for  our  currency.  What  is  it  to  be  ?  According 
to  existing  laws  it  must  be  coins  containing  either  25.8  grains  of  gold,  or  else  412.5 
grains  of  silver  900  fine.  There  is  no  standard  but  these  two  by  which  to  measure 
ten  dollars  in  this  country,  and  as  these  two  standards  differ  in  real  value,  the 
time  will  come  when  we  must  cleave  to  the  one  and  forsake  the  other. 

i  Admit,  for  the  sake  of  argument  merely,  that  the  government  can  elect  to 
make  the  silver  dollar  the  standard  ;  dare  we  encounter  the  consequences  ?  At 
present,  the  standard  is  gold — gold  by  force  of  the  statute  of  February  12,  1873, 
establishing  the  dollar  of  25.8  grains  of  gold,  nine-tenths  fine,  as  the  monetary  unit ; 
gold  by  contract  under  the  Resumption  Act  of  1875 ;  gold  according  to  the  real 
worth  of  the  $4,700,000,000  of  good  money  lent  by  the  people  to  the  banks,  in  the 
form  of  deposits,  and  now  owed  by  the  banks  to  the  people  in  gold ;  gold  by  the 
common  understanding  and  business  dealings  of  the  people  during  the  last  twenty 
years.  State,  municipal,  railroad  and  other  corporation  bonds,  private  bonds,  notes 
and  contracts,  salaries,  wages,  rents  and  taxes,  are  all  on  a  gold  basis,  placed  there 
in  consequence  of  the  popular  faith  in  these  solemn  enactments  by  Congress,  sanc- 
tioned by  public  acquiescence. 

Let  Congress  say,  now,  that  the  standard  is  the  silver  dollar,  and  straightway 
a  loss  of  $2,350,000,000  will  fall  upon  those  among  the  people  of  the  United  States 
who  have  no  gold,  no  foreign  exchange,  no  government  bonds,  no  bank  stock. 

The  people,  the  masses,  who  have  deposits  in  the  various  banks,  and  who  hold  the 
money  provided  by  the  government,  will  have  to  bear  the  entire  loss.  What  boots 
it  that  a  large  part  of  this  fearful  loss  will  be  offset  by  gains  to  those  [banks  and 
bankers]  who  now  owe  this  money,  and  who  have  been  wise  enough  or  fortunate 
enough  to  invest  it  abroad,  or  to  hold  it  here  in  gold,  or  in  securities  convertible 
into  gold  ? 

In  the  case  supposed  the  poor  will  all  be  made  poorer,  the  great  bulk  of  the 
people  who  are  in  moderate  circumstances  will  bear  the  chief  loss,  while  some  few 
amoog  the  rich  may  possibly  be  made  richer.  If  these  things  are  clearly  appre- 
hended, either  in  Congress  or  among  the  people,  will  any  voice  be  raised  to  dis- 
turb the  public  confidence  now  enjoyed  by  our  money?  No  patriot,  no  statesman 
could  wish  to  disturb  it ;  no  demagogue  or  fanatic  would  dare  to  do  so. 

VIII. — Definiteness  and  Stability  of  Value  the  Essential  Qualities 

of  Money. 

What  quality  must  money  possess  in  order  to  conform  to  natural  law,  to  serve 
the  needs  of  industry,  to  command  the  confidence  by  which  alone  it  can  fulfil  its 
functions  as  a  medium  of  exchange  and  a  measure  of  value,  and  hence  to  merit  the 
sanction  of  civil  law  ? 

The  answer  is,  the  qualities  essentially  requisite  for  money  are,  definiteness 
and  stability  of  value. 

In  the  payment  of  wages,  and  in  all  small  transactions,  the  current  money  of 
the  time  and  place  is  used  to  measure  values,  just  as  in  the  retail  trade  the  yard- 
stick is  used  to  measure  cloth,  pound  weights  to  measure  sugar,  or  pint  cups  to 
measure  molasses.  But  beyond  the  retail  trade  goods  are  passed  from  hand  to 
hand  among  wholesale  dealers  by  the  package  or  bale,  the  barrel  or  hogshead,  and 
are  paid  for  by  checks  or  drafts.* 

Now  the  packages,  bales,  barrels,  hogsheads,  and  cargoes  are  aggregations  of 
quantity  and  weight,  based  upon  primary  and  fixed  units  of  weight  and  measure- 
ment ;  in  like  manner  amounts  of  dollars  or  pounds  sterling,  specified  in  checks, 
drafts,  and  bills  of  exchange,  are  aggregations  of  money  based  upon  a  primary  and 
fixed  unit  of  value. 

Without  a  perfect  understanding  and  agreement  between  buyer  and  seller  as 
to  the  actual  weight  of  an  ounce,  and  the  actual  value  of  a  dollar,  these  transactions 


Bonds  and  stocks  are  paid  for  in  the  same  way. 
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could  never  occur ;  merchants  demand  this  certainty  in  all  their  dealings,  and  they 
are  generally  able  as  well  as  careful  to  secure  it.  If  the  man  who  is  about  paying 
for  a  cargo  by  the  thousand  tons  has  any  doubt  as  to  what  constitutes  an  ounce  in 
the  estimation  of  the  person  who  has  weighed  the  cargo  at  the  port  of  shipment, 
he  will  not  make  the  payment  until  he  has  verified  the  weight  by  his  own  scales ; 
but  if  there  is  no  doubt  upon  that  point,  he  pays  by  the  weight  specified  in  the  bills 
of  lading. 

So  if  the  man  to  whom  payment  for  this  cargo  is  being  made  in  the  form  of 
check  or  draft,  has  no  doubt  as  to  the  real  value,  i.  e.,  the  kind  of  dollars,  repre- 
sented by  these  paper  orders  for  money,  he  accepts  them  as  if  they  were  money ; 
but  if  he  has  doubts,  he  requires  to  be  assured  upon  this  point  before  parting  with 
the  bills  of  lading,  which  are  paper  orders  for  his  property.  The  quantity  or  weight 
specified  in  the  bills  of  lading  being  fixed,  he  very  reasonably  demands  equal  certi- 
tude as  to  the  exact  value  he  is  to  get  in  exchange. 

It  is  absolutely  necessary  to  have  a  unit  of  value,  not  only  for  measuring 
values,  but  for  expressing  their  measurement  accurately,  because  unless  the  several 
values  of  different  objects  can  be  thus  ascertained  by  a  common  unit  or  value- 
measure,  and  unless  they  can  be  expressed  in  terms  common  to  all,  these  values 
cannot  be  compared  with  the  requisite  degree  of  exactness  for  the  purposes  of  trade 
and  commerce.  Without  the  means  for  such  comparison  industry  would  be 
paralyzed. 

,» Contracts  to  pay  or  to  receive  money  at  a  future  time  would  never  be  entered 
into  if  the  actual  value  to  be  paid  or  received  at  that  time  cannot  be  relied  upon  by 
both  parties.  The  very  existence  of  credit  is  therefore  dependent  upon  the  cer- 
tainty of  the  monetary  unit.  The  establishment  of  a  monetary  unit  or  fixed  stand- 
ard of  value  is,  therefore,  the  highest  duty  of  governments,  and  the  more  numerous 
and  diverse  the  forms  of  money  in  use,  the  more  imperative  does  this  duty  become. 

There  is,  however,  another  element  required  to  make  any  particular  kind  of 
money  really  good,  namely,  invariability  in  its  purchasing  power,  stability  of 
value. 

We  are  so  accustomed  to  measure  values  and  to  express  all  variations  of  value 
by  money,  that  it  requires  a  little  effort  to  conceive  of  money  itself  as  varying  in 
value,  but  such  a  conception  will  be  by  no  means  difficult  if  regard  is  had  to  the 
distinction  between  price  and  value  which  has  been  already  pointed  out. 

When  we  compare  the  value  of  any  commodity  with  that  of  money,  we  ex- 
press the  result  of  the  comparison  in  money  value,  that  is,  price.  So  we  say, 
"  This  watch  is  worth  $100,"  "  The  price  is  $100."  Yet  we  can  conceive  of  a  man 
who  has  $100  saying,  "The  price  of  this  $100  is  such  and  such  a  watch."  The 
jeweler  buys  $100  with  his  watch  when  the  customer  buys  the  watch  with  $100. 

Variations  of  the  relation  expressed  by  price  may,  of  course,  be  caused  by  a 
change  in  the  value  of  the  article,  or  by  a  change  in  the  value  of  the  money,  or  by 
changes  in  both  value*. 

This  point  being  made  clear,  it  is  evident  that  good  money  should  not  only 
stand  the  test  of  passing  current,  but  it  should  also  be  definite  in  value  and  possess 
the  further  quality  of  stability  of  value.  The  possession  of  this  latter  quality  is 
essential  to  good  money,  because  we  measure  all  other  values  by  money. 

Since  stability  of  value  is  an  essential  property  of  good  money,  the  question 
arises,  how  is  this  obtained?  And  then  there  is  another  question  behind  this, 
namely,  how  are  the  people  to  distinguish  between  money  that  possesses  this  qual- 
ity and  money  that  lacks  it?  Stability  of  value  is  assured,  when,  as  has  been  the 
case  in  England  for  nearly  half  a  century,  only  one  metal  is  used  for  money,  or 
when,  as  has  been  the  case  in  the  United  States  since  January,  1879,  all  the  differ- 
ent kinds  of  money  in  use  are  maintained  constantly  at  a  parity  of  value  with  the 
monetary  unit. 

The  practical  test  of  stability  in  the  value  of  the  money  in  use  is  general  sta- 
bility in  prices.     There  is  no  other  test,  nor  can  any  better  be  conceived. 

IX.— The  Monetary  Unit. 

It  has  been  ascertained,  by  the  experience  of  past  generations*  that  even  two- 
kinds  of  money  cannot  possibly  continue  circulating  side  by  side  when  once  they 
are  recognized  as  differing  in  purchasing  power,  i.  e.,  in  money  force,  because  the 
moment  any  inequality  of  value  among  the  ingredients  of  a  mixed  currency  is  dis- 
covered or  even  suspected  to  exist,  that  moment  everybody  hoards  .the  more  valu- 
able and  hurries  to  pass  off  the  less  valuable  of  those  ingredients;  so  that  in  a 
short  time  the  former  are  sifted  out  from  tho  circulation  and  disappear,  while  only 
the  least  valuable  ingredient  of  all  remains  accessible  to  the  people;  thus  debasing 
the  money  of  the  community  and  correspondingly  affecting  all  measuraments  of 
values,  i.  e.,  raising  the  prices  of  everything. 
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This  natural  law  was  first  pointed  out  by  Sir  Thomas  Gresham,  three  hun- 
dred years  ago,  and  by  reference  to  history  it  is  found  to  have  asserted  itself,  both 
before  his  time  and  since,  whenever  and  wherever  two  or  more  kinds  of  money,  cir- 
culating together,  have  been  perceived,  or  even  suspected,  to  have  lost,  or  to  be 
likely  to  lose,  their  equipoise  in  value.  So  universal  and  inevitable  is  the  operation 
of  this  law  that  people  of  all  lands  and  all  tongues  have  defied  edicts,  statutes,  and 
even  military  force  ;  they  have  put  aside  old  prejudices  and  disregarded  usage, 
tradition,  patriotism,  pnblic  spirit,  even  what  appears  to  be  their  own  immediate 
welfare  and  prosperity,  in  the  irresistible  impulse  to  pursue  a  course  of  individual 
conduct  which  when  practised  by  all  inevitably  results  in  restricting  the  money 
circulating  in  the  community  to  the  least  valuable  and  least  desirable  of  its  ele- 
ments. 

In  such  cases,  of  course,  the  sifting  and  hoarding  is  done  chiefly  by  those  who 
are  the  first  to  perceive  the  tendency  toward  divergence  in  value,  and  as  these  are 
generally  bankers  and  other  dealers  in  money,  they  reap  whatever  benefit  can 
possibly  be  got  out  of  the  sifting  and  the  hoarding,  while  the  refuse  of  the  circula- 
tion is  put  off  upon  laborers,  artisans,  farmers  and  other  plain  folk.  As  every 
mixed  currency  is  in  danger,  more  or  less,  of  having  the  equilibrium  of  value  among 
its  ingredients  disturbed,  at  some  time  or  other,  by  causes  beyond  the  control  of 
the  government  and  people,  and  of  thus  suffering  dissolution,  such  currencies 
have  been,  by  many  writers  and  statesmen,  altogether  condemned  as  mischievous 
to  the  people,  and  the  only  grounds  upon  which  they  have  been  justified  are  these 
four  :  First,  the  convenience  to  the  people  of  having  several  kinds  of  money  from 
which  to  select  whichever  best  suits  each  occasion  ;  secondly,  economy  in  the  use 
of  one  or  both  of  the  precious  metals  ;  thirdly,  raising  the  volume  of  the  circula- 
tion above  what  could  be  maintained  by  using  only  one  of  these  metals ;  fourthly, 
the  various  considerations,  whatever  they  may  be,  that  support  the  doctrines  of 
the  bimetallists. 

All  who,  for  any  reason,  favor  our  present  mixed  currency,  must,  by  logical 
necessity,  assent  to  the  proposition  that  the  good  of  the  people  requires  that  the 
elements  composing  it  be  perserved  in  harmony  of  value,  since,  because  of  Gresh- 
am's  law,  that  is  the  sole  condition  upon  which  the  integrity  of  the  currency  can 
be  secured  and  the  volume  of  the  circulation  maintained. 

This  desired  object  can  be  practically  accomplished  only  by  the  establishment 
and  maintenance  of  a  monetary  unit,  or  a  unit  of  value,  corresponding  with  the 
denominational  unit  of  the  money  system  of  the  community. 

A  monetary  unit  is  a  definite  weight  of  a  particular  metal  of  a  certain  fine- 
ness, established  by  law,  to  be  the  actual  substantive  value  designated  by  the 
term  which  is  the  denominational  unit  of  the  money  system  of  the  country.  The 
denominational  unit  of  our  money  system  is  the  term  dollar ;  the  monetary  unit 
or  unit  of  value,  is  25.8  grains  of  gold,  nine-tenths  fine.  It  may  be  interesting  to 
trace  the  history  of  this  matter  in  the  laws  of  the  United  States. 

The  money  circulating  in  the  colonies  consisted  of  British,  French  and  Spanish 
coins,  chiefly  the  latter,  and  also  of  paper  bills  of  credit  emitted  by  the  different 
colonial  governments.  In  all  history  there  is  nothing  so  instructive,  in  respect  to 
money,  as  the  account  of  the  various  currencies  that  from  time  to  time  vexed  the 
souls  of  the  people  and  thwarted  all  industrial  efforts  in  these  enterprising  and  res- 
olute communities.*  Experience,  therefore,  impressed  the  fathers  of  the  Ameri- 
can Union  with  the  importance  of  a  new  departure  in  financial  management,  and 
hence  we  find  that  the  Articles  of  Confederation,  which  stand  at  the  threshold  of 
our  national  existence,  vested  in  Congress  "  the  sole  and  exclusive  right  and  power 
of  regulating  the  alloy  and  value  of  coin  struck  by  their  own  authority  or  by  that 
of  the  respective  States." 

A  further  and  more  effective  step  in  the  same  direction  was  afterward  made  by 
providing  in  the  Constitution  that  "the  Congress  shall  have  power  to  coin  money, 
regulate  the  value  thereof,  and  of  foreign  coins,"  and  that  "no  State  shall  coin 
money,  emit  bills  of  credit,  or  make  anything  but  gold  and  silver  coin  a  tender  in 
payment  of  debts." 

In  pursuance* of  these  wise  provisions  of  the  Constitution,  Congress,  by  the 
Act  of  April  2d,  1792,  established  the  dollar  as  the  "  unit  of  the  money  of  account" 
for  the  whole  United  States,  and  from  that  day  to  this  all  our  conceptions  of  the 
value  of  things,  all  our  computations  and  contracts,  have  been  expressed  in  dollars. 
From  1792  to  1862  legal  provision  was  made  from  time  to  time  for  preserving  uni- 
formity in  the  conventional  value  of  whatever  different  kinds  of  money  enjoyed 
the  recognition  of  the  Federal  Government. 

After  1862  monetary  affairs  became  greatly  disordered  by  the  war,  coin  disap- 

*  See  Money,  p.  304  et  seq.    P.  A.  Walker,  New  York,  1878.    Money  :  Its  Laws  and  History,  p.  429 
ti  seq.    H.  V.  Poore,  New  York,  1877.    Sumner's  American  Currency. 
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peared  from  general  circulation,  while  United  States  Treasury  notes  on  one  side, 
and  Confederate  States  Treasury  notes  on  the  other,  became,  under  the  operation 
of  Gresham's  law,  the  only  kind  of  money  available  to  the  people  at  large,  not- 
withstanding that,  according  to  the  best  estimate,  the  gold  coin  in  the  country  was 
never  less  than  $200,000,000.  When  the  war  ended,  in  1865,  the  Confederate  cur- 
rency was  worthless,  and  the  greenbacks  were  so  depreciated  that  $100  in  that 
currency  would  buy  only  about  $70  in  gold  coin  of  the  United  States.  The  Na- 
tional Bank  notes,  being  redeemable  in  greenbacks,  conformed  in  conventional 
value  to  that  depreciated  currency. 

The  Resumption  Act,  and  the  measures  taken  in  pursuance  of  it,  restored  to 
the  people  substantially  the  money  intended  to  be  guaranteed  to  them  by  the 
Constitution,  and  the  last  of  the  series  of  acts  fixing  the  value  of  this  money,  based 
it  on  a  monetary  unit,  viz.,  25.8  grains  of  gold,  nine-tenths  fine.  This  has  remained 
until  to-day  the  monetary  unit  of  the  United  States,  and  by  this  all  values  have 
been  measured  and  computed  since  January  1,  1879. 

The  importance  to  the  people  of  selecting  and  adhering  to  a  certain  weight 
and  fineness  of  one  metal  as  the  monetary  unit,  arises  wholly  out  of  the  fact  that 
their  money  is  manifold  in  form,  substance  and  intrinsic  value.  Our  four  kinds 
of  money,  differ  in  intrinsic  value,  and  therefore  they  can  be  maintained  at  uni- 
form conventional  and  legal  value  only  by  investing  one  of  the  two  metallic 
■coinages  (gold  and  silver)  with  the  character  of  a  basis  or  standard  of  value,  and 
by  force  of  law  conferring  upon  the  other  elements  of  the  currency,  values  rep- 
resentative of  the  actual  value  intrinsically  present  in  that  selected  to  be  the 
standard. 

The  Government  is  by  no  means  free  to  select  either  of  the  two  coinages  as 
the  standard,  but  must  select  that  of  greater  intrinsic  value,  or  else,  under  Gresh- 
am's law,  those  coins  will  disappear  from  circulation.  If  instead  of  25.8  grains  of 
gold  412^  grains  of  silver  had  been  made  the  monetary  unit  in  1873,  we  should  now 
have  no  gold  coin  at  all  in  circulation. 

The  monetary  unit  once  established  becomes  the  standard  for  measuring  all 
values  expressed  in  money,  and  thus  it  enters  into  all  business  and  financial  trans- 
actions, arrangements,  and  contracts  ;  hence  it  should  be  always  preserved  at  sub- 
stantially the  same  level  of  value. 

The  progress  toward  simplification  and  method,  which  begun  when  coins  were 
substituted  for  scales  and  weights  in  the  measurement  of  copper,  silver  and  gold,  has 
been  continued  constantly  in  the  direction  of  improving  the  coins,  perfecting  their 
accuracy,  and  fortifying  their  permanency  in  respect  to  value,  and  its  logical  con- 
clusion is  now  reached  in  the  adoption  of  a  monetary  unit,  by  means  of  which 
several  kinds  of  money,  varying  in  intrinsic  value,  are  co-ordinated  as  to  legal 
value,  and  their  solidarity  in  the  currency  is  established  and  preserved. 

The  duty  of  the  government,  therefore,  in  respect  to  this  matter,  is  to  establish 
a  monetary  unit,  and  to  provide  against  its  being  changed  except  by  such  universal 
consent  as  is  requisite  to  effect  a  constitutional  amendment. 

Imagine  an  ordinary  workshop  where  the  foot-rules  are  not  on  the  same 
scale  ;  where  the  unit  of  linear  measure — the  inch — is  not  definite  nor  fixed,  so  that 
the  inches  and  the  feet  marked  on  oneman's  rule  do  not  correspond  with  the  inches 
and  the  feet  marked  on  the  rule  of  another  man  engaged  on  a  different  part  of  the 
same  work.  Would  there  not  be  inextricable  confusion  and  wrangling  among  the 
men,  attended  with  spoiling  of  material  and  consequent  loss  and  vexation  to  the 
proprietor?  Would  there  not  be  necessarily  a  spontaneous  halt  in  the  work,  and  a 
simultaneous  demand  that  some  one  of  the  various  inches  be  selected  as  a  standard, 
and  that  all  rules  that  differed  from  the  standard  be  banished,  and  even  destroyed 
utterly  ? 

Now  money,  as  a  measure  of  value,  sustains  toward  the  specialized  and  differ- 
entiated industries  of  this  country,  relations  precisely  like  those  which  foot-rules 
sustain  to  the  specialized  and  differentiated  employments  into  which  the  work  of  a 
great  machine-shop  is  distributed.  An  industrial  people,  subjected  by  their  gov- 
ernment to  the  use  of  an  uncertain  currency,  are  just  as  badly  treated  as  would  be 
the  hands  in  a  machine-shop  who  should  be  furnished  with  defective  and  inaccu- 
rate foot-rules,  and  then  held  accountable  for  material  spoiled  and  time  lost  by 
misfits. 

One  step  further  :  while  the  United  States  may  be  regarded  as  a  great  work- 
shop, yet  it  is  only  a  branch  of  the  still  greater  workshop  of  the  world  at  large. 

The  value-rule  in  use  among  us  should,  therefore,  bear  a  definite,  known,  and 
unchangeable  relation  to  the  value- rules  in  use  among  the  people  with  whom  we 
trade.  While  it  would  be  more  convenient  to  have  but  one  monetary  unit  for  all 
the  world,  it  is  not  necessary  to  do  so.  Different  nations  may  still  retain  those 
they  are  accustomed  to,  but  it  is  absolutely  essential  that  each  of  these  should  be 
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immutable  in  real  value,  and  that  they  should  all  be  alike  in  material,  for  identity 
of  metal  can  alone  insure  identity  of  intrinsic  value  in  equal  weights. 

X  — Legal  Tender. 

The  term  "legal  tender"  is  a  technical  expression  signifying  that  which  the 
law  prescribes  to  be  paid  or  tendered  in  order  to  discharge  a  debt,  satisfy  a  judg- 
ment, fulfil  a  money  contract,  or  pay  taxes. 

The  very  object,  therefore,  of  a  legal  tender  law  must  necessarily  be  to  estab- 
lish a  fixed  and  immutable  measure,  or  standard,  by  which  the  value  repaid  or  re- 
turned may  be  compared  with  and  made  equal  to  the  value  acknowledged  to  have 
been  received,  and  in  other  cases  by  which  the  value  paid  in  satisfaction  of  a  debt, 
or  a  judgment  may  be  compared  and  equalized  with  the  value  agreed  or  adjudged 
to  be  payable  therefor. 

This  being  the  nature  and  the  object  of  all  legal  tender  laws,  reason  itself  re- 
quires that  when  such  a  law  gives  legal  tender  force  to  several  kinds  of  money, 
these  kinds  of  money  must  be  always  preserved  at  equal  value,  for  if  they  are  not 
bo  preserved  the  nature  of  the  legal  tender  law  is  violated  and  its  essential  objeet 
is  defeated.  This  is  not  only  a  requirement  of  reason,  but  it  is  also  demanded  by 
that  spirit  of  justice  which  is  the  soul  of  law  and  should  be  the  animating  princi- 
ple of  all  legislation. 

Legal  tender  laws  control  the  execution  of  contracts,  and  every  contract  em- 
braces two  or  more  persons,  sustaining  to  each  other  complementary  relations. 
The  essence  of  these  reciprocal  relations  is  equality;  equality  of  the  value  re- 
teived  at  the  date  of  the  note  or  bond,  with  the  value  agreed  to  be  returned  at  its 
Maturity. 

The  whole  theory  of  a  money  penalty  for  default  of  specific  performance  rests 
ftpon  the  doctrine  here  set  forth,  and  this  doctrine  also  underlies  all  taxation,  for 
without  fixed  value  in  the  medium  of  payment  the  taxing  power  can  neither  pro- 
ride  adequately  for  the  public  needs  nor  gauge  the  burden  laid  on  the  tax-payers. 

Not  money  but  money's  worth,  not  the  dollar  but  the  dollar's  worth,  is  the 
motor  of  industry,  the  propelling  force  behind  human  enterprise  and  endeavor. 
This  truth  is  the  key  to  the  obligations  of  governments  in  respect  to  legal  tender 
money  ;  they  are  bound  to  preserve  its  value,  its  true  worth.  The  name  of  the 
coin,  the  denomination  of  the  note,  is  absolutely  naught;  the  value  is  the  essence 
of  the  matter ;  equality  of  value,  not  identity  of  substance,  between  the  thing  bor- 
rowed and  the  thing  returned  ;  equality  of  value,  not  specific  identity,  between  the 
thing  promised  and  the  thing  performed,  will  alone  content  the  avidity  of  justice 
for  what  is  right. 

XL — The  Material  and  Form  of  Money. 

Since  the  government  is  charged  with  the  duty  of  determining  what  the  peo- 
ple's money  shall  be,  it  is  well  to  inquire  what  principles  should  govern  the  coinage 
of  metals  and  the  creation  of  paper  currency. 

Before  proceeding  to  these  inquiries,  however,  it  is  necessary  to  point  out  the 
difference  between  these  two  kinds  of  money  Coins  possess  intrinsic  value  ;  that 
is,  the  substance  of  which  they  are  made  is  valuable  in  itself.  Whether  coined  or 
not,  gold,  silver,  and  copper  are  valuable  as  metals,  and  their  value  is  nearly  the 
same  all  the  world  over.  Paper  money  has  practically  no  intrinsic  value ;  its 
money-force  depends  upon  law,  or  upon  the  financial  credit  of  the  government,  or 
the  credit  of  a  bank ;  sometimes  certificates,  representing  coins  of  gold  or  silver 
deposited  in  the  Treasury,  and  redeemable  in  such  coins,  are  used  as  money. 
Paper  money  generally  expresses  an  obligation  or  a  promise  ;  it  usually  implies  a 
contract  or  a  trust,  and  its  value,  derived  wholly  from  these,  depends  for  its  con- 
tinuance upon  the  public  confidence  that  the  promise  or  obligation  will  be  fulfilled, 
the  trust  or  contract  executed.  Beyond  the  limits  within  which  this  confidence 
suffices  to  give  it  currency,  paper  money,  whether  in  the  form  of  Bank  of  England 
notes,  greenbacks,  National  Bank  notes,  or  coin  certificates,  loses  its  money  func- 
tion ;  it  has  no  force  to  pay  wages,  or  to  pass  from  hand  to  hand  in  the  ordinary 
course  of  daily  traffic. 

There  is  another  very  important  difference  between  coins  and  paper  money. 
The  value  of  coins,  being  in  their  substance,  is  not  affected  by  or  dependent  on 
what  is  stamped  or  imprinted  upon  them. 

Coined  metal  is  beyond  the  reach  of  political  strife  ;  it  is  free  from  danger  by 
reason  of  disaster,  panic,  or  war.  Earthquakes,  revolutions,  the  rise  and  fall  of  em- 
pires, have  been  powerless  to  impair  by  a  fraction  tne  value  inhering  in  the  coins 
sewed  in  the  garments  of  trembling  towns-people  or  hidden  in  the  huts  of  a  terri- 
fied peasantry. 


THE  PEOPLE'S   MONEY.  87 


Paper  currency,  on  the  other  hand,  is  created  by  statute  ;  every  note  has  value 
conferred  upon  it  solely  by  the  stroke  of  the  pen  recording  an  official  signature.  A 
greenback  or  bank-note  of  $1,000  contains  no  more  paper  and  mk  than  one  for  only 
$5  ;  it  costs  no  more  to  produce  the  one  than  the  other.  The  money  life  of  such 
currency  depends  wholly  upon  the  continuous  sustaining  force  of  the  law  ;  interrupt 
this,  and  it  droops  depreciated  ;  cut  off  this  support  by  repealing  the  law  or  dis- 
abling the  government,  and  the  currency  dies,  as  the  lights  go  out  when  the  gas  is 
turned  off.  Every  note  that  draws  vitality  from  the  law  perishes  with  the  repeal  of 
the  law,  or  with  the  downfall  or  bankruptcy  of  the  government,  even  though  it  be 
locked  in  a  hidden  recess  a  thousand  miles  away  from  the  seat  of  legislation  or 
the  theatre  of  revolution. 

A  depreciated  currency,  whether  metallic  or  paper,  is  the  sum  of  all  monetary 
evils  ;  it  is  worse  in  its  effects  than  war  or  pestilence  ;  it  seeks  out  and  ruins  the 
most  secure  and  the  most  secluded  ;  it  brings  widows  and  orphans  to  penury  ;  it 
corrupts  the  virtuous,  disheartens  the  industrious,  destroys  the  helpless  ;  it  breeds 
rapacity,  pampers  vice,  and  sets  up  gambling  as  a  substitute  for  profitable  toil. 

It  may  be  asked,  How  may  a  government  secure  its  people  against  the  danger 
of  the  currency  becoming  depreciated  ?  The  answer  is  :  A  government  should 
never  make  anything  lawful  money  but  coins  of  metal,  and  paper  convertible  into 
such  coins  on  demand  of  the  holder. 

There  is  no  reason,  however,  from  a  financial  point  of  view,  though  there 
may  be  political  reasons  against  it,  why  the  United  States  government,  after 
establishing,  under  constitutional  sanction,  an  unchangeable  monetary  unit,  should 
not  provide  in  its  laws  for  a  system  of  banks  of  issue,  which  may  supply  to  the 
currency  an  element  adjustable  in  volume,  under  natural  laws,  to  the  varying 
needs  of  industry. 

Metallic  money  is  certainly  as  old  as  the  time  of  Abraham.  Then  it  passed  by 
weight.  More  than  a  thousand  years  after  that  coins  were  invented — at  first  these 
were  made  of  brass,  then  of  iron  and  copper;  long  afterwards  silver  coins  were 
struck  ;  gold  was  the  last  to  be  coined. 

At  each  stage  in  the  progression  from  the  less  valuable  to  the  more  valuable 
metals,  the  material  of  money  seems  to  have  borne  a  relation  to  the  value  of  labor. 

In  primitive  times  money  had  no  general  sphere  of  circulation.  Nearly  all  labor 
was  performed  by  slaves  or  dependents,  hence  there  were  no  wages  to  be  paid, 
personal  service  was  requited  not  by  money  but  by  protection,  shelter  and  main- 
tenance, few  industries  were  pursued  for  gain  and  trade  consisted  largely  of  barter. 

Now  industry  has  become  almost  universal  and  is  infinitely  varied,  each  worker 
is  master  of  his  own  earnings,  so  that  money  is  indispensable,  to  the  daily  life  of 
hundreds  of  millions  of  men,  women  and  children,  and  the  material  of  money  has 
increased  in  value  with  the  rising  value  of  the  labor  it  measures  and  the  increasing 
volume  of  the  transactions  it  liquidates. 

It  is  in  this  way  that  the  world  has  outgrown  brass,  iron  and  copper,  succes- 
sively used  as  money  ;  these  metals  are  now  all  too  low  in  value,  in  proportion  to 
their  weight  and  bulk,  to  serve  the  needs  of  industry  among  the  more  advanced 
nations,  although  copper  coins  are  still  found  in  circulation  among  peoples  less 
advanced.  Gold  and  silver  are  the  metals  now  chiefly  used  as  money  in  Europe 
and  America.  Mankind  has  become  satisfied  by  experiment  that  silver  and  gold 
are  the  best  metals  to  be  used  as  money  at  the  present  time,  and  when,  if  ever, 
they  become  satisfied  that  either  of  them  can  be  advantageously  dispensed 
with  for  such  use,  that  metal  will  cease  to  be  used  for  money,  and  no  amount  of 
sentiment,  no  force  of  declamation,  can  prevent  its  disuse. 

It  is  only  in  modern  times  that  paper  money  has  come  into  use.  A  sketch  of 
its  history  will  be  found  in  Chapter  XII ;  but  it  may  be  well  at  this  point  to  sug-< 
gest  some  views  as  to  paper  money  generally.  All  paper  currency,  whether  issued 
by  the  government  or  by  a  bank,  consists  of  due  bills  only  ;  these  due  bills  may  be 
simply  the  government  outlay,  or  they  may  represent  taxes  to  be  collected,  or  gold 
or  silver  coins  deposited  in  the  Treasury;  or  they  may  represent  value  in  some 
other  form  received  by  the  government  or  by  the  banks.  History  teaches  that  it  is 
never  entirely  safe  for  any  people  to  entrust  the  keeping  of  all  their  gold  and  silver 
to  treasuries  and  banks,  while  they  have  nothing  to  show  for  it  but  a  paper  receipt ; 
and  it  is  always  exceedingly  unsafe  for  the  people,  especially  farmers,  artisans, 
and  laboring  men,  who  are  not  in  the  way  of  keeping  up  with  financial  changes, 
to  become  wholly  dependent  upon  a  currency  that  has  neither  gold  nor  silver 
behind  it,  but  which  consists  wholly  of  paper  tepresenting  future  taxation,  or 
which  is  based  solely  upon  the  credit  of  a  government,  or  of  a  corporation  under 
governmental  control. 

If  the  government  supplies  the  money  it  ought  to  take  care  that  all  of  it  is 
equally  good,  and  equally  good  at  all  times  ;  but  this  cannot  be  depended  upon 
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unless  the  people  understand  the  difference  betwer.n  good  money  and  bad,  and  re- 
quire their  representatives  to  possess  that  knowledge  also,  and  to  apply  it  in  legis- 
lation, where  alone  such  knowledge  can  be  applied  effectively. 

Is  a  man's  labor,  or  his  crop,  not  always  good  value,  and  should  they  not  at  all 
times  be  paid  for  in  money  that  has  equally  good  value?  Can  a  man  afford  to  be 
indifferent  as  to  whether  the  money  he  gets  is  always  equally  good  ?  It  is  certain 
that  bad  money  can  never  be  so  plentiful  that  wages  paid  in  it  will  go  as  far  when 
they  are  to  be  spent  as  wages  paid  in  good  money. 

XII. — Paper  Money. 

From  what  precedes  it  is  apparent  that  to  the  people  of  an  industrial  commp 
oity  it  is  essential  that  all  their  money  should  be  of  such  material,  and  so  rooted  in 
natural  laws,  as  to  merit  and  to  obtain  universal  confidence,  both  as  a  medium  of 
•exchange  and  as  a  measure  of  value.  For  this  reason  many  economists  insist  that 
"the  law  should  recognize  nothing  as  money  but  coins  of  gold,  silver,  or  copper,  be- 
cause these  alone  possess  intrinsically,  and  in  the  highest  degree,  the  qualities 
which  experience  has  shown  to  be  characteristic  of  good  money.  It  is  to  be  con- 
sidered, however,  that  a  great  volume  of  circulation,  consisting  exclusively  of 
these  metals,  is  a  very  costly  appliance. 

In  order  to  appreciate  the  force  of  this  objection  to  an  exclusively  metallic  cir- 
culation, we  need,  first  of  all,  to  fully  realize  that  every  dollar  of  money  actually 
present  in  any  community  belongs  to  some  individual  or  institution,  and  that  every 
such  dollar  is  inert  capital,  void  of  increase  and  earning  nothing.  Whether  car- 
ried in  the  pocket  or  locked  in  a  safe,  every  coin  and  every  note  costs  to  its  pos- 
sessor, day  by  day,  the  loss  of  whatever  interest  or  profit  he  might  obtain  by  part- 
ing with  it,  through  investing  its  value  in  some  productive  form,  i.  e.,  in  a  savings 
bank  deposit  or  in  bonds,  stocks,  promissory  notes,  real  estate,  machinery,  tools, 
animals,  etc.  All  these  and  many  other  forms  of  property  yield  to  their  possessor 
either  profit  or  pleasure  without  diminution  of  their  value  as  property  ;  but  money 
yields  nothing  while  it  is  kept.  To  derive  pleasure  or  profit  from  money  one  must 
part  with  it. 

Merchants,  traders,  and  manufacturers  keep  as  little  cash  on  hand  as  possible, 
even  though  they  possess  large  capital ;  while  the  great  operators  in  exchange,  se- 
curities and  produce  habitually  draw  their  bank  balances  down  to  the  lowest  point 
they  consider  consistent  with  safety  to  their  business,  and  if,  at  the  end  of  any 
■day's  operations,  one  of  these  finds  his  balance  larger  than  necessary,  he  will  try 
to  lend  out  the  excess,  even  at  a  very  low  rate  of  interest. 

So  great  is  the  burden  of  idle  money  that  in  many  kinds  of  business  needing 
the  use  of  money  for  short  periods  of  time  only,  it  is  found  more  economical  to 
borrow  for  such  periods  than  to  hold  so  much  money  over  the  intervening  spaces 
of  time;  thus,  builders  are  always  large  borrowers,  farmers  invariably  get  ad- 
vances on  a  maturing  crop  ;  while  factors,  warehousemen,  and  others  engaged  in 
marketi  ng  agricultural  products  would  have  their  commissions  and  profits  con- 
sumed in  loss  of  interest  if  they  should  undertake  to  keep  idle  all  through  the  late 
spring  and  the  summer  the  money  they  know  they  must  pay  out  during  the  autumn 
and  winter. 

Having  fully  realized  that  the  entire  volume  of  circulation  in  any  community 
is  a  burden  upon  its  industries,  it  is  next  in  order  to  inquire  how  that  burden  may 
be  lightened,  and  the  answer  will  be  found  to  be,  first,  by  abstaining  from  legisla- 
tion tending  to  enlarge  the  circulation  beyond  actual  needs ;  and,  secondly,  by 
using  paper  money  to  a  greater  or  less  extent.  The  first  point  will  be  treated  in 
the  chapter  entitled  Volume  of  Circulation ;  the  second  is  to  be  now  established. 

Of  course  the  burden  of  idle  money  is  the  same  whether  such  money  be  of 
metal  or  paper,  but  a  part  of  the  cost  of  "  carrying"  paper  money  is  offset  by  the 
profit  upon  its  issue,  while  there  is  no  such  offset  in  the  case  of  coins.  Banks  issue 
their  own  notes  in  exchange  for  interest-bearing  obligations  of  some  character,  and 
as  long  a.*  those  notes  remain  "out"  the  bank  has  the  use  of  that  capital  free  of 
cost.  The  profit  from  such  use  coming  to  the  bank  is  (taking  the  bank  and  the 
rest  of  the  community  as  one  whole)  an  offset  to  the  loss  of  profit  upon  the  same 
amount  of  capital  which  has  been  sustained  by  the  members  of  the  community 
who  have,  for  the  same  period  of  time,  been  successively  holding  the  notes.  The 
first  cost  of  the  notes  to  the  bank  which  issues  them  is  small ;  but  if  the  bank  had 
no  power  to  issue  notes,  and  was  compelled,  before  it  could  discount  paper,  to  buy 
bullion  and  get  it  coined,  the  cost  of  the  bullion  would  be  only  a  fraction  less  than 
the  money  produced  by  its  mintage.  The  saving  to  the  community,  therefore,  from 
the  use  of  paper  money  is  about  equal  to  the  annual  interest  on  the  volume  of  such 
money  less  the  expense  of  its  issue,  redemption,  and  maintenance  in  a  clean  condi- 
tion.   This  saving  is  less  upon  government  issues  of  currency  than  upon  bank- 
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notes,  because,  the  expenses  being  the  same  in  both  cases,  the  gross  saving  on 
government  paper  money  is  merely  the  interest  upon  an  equal  amount  of  its 
funded  debt,  while  the  saving  on  bank  issues  is  the  interest  on  an  equal  amount  of 
commercial  debt,  and  the  rate  of  interest  on  government  debts  is  always  less  than 
the  rate  charged  for  bank  loans. 

Bank-notes  came  into  use  in  Italy  during  the  twelfth  century,  and  their  use 
afterward  followed  the  development  of  trade  in  the  several  countries  of  modern 
Europe.  Like  the  use  of  bills  of  exchange,  the  circulation  of  bank-notes  rests  en- 
tirely upon  the  credit  enjoyed  by  the  issuing  banks  ;  but  this  fundamental  principle 
was  for  centuries  either  unperceived  or  disregarded  by  certain  governments,  which, 
observing  the  favor  enjoyed  by  bank-notes,  conceived  the  idea  of  augmenting  their 
resources  by  issues  of  paper  money  with  no  basis  but  the  force  of  the  royal  man- 
date. 

From  this  sketch  it  appears  that  paper  money  is  of  two  kinds  :  that  issued  by 
banks  and  that  issued  by  governments,  and  further  examination  will  show  that 
each  of  these  two  kinds  maybe  classified  into  convertible  and  inconvertible.  Con- 
vertible paper  money  is  that  which  is  maintained  at  a  parity  of  value  with  metallic 
money,  by  means  of  arrangements  giving  to  the  public  the  right  and  the  means  to 
convert  the  notes,  at  will,  into  equivalent  amounts  in  coin.  Inconvertible  paper 
money  is  that  in  respect  to  which  no  such  arrangements  exist.  Three  conditions 
are  essential  to  maintaining  the  convertibility  of  paper  money,  viz. : 

1.  The  existence  of  a  monetary  unit,  established  by  law,  or  so  rooted  in  the  tra- 
ditions and  habits  of  the  people  asto  be  practically  beyond  chance  of  variation. 

2.  Adequate  provision  for  securing  the  conversion  of  notes  into  coin  without 
unreasonable  expense  or  delay,  and  in  any  amount  likely  to  be  demanded. 

3.  General  confidence  among  the  people  in  the  permanency  and  sufficiency  of 
the  two  preceding  conditions. 

Inconvertible  paper  money  may  be  maintained  in  circulation  by  a  government, 
but  under  present  conditions  of  corporate  credit  it  does  not  seem  possible  for  any 
bank  to  maintain  such  a  circulation.  The  Bank  of  Venice,  in  the  twelfth  century, 
and  the  Bank  of  Amsterdam,  in  the  seventeenth,  were  able  to  obtain  deposits  not 
subject  to  withdrawal,  and  they  long  maintained  this  rule,  but  both  abandoned  it 
in  time. 

Inconvertible  paper  money,  issued  by  a  government,  may  be  maintained  at  a 
parity  of  value  with  metallic  money,  provided  the  following  conditions,  five  in 
number,  exist : 

1.  There  must  be  a  monetary  unit,  as  in  the  case  of  convertible  paper  mon^y. 

2.  There  must  be  a  considerable  volume  of  metallic  money  in  the  country,  and 
sufficient  foreign  trade,  or  other  specific  use  for  coins  to  keep  them  in  general  cir- 
culation. 

3.  The  government  must  make  no  distinction,  in  its  dealings  with  the  people, 
between  the  two  kinds  of  money  ;  both  or  either  must  be  received  and  paid  out 
with  at  least  ostensible  impartiality. 

4.  Provision  must  be  made  by  taxation,  or  by  voluntary  funding  for  the 
prompt  absorption  of  any  redundancy  apparent  in  the  volume  of  outstanding 
paper  money. 

5.  The  people  using  the  paper  money  must  have  confidence  in  the  purpose 
and  the  ability  of  the  government  to  maintain  indefinitely  the  four  preceding  con- 
ditions. 

Both  convertible  and  inconvertible  paper  money  become  depreciated  the 
moment  public  confidence  is  shaken  in  the  purpose  or  power  of  the  issuer  to  pre- 
serve the  conditions  under  which  alone  such  money  can  circulate  in  interchangeable 
effectiveness  with  coins.  Under  Gresham's  law  the  primary  effect  of  the  depre- 
ciation is  to  cause  contraction  of  the  total  volume  of  circulating  medium,  by  ex- 
pelling from  it  all  money  that  is  not  depreciated.  What  is  left  thus  becomes  a  sort 
of  leprous  currency,  with  which  association  and  mingling  is  abhorrent  to  all  forms 
of  sound  and  healthy  money. 

XIII. — Treasury-Note  or  Due-Bill  Circulation. 

The  power  to  prescribe  what  shall  be  legal  tender  for  debt  must  not  be  con- 
founded with  the  natural  right  possessed  by  every  sovereign  government  to  deter- 
mine what  shall  be  the  medium  for  paying  public  dues.  That  right  flows  from  the 
right  of  taxation,  and  were  the  States  of  the  Union  not  prohibited  by  the  Federal 
Constitution  from  issuing  bills  of  credit,  there  would  be  no  force  in  the  legal  tender 
inhibition  to  restrain  them  from  maintaining  a  State  currency  receivable  for  State 
dues. 

The  principle  upon  which  an  irredeemable  due-bill  currency  rests,  is  worthy  of 
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careful  observation,  because  it  is  one  of  the  fundamental  principles  underlying  all 
monetary  circulation  except  that  of  the  precious  metals.  It  is  well  illustrated  by 
the  circulation  of  blood  in  the  human  body. 

Let  us  follow  the  note  circulation  under  such  a  system.  The  officers  and  em- 
ployees of  the  government,  the  soldiers,  the  contractors  for  public  supplies,  the 
mail  carriers,  the  artisans  and  laborers  on  public  works,  with  many  others,  receive 
the  fresh  issues  as  they  come  crisp  from  the  Treasury.  All  these  persons  use  the 
notes  to  pay  the  grocer,  the  butcher,  and  other  tradespeople ;  some  part  goes  in 
servants'  wages,  some  in  travel  and  amusement ;  in  one  way  or  another  the  notes 
penetrate  every  nook  and  cranny  in  the  community.  From  these  innumerable 
points,  which  may  be  called  the  capillaries  of  money  circulation,  where  money 
passes  from  hand  to  hand,  the  notes  enter  the  channels  of  trade;  they  are  deposited 
in  bank  one  day,  drawn  out  another,  shipped  from  city  to  country,  and  back  from 
country  to  city,  until  at  length  the  tax-collector  gathers  them  in  and  sends  them 
back  to  the  Treasury,  soiled  with  the  dust  of  traffic,  the  grime  of  toil,  and,  perhaps, 
even  the  stain  of  vice.  From  the  moment  of  issue  to  that  of  return  to  the  Trea- 
sury, every  note  passes  from  hand  to  hand,  from  bank  to  bank,  from  place  to  place, 
entirely  because  of  its  tax-paying  force.  Such  circulation  may  be  maintained  upon 
two  conditions  :  First,  that  taxation  shall  always  keep  pace  with  expenditure,  so  as 
to  insure  that  every  dollar  that  is  put  out  will  be  ultimately  demanded  back  in 
payment  of  taxes ;  and,  secondly,  that  the  stability  of  the  government  is  suffi- 
ciently established  to  exclude  all  doubt  as  to  its  power  to  enforce  the  return  of  the 
currency  by  means  of  taxation. 

A  due-bill  system,  as  here  described,  is  virtually  a  method  of  borrowing  by  the 
government  from  the  people,  upon*  the  security  of  the  proceeds  of  future  taxation, 
and  without  paying  interest.  The  lenders  are  the  employees  of  the  government, 
its  soldiers  and  sailors,  the  laborers  it  employs,  the  contractors  and  dealers  from 
whom  it  purchases  supplies ;  they  lend  the  value  of  their  services  or  their  property, 
and  the  government  due-bills  are  their  receipts.  From  these  primary  creditors  the 
government  I.  O.  U.'s  pass  to  its  only  debtors,  the  tax-payers,  who  settle  their  taxes 
with  the  government  by  passing  the  paper  back  into  the  Treasury. 

No  device  combines  within  itself  so  many  of  the  essential  ingredients  of  tyranny 
as  a  due-bill  circulation,  redeemable  only  in  commutation  for  taxes  ;  for  while  it 
represents  the  extreme  of  arbitrary  exaction  by  the  government,  it  fastens  upon 
the  mass  of  the  people  a  yoke  from  which  they  cannot  escape,  except  by  themselves 
destroying  the  value  of  the  paper  upon  which  they  have  advanced  full  value  by 
giving  their  services,  their  products,  and  their  property  in  exchange  for  it.  By 
submitting  to  the  issue  of  such  a  currency  the  subjects  of  a  monarchy  abandon 
their  only  effective  defence  against  oppression,  and  they  aggravate  enormously  the 
cost  of  revolution,  while  the  citizens  of  a  free  state  who  allow  such  a  currency  to 
be  established  among  them,  invest  their  rulers  with  a  power  dangerous  to  liberty 
and  difficult  of  restraint.  The  reason  is  the  same  in  both  cases  ;  an  irredeemable 
government  currency  binds  the  people  indefinitely  to  a  scale  of  taxation  commen- 
surate with  the  volume  of  the  paper  issues,  and  thereafter  taxation  can  be  reduced 
only  by  contracting  the  currency  or  by  suffering  it  to  become  depreciated,  alter- 
natives of  which  both  are  oppressive  and  of  which  therefore  either  is  difficult  of 
adoption. 

A  due-bill  currency  may  or  may  not  be  made  a  legal  tender  for  debt. 

The  Government  of  the  United  States,  in  1862,  issued  an  irredeemable  paper 
currency,  commonly  called  greenbacks,  and  made  the  notes  a  legal  tender  for 
debts.  In  this  case  taxation  was  not  adjusted  to  the  volume  of  currency  emission, 
consequently  the  greenbacks  became  depreciated,  although  throughout  the  North 
commerce  and  manufactures  were  enormously  stimulated  by  the  war  ;  the  country 
suffered  little  or  nothing  from  invasion,  and  immigration  was  constantly  bringing 
in  resources  from  outside. 

Xrv.— Bank-Note  Cieculation. 

In  the  chapter  on  Paper  Money  it  was  shown  that  two  kinds  of  such  money 
have  been  in  use  at  various  times  and  places,  viz.,  government  currency  and  bank- 
notes. We  have  considered  the  subject  of  government  currency;  we  come  now  to 
that  of  bank-notes. 

♦  It  has  been  shown  (Chapter  XII.)  that  bills  of  exchange  were  the  first  paper 
money,  and  that  bank-notes  were  afterward  devised.  Checks  on  banks  of  deposit, 
so  familiar  to  us,  are  the  most  recent  development  of  the  bill  of  exchange,  and 
when  "  certified  "  they  acquire  also  the  force  of  a  bank-note.  Indeed,  these  certified 
checks  are  very  much  like  the  earliest  bank-notes,  which  were  merely  certificates 


THE  PEOPLE'S  MONEY.  91 

of  deposit  invented  to  economize  the  use  of  the  precious  metals.  It  would  be 
quite  practicable  now  for  depositors  to  draw  checks  in  round  sums  of  five,  ten,  etc., 
dollars,  payable  to  bearer,  have  them  certified  by  a  bank,  and  (unless  Section  3,413 
United  States  Revised  Statutes  should  be  construed  as  prohibiting  it)  use  them  as 
bank-notes.  Should  such  certified  checks  obtain  general  currency  they  would  be- 
come money  in  the  community  where  so  circulating,  and  would  differ  from  all 
other  kinds  of  money  now  in  use  in  this  country  in  being  simply  a  creation  of 
credit,  unsupported  by  governmental  provision,  and  dependent  for  the  continuity 
of  their  use  wholly  on  their  acceptability  to  the  public. 

Such  certified  checks,  used  as  money,  would  be,  for  all  practical  purposes,  like 
the  bank-notes  that  were  in  circulation  prior  to  1862.  and  the  supposed  process  of 
their  issue  illustrates  how  those  bank-notes  were  issued.  During  the  older  period 
the  banks  that  issued  notes  placed  them  in  circulation  by  paying  them  out  upon 
the  checks  of  their  depositors,  while  under  the  system  above  imagined  the  checks 
themselves  would  be  certified.  This  illustration  of  the  certified  check  is  intended 
only  to  make  quite  plain  the  true  nature  of  the  bank-note  by  showing  that  such 
checks,  should  they  be  used  for  money,  would  serve  all  the  purposes  of  bank-notes. 

The  main  advantage  to  be  derived  by  any  community  from  banks  of  issue  con- 
sists, first,  in  the  economy  of  paper  as  compared  with  metallic  money  ;  and,  sec- 
ondly, in  the  utility  of  such  banks  to  productive  industry.  The  plea  of  economy 
for  the  use  of  paper  money,  rather  than  coin,  applies  to  government  issues  as  well 
as  bank-notes,  the  only  difference  being  in  the  relative  saving  effected,  and  this 
difference  has  been  shown  to  be  in  favor  of  the  bank-note.  It  may  be  true  that 
the  use  of  a  government  currency  tends  to  lower  the  rate  of  interest  on  govern- 
ment bonds,  but  the  share  of  any  one  citizen  in  a  fractional  saving  of  interest  by 
the  government  is  so  infinitesimal  as  to  be  practically  worthless,  while,  on  the 
other  hand,  it  is  certainly  true  that  the  increase  of  bank-note  issues  tends  to  re- 
duce the  rate  of  interest  on  commercial  loans,  and  the  reduction  of  one  or  two 
per  cent,  per  annum  in  the  rate  of  interest  on  the  loans  made  by  banks  to  their 
customers  is  a  matter  of  immense  consequence  to  all  borrowers. 

In  the  United  States,  where  the  government  taxation  is  not  in  the  least«degree 
affected  by  the  interest  on  the  public  debt,  the  people  gain  absolutely  nothing  from 
the  greenback  currency,  amounting  to  $346,000,000 ;  while  the  issue  of  bank-notes 
to  that  amount  based,  not  on  bonds  but  on  commercial  paper,  would  probably 
make  seven  per  cent,  a  maximum  rate  of  interest  throughout  all  our  agricultural 
communities,  except  those  in  the  newest  States  and  the  Territories,  and  would  even 
there  greatly  reduce  present  rates  for  money.  Under  the  imperfect  and  often 
hazardous  system  of  note  issues  by  State  banks  between  1820  and  1860,  the  pre- 
vailing rates  during  that  period  in  the  communities  where  those  banks  were  located 
were  six  per  cent,  for  discounts,  and  seven  per  cent,  for  interest. 

The  history  of  the  Bank  of  Stockholm  affords  a  striking  proof  of  the  effect  of 
bank  issues  of  currency  in  reducing  the  rates  of  interest.  This  institution  was 
established  early  in  the  seventeenth  century  by  a  merchant,  and  subsequently, 
viz.,  in  1688,  was  made  a  State  bank.  At  that  date,  as  one  of  the  conditions  of  the 
change,  it  was  limited  to  eight  per  cent,  as  the  maximnm  rate  for  loans  on  good 
security,  and  it  was  required  to  allow  six  per  cent,  interest  on  all  deposits,  except 
those  of  the  government,  which  drew  no  interest.  As  a  consequence  of  its  opera- 
tions and  its  growing  credit,  the  rates  of  interest  rapidly  declined  throughout  the 
kingdom,  and  before  the  close  of  the  century  the  bank  rate  for  loans  was  succes- 
sively reduced  to  seven,  six,  four,  and  finally  to  three  per  cent,  per  annum,  while 
the  rate  allowed  to  depositors  was  reduced,  pari  passu,  until  it  reached  two  per 
cent. 

It  is  obvious  that  during  those  twelve  years  the  people  of  Sweden  gained  from 
cheaper  money  vastly  more  than  they  could  have  gained  from  any  saving  in  the 
interest  on  the  public  debt  that  could  possibly  have  been  effected  by  issues  of  gov- 
ernment currency,  and  they  would  have  been  greatly  injured  if  such  government 
currency  had  been  maintained  in  circulation  by  the  prohibition  of  bank-notes — 
the  policy  pursued  by  the  United  States  since  February,  1862. 

I  say  this  has  been  our  policy,  because  the  National  Bank  notes  are  truly  a 
government  currency  and  possess  none  of  the  essentials  of  bank-notes.  When  the 
system  was  first  instituted  the  National  Banks  were  able  to  make  large  profits, 
because  they  were  getting  six  per  cent,  interest  on  the  bonds,  besides  having  the 
use,  free  of  interest,  of  money  amounting  to  very  nearly  ninety  per  cent,  of  that 
invested  in  the  bonds. 

These  profits  were  not  such  as  banks  of  issue  make  on  their  circulation  They 
accrued  because  the  banks  bought  their  bonds  for  about  ten  per  cent,  cash  and 
ninety  per  cent,  credit  without  having  to  pay  interest  on  the  credit  portion  of  such 
cost,  although  they  received  interest  on  the  face  of  the  bonds.     There  is  no  profit 
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now  on  circulation  because  the  bonds  cost  115$,  yielding  as  an  investment  only  about 
2%%,  while  the  circulation,  less  redemption  fund,  is  only  T\\  of  cost. 

Because  there  was  no  profit  in  it,  the  circulation  of  the  National  Banks  never 
did  make  money  cheap  to  borrowers.  It  must  be  conceded  that  the  risk  taken  by 
the  banks  during  the  war,  in  buying  bonds  and  banking  on  greenbacks,  were  fully 
commensurate  with  any  profits  made  out  of  the  arrangement  for  circulation  then 
or  afterward;  hence  there  is  no  basis  for  assuming  that  these  profits  produced  any 
effect  in  reducing  rates  of  interest  on  commercial  loans,  while  all  the  evidence  is 
to  the  contrary.  The  profits  described  having  long  since  ceased,  of  course  they 
cannot  now  have  any  such  effect;  hence  the  National  Bank  currency  never  has  pos- 
sessed one  of  the  essential  qualities  of  a  true  bank-note  circulation,  viz.,  that  of 
cheapening  loans. 

That  notes  issued  against  deposited  bonds  never  can  tend  to  the  cheapening  of 
loans  will  be  evident  when  it  is  considered  that  such  notes  derive  their  existence 
from  the  deposits  of  the  bonds  and  their  value  from  that  of  the  bonds  ;  they  are 
issued  to  the  bank  really,  not  by  it,  and  while  in  its  possession  are  a  part  of  its 
assets,  being  collectively  representative  of  the  bonds,  its  property,  deposited  at 
Washington.  The  notes  issued  to  each  National  Bank  are,  indeed,  government 
money  advanced  on  the  bank's  bonds,  and  for  all  money  purposes  they  are  just 
like  the  notes  issued  to  any  other  bank ;  the  bank  whose  name  they  bear  gains 
nothing  by  their  prolonged  circulation.  Not  so^with  bank-notes  proper  which  are 
issued  by  the  bank,  have  no  vitality  until  issued,  and  cease  to  have  any  money 
force  the  moment  they  come  back  to  the  bank  that  issued  them. 

Unlike  the  National  Banks,  under  present  laws  and  conditions,  true  banks  of 
issue  have  an  interest  in  putting  out  all  the  circulation  possible,  and  in  keeping  it 
out  as  long  as  possible,  and  this  tends  to  the  cheapening  of  loans  in  two  ways: 

First.  The  discount  of  paper  and  the  making  of  loans  constitute  the  only  waf 
in  which  a  bank  can  get  out  circulation ;  hence,  as  between  a  bank  desiring  to 
extend  its  circulation  and  one  confined  to  the  use  of  coin  or  government  currency 
in  making  loans,  it  is  obvious  that  the  bank  of  issue  has  the  greater  incentive  to 
lend  and  can  afford  to  take  lower  rates  of  interest  than  the  other.  Let  us  suppose 
two  such  banks  newly  established  in  a  place  where  prevailing  rates  of  interest 
have  been  six  per  cent.  The  non-issuing  bank  finds  no  inducement  to  lend  below 
that  rate,  but  the  issuing  bank,  reckoning  the  profit  on  its  circulation  as  equivalent 
to,  say,  two  per  cent,  per  annum,  can  afford  to  lend  as  low  as  four  per  cent. 

The  second  way  in  which,  when  banks  are  allowed  to  issue  notes,  rates  of  in- 
terest are  brought  lower  than  they  are  when  the  circulation  consists  wholly  of 
coins  and  government  currency,  is  through  an  elasticity  in  the  volume  of  bank 
issues,  which  has  no  counterpart  in  the  other  system.  A  specie  reserve  of  one 
dollar  to  every  three  or  four  dollars  of  circulation  has  generally  been  accepted  as 
sufficient  to  insure  the  complete  efficiency  of  bank-note  circulation  ;  hence,  when 
there  is  an  active  demand  for  money,  the  bank  of  issue  that  gets  in  $1,000  in  specie 
may  issue  against  it  $3,000  or  $4,000  of  notes,  whereas  under  present  conditions  no 
bank  can  lend  out  more  than  the  $1,000  it  has  taken  in,  and  National  Banks  may 
lend  only  $750  or  $850,  according  to  location. 

This  power  to  expand  the  circulation  very  materially  modifies  the  effect  of  the 
forces  which  operate  from  time  to  time  to  enhance  the  rate  of  interest,  and  if  the 
banks  authorized  to  issue  notes  are  numerous,  widely  dispersed,  and  subjected  to 
proper  regulations  and  restraints  as  to  such  issues,  they  cannot  fail  to  be  always 
competing  to  put  out  loans,  because  they  will  be  under  the  strongest  solicitations 
of  selfish  advantage  to  do  so,  and  such  competition  must  cheapen  rates  of  interest. 

It  must  not  be  forgotten,  however,  that  the  power  to  put  out  four  dollars  of 
notes  for  one  dollar  of  specie  acquired  is  inseparable  from  the  obligation  to  retire 
four  dollars  of  the  bank's  circulation  for  every  specie  dollar  withdrawn  from  its 
vaults ;  hence  the  importance  of  numbers,  wide  distribution,  and  intelligent 
effective  regulation. 

It  is,  however,  in  the  performance  of  that  primary  function  of  money  which 
consists  in  effecting  industrial  and  commercial  exchanges  that  a  bank  currency  is 
chiefly  superior  to  a  currency  of  coin  and  government  paper,  singly  or  mixed. 

Purely  agricultural  communities  use  very  little  money  during  long  periods  of 
each  year  ;  very  little  is  retained  there.  On  the  other  hand,  when  crops  ripen  and 
have  to  be  harvested  and  marketed,  a  great  deal  of  money  is  required  in  those  com- 
munities, and,  as  it  is  not  present,  it  must  be  brought  there,  and  that  involves 
delay,  expense,  and  sometimes  inability  to  command  a  (sufficient  supply. 

Now  no  augmentation,  gradual  or  spasmodic,  in  Government  issues  of  currency 
or  in  Treasury  disbursements  of  surplus  revenue,  can  obviate  this  inconvenience 
and  expense  to  farmers,  because  a  currency  abundant  even  to  the  point  of  redun- 
dancy never  overflows  into  places  where  there  is  no  profitable  employment  for 
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money,  but  the  excess  becomes  absorbed  in  speculation,  and  that  is  carried  on,  not 
on  farms,  but  in  cities.  On  the  other  hand,  banks  of  issue  located  in  agricultural 
sections  are  admirably  adapted  to  supplying  with  their  issues  of  notes  these  annual 
and  comparatively  brief  periods  of  demand  for  money  for  moving  the  crops,  and 
farmers  whose  needs  are  thus  supplied  are  neither  subjected  to  heavy  discounts  on 
the  drafts  drawn  against  their  produce  nor  delayed  in  marketing  their  crops,  or  in 
making  their  purchases,  by  the  want  of  money. 

Under  our  present  system  of  currency,  during  the  months  from  March  to 
August,  the  bulk  of  the  circulating  medium  is  finding  its  way,  at  much  expense  for 
expressage,  and  much  cost  in  loss  of  interest,  from  thousands  of  points  all  over  the 
country  to  the  cities,  and  ultimately  it  becomes  concentrated  at  a  few  centres  ;  then, 
during  September,  October,  and  November,  it  has  to  be  redistributed,  at  like  ex- 
pense ;  whereas  if  our  six  thousand  banks  were  allowed  to  issue  notes  as  the  State 
banks  did  before  1862,  a  great  part  of  this  trouble  and  expense  would  be  avoided. 

If  country  banks  were  required  to  keep  a  reserve  of  twenty  per  cent,  against  their 
note  issues  their  entire  autumnal  expansion  would  cost  just  one-fifth  of  what  it  now 
costs  to  fetch  currency,  and,  under  a  proper  system  of  redemption  centres,  the  ex- 
pense could  be  still  further  curtailed. 

We  had  once  in  this  country  a  great  many  banks  chartered  by  the  different 
States  and  authorized  to  issue  notes  payable  to  the  bearer  on  demand.  Con- 
fidence of  course  was  essential  to  the  circulation  of  the  State  bank-notes.  It  was 
therefore  vital  to  banks  of  issue  to  maintain  their  credit,  and  to  this  end  a  reputa- 
tion for  prudent  management,  as  well  as  for  integrity,  was  essential. 

A  well-managed  bank  of  issue  got  its  notes  into  circulation  by  exchanging- 
them  for  the  notes,  drafts,  or  acceptances  of  individuals  and  firms  engaged  in  busi- 
ness, "  commercial  paper,"  as  it  is  called.  The  bank's  profit  was  obtained  in  the 
form  of  discount  or  interest  on  the  commercial  paper,  the  bank-notes  carrying  no 
interest.  To  put  out  a  circulation  in  this  way  was  regarded  as  intelligent  and 
prudent  banking,  if  care  was  taken  in  the  selection  of  the  commercial  paper  "done,'* 
if  the  maturities  of  this  paper  corresponded  with  the  probable  course,  as  to  time, 
of  the  bank's  circulation,  and  if  the  volume  of  notes  thus  put  out  was  adjusted  to 
the  capacity  of  the  community  to  absorb  currency. 

Manifestly  this  kind  of  money  is  much  more  economically  obtained  than  the 
same  amount  of  gold  and  silver;  consequently  communities  where  it  prevails  are 
enabled  by  it  to  use,  productively,  whatever  proportion  of  their  capital  they  would 
otherwise  have  to  keep  in  the  unproductive  form  of  coin. 

Under  such  a  system  of  banking,  however,  the  cost  of  a  metallic  currency  is 
not  wholly  avoided,  because  some  coin  has  to  be  kept  by  the  banks.  This  coin  is 
the  connecting  link  between  the  bank-note  and  the  monetary  unit,  for  it  is  the 
medium  of  redemption  of  the  notes.  Identity  of  value  between  the  bank-note  dol- 
lars ami  the  monetary  unit  is  essential  both  to  the  bank  and  to  the  holder  of  its 
notes,  for  the  latter  requires  assurance  as  to  this  identity  before  extending  his  con- 
fidence to  the  notes,  and  the  former  is  ready  to  furnish  such  assurance,  because  it 
absolutely  depends  upon  that  confidence  to  keep  its  circulation  afloat.  This  system 
of  banking,  beginning  in  England,  acquired  its  highest  British  development  in 
Scotland,  and  grew  up  in  this  country  as  soon  as  the  adoption  of  the  Federal  Con- 
stitution of  1787,  and  the  monetary  legislation  of  Congress  established  a  foundation 
for  it  in  the  institution  of  metallic  money  and  a  definite  and  stable  monetary  unit. 

Though  there  were  many  imperfections  of  system,  and  numerous  instances  of 
dishonest,  ignorant,  and  imprudent  management,  most  of  the  banks  of  issue  under 
State  charters  were  so  managed  as  to  materially  promote  the  prosperity  of  the 
communities  where  they  were  established.  In  1862  the  National  Bank  Act  put  an 
end  to  this  system  of  banking. 

In  speaking  of  the  banks  of  issue  in  a  previous  part  of  this  chapter  it  was  said 
that  prudent  and  intelligent  banking  forbids  a  bank  to  lock  up  a  bank's  funds  in 
anything  that  has  to  be  sold  in  the  local  market  in  order  to  get  them  out  again. 
The  only  legitimate  investment  for  the  funds  of  a  bank  is  the  commercial  paper 
which  represents  the  actual  industrial  operations  of  the  community,  and  which 
presumably  will  be  paid  at  maturity. 

Now  the  National  Banks  are  required  by  law  to  violate  this  ancient  and  well- 
established  rule,  for  while  it  is  true  that  the  capital,  wholly  or  in  part,  is  first  in- 
vested in  bonds,  and  then  the  notes  issued  upon  the  bonds  are  available  for  invest- 
ment in  commercial  paper,  yet  the  effect  is  the  same  as  if  the  capital  were  held  in 
money  and  the  notes  invested  in  the  bonds.  Take  a  bank  with  a  paid-in  capital  of 
$1,000,000  and  a  circulation  of  $900,000.  The  effective  force  of  such  a  bank  as  an 
auxiliary  to  productive  industry  should  be  $1,900,000,  but  is  really  less  than  $1,000- 
000,  because,  as  the  bank  holds  $1,000,000  in  United  States  bonds  as  a  basis  of  cir- 
culation, the  bond  investment  locks  up  from  $1,000,000  to  $1,150,000,  according  to 
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the  class  of  bonds  held,  and  leaves  the  bank  only  from  $750,000  to  $900,000  effective 
capital.* 

The  public,  shareholders  and  note-holders  combined,  have  put  into  the  bank 
$1,900,000  of  money  or  its  equivalent,  and  they  are  getting  the  use  of  only  $750,000 
of  this  sum,  while  under  the  former  system  they  would  have  the  use  of  the  whole 
$1,900,000,  while  the  bank  would  hold  against  it  not  government  bonds  locked  up 
at  Washington,  and  constantly  depreciating  in  value,  but  gold  and  silver  coin  to 
the  amount  of  $300,000  to  $400,000,  and  commercial  paper  constantly  and  con- 
tinuously running  to  maturity  and  amounting  to  $1,500,000  to  $1,600,000. 

Contrasting  the  two  systems  as  sources  of  circulation,  the  one  reduces  the 
available  money  of  the  community  from  $1,000,000  to  $750,000,  an  actual  con- 
traction of  $250,000  on  every  million,  or  twenty-five  per  cent.,  while  the  other 
increases  it  from  $1,000,000  (original  capital)  to  $1,900,000,  less  $300,000  to  $400,000 
coin  reserved,  say  to  $1,550,000,  making  an  addition  of  fifty-five  per  cent,  to  the 
local  supply  of  loanable  funds. 

Another  feature  of  the  National  Bank  system  which  will  prove  a  source  of 
great  weakness  in  case  of  disaster  is  the  practical  inconvertibility  of  the  notes. 

The  total  volume  of  National  Bank  currency  outstanding  October  2,  1894, 
as  reported  by  the  Comptroller  of  the  Currency,  page  4  of  his  Annual  Report,  was 
about  $200,000,000.  This  was  redeemable  in  greenbacks,  and  the  greenbacks  are  by 
law  redeemable  in  coin.  To  meet  this  obligation  the  Secretary  of  the  Treasury 
holds  $100,000,000  in  gold  against  the  total  greenback  issue  of  $346,000,000.  Now 
in  case  a  condition  of  things  should  arise  leading  to  a  run  upon  this  reserve, 
holders  of  the  National  Bank  notes  would  demand  greenbacks  for  them  and  then 
use  the  greenbacks  to  obtain  gold.  Consequently  the  $100,000,000  of  gold  is  the 
coin  basis  of  the  National  bank  circulation  and  of  the  greenbacks  also,  which  is  ££#, 
or  less  than  twenty  per  cent.,  of  the  circulation  resting  upon  it,  while  under  the  old 
system  the  coin  reserve  was  from  thirty  to  forty  per  cent.  From  this  point  of  view, 
therefore,  the  National  Bank  note  circulation  does  not  appear  to  be  as  well 
equipped,  as  to  convertibility,  as  was  the  old  State  bank  circulation. 

It  being  clear  that,  regarded  merely  as  a  substitute  for  coin,  bank-notes  are 
more  profitable  to  a  community  than  government  notes,  the  next  point  is  as  to  the 
relative  liability  to  depreciation  of  these  two  kinds  of  currency.  The  first  point  of 
difference  between  them  in  this  respect  is  fundamental,  because  it  lies  in  the  basis 
of  their  issue.  As  has  been  seen,  the  government  notes  are  issued  to  creditors  of 
the  government,  while  the  bank-notes  are  issued  to  debtors  to  the  bank. 

Thus,  for  the  redemption  of  its  own  notes  the  bank  holds  the  security  it  exacts 
from  its  debtors,  while  against  the  government  notes  there  is  no  provision  for  re- 
demption but  the  government  power  to  levy  and  to  collect  taxes. 

There  is  another  point :  No  bank  has'  any  obligations  inconsistent  with  that 
of  preserving  its  solvency,  so  that  every  bank  that  is  honestly  and  intelligently 
managed  will  generally  have  assets  sufficient  to  meet  its  liabilities ;  but  govern- 
ments are  subject  to  political  and  other  influences  tending  to  extravagance,  and 
nothing  is  so  well  adapted  for  disguising  extravagance  as  the  power  to  issue  paper 
money — nay,  nothing  is  so  conducive  to  extravagance  as  that,  because,  generally, 
currency  inflation  commands  popular  applause.  On  this  ground,  therefore,  it  is 
wiser  to  use  bank-notes  than  to  permit  the  government  to  issue  paper  money. 

XV.— The  Balance  of  Trade. 

Every  man  in  business  understands  what  is  meant  by  making  his  bank  account 
good.  He  knows  that  however  large  may  be  the  aggregate  amount  of  his  checks 
and  deposits  during  the  day,  all  that  he  has  to  be  careful  about  is  that  the  resulting 
balance  is  in  his  favor.  The  balance  is  the  only  thing  regarded,  either  by  the  bank 
or  by  the  merchant. 

When  several  banks  are  doing  business  in  the  same  place,  each  will  receive 
from  its  depositors  checks  upon  the  others.  In  settlements  between  these  banks 
the  balances  only  are  regarded.  If  there  is  a  clearing-house,  each  rays  or  receives 
its  own  general  balance  through  that  institution. 

Where  there  are  banks  and  clearing-houses,  therefore,  all  the  varied  operations 
of  a  great  mercantile  community  may  go  on  without  any  money  passing,  except 
what  is  required  to  settle  balances,  to  pay  wages,  and  to  carry  on  the  retail  trade. 
The  same  principle  obtains  in  settlements  between  cities.  The  state  of  the  balance 
between  the  two  cities  influences,  but  does  not  of  itself  alone  determine,  the  rate  of 
exchange  on  New  York  at  Chicago  ;  but  the  rate  of  exchange  determines  currency 


*  For  obvious  reasons  the  banks  generally  hold  four  per  cent,  be  ads,  so  that  the  larger  figure  is  nearer 
average  than  the  smaller.  &       B 
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movements  between  the  two  cities,  and  practically  brings  it  about  that  only  the 
final  balance  between  all  the  banks  in  Chicago,  on  the  one  hand,  and  their  cor- 
respondents in  New  York,  on  the  other,  is  settled  in  money. 

The  foreign  trade  of  the  country  is  carried  on  by  means  of  bills  of  exchange 
payable  in  London,  Paris,  etc.,  the  bankers  here  purchasing  and  remitting  bills 
drawn  against  exports  and  supplying  their  own  drafts  to  importers  to  pay  for  goods 
brought  into  the  country.  Here,  again,  it  is  the  balance  only  that  has  to  be  settled 
in  money.  If  the  values  imported  exceed  those  exported,  rates  of  exchange  rise, 
-and  money  must  be  shipped  abroad  ;  if  exports  exceed  imports  in  value,  exchange 
falls,  and  money  comes  from  abroad. 

Amid  the  countless  transactions  of  great  cities,  indeed,  in  the  vast  vol  ume  of 
commerce  between  continents  the  primary  use  and  function  of  money  still  sur- 
vives ;  values  are  exchanged  (through  cheques  and  bills  of  exchange),  as  they 
were  in  barter  3,000  years  ago  and  the  money  comes  in  at  the  end  only  to  "  even 
the  trade"  to  settle  the  balance.  What  is  still  more  remarkable  is  that  to-day 
settlements  are  made  between  nations  as  Abraham  settled  with  Ephron  by  weighing 
the  silver  and  gold,  for,  whether  coined  or  not,  the  precious  metals  in  international 
trade  pass  by  weight,  i.e.,  by  intrinsic  value  only.  So  difficult  is  it  for  men  to 
escape  the  operation  of  natural  laws. 

Czars,  Parliaments,  and  Congresses  may  coin  metal  and  emit  paper  money, 
Latin  unions,  great  nations,  and  many  small  communities  may  accept  these  and 
give  them  currency  at  arbitrary  valuations,  each  within  its  own  borders,  but  in  the 
world's  clearing-house  world-wide  values  alone  are  available,  and  these  must  come 
in  pure  metal  and  must  stand  the  test  of  accurate  weighing. 

Now  the  law  of  finance  underlying  all  these  instarces  is  the  Jaw  embodied  in 
clearing-house  rules,  viz.,  that  when  several  kinds  of  money  are  circulating  in  the 
community,  all  balances  must  be  settled  in  that  kind  only  which  is  available  for 
the  settlement  of  outside  exchanges;  and  from  this  proposition  there  is  deduced,  as 
a  corollary,  the  following  principle,  viz.,  that  only  what  is  available  to  settle 
balances  at  any  money  centre  is  good  money  throughout  the  entire  area  within 
which  exchanges  are  focused  on  that  centre. 

The  reason  of  this  is  obvious.  A  man  who  has  to  make  good  his  balance  in 
bank  cannot  accept  from  his  debtor,  or  in  payment  for  his  services  or  wages,  any- 
thing but  what  the  bank  will  take,  i.  e.,  what  is  known  as  bankable  funds.  The 
banks  exact  this  because  they,  too,  must  meet  all  demands  upon  them,  including 
their  clearing-house  balances,  and  they  can  do  so  only  in  such  funds.  The  clearing- 
house cannot  relax  the  rule,  because  "if  it  did  the  community  would,  under  the 
operation  of  Gresham's  law,  very  soon  lose  all  its  wide-range  money  and  have  only 
a  local  circulation,  unavailable  for  meeting  the  demands  upon  it  from  other  places, 
and  that  unavailability  would  paralyze  its  business  by  embarrassing  collections,  thus 
discrediting  its  merchants  and  eventually  crippling  the  banks  themselves. 

This  being  the  case,  it  follows  that  no  commercial  community  is  entirely  free  to 
set  up  a  local  money  of  its  own ;  if  statute  laws  do  not  forbid,  natural  laws  will 
hinder  and  embarrass  the  use  of  such  money,  while  every  commercial  community 
finds  its  interest  promoted  by  the  largest  possible  local  circulation  of  that  currency, 
among  all  within  its  reach,  which  has  the  widest  range.  In  the  United  States  no 
commercial  city  can  afford  to  be  without  money  that  is  good  in  New  York.  In 
New  York  and  other  financial  centres  there  must  always  be  a  stock  of  money  that 
is  good  in  London. 


XVI. — The  Volume  of  Money. 

Much  controversy  exists  as  to  what  volume  of  money  should  be  maintained 
in  the  United  States.  The  first,  and  apparently  the  most  popular,  theory,  is  what 
may  be  called  "theper  capita  requirement,"  which  is,  in  effect,  that  the  volume  of 
money  in  the  country  should  increase  in  some  sort  of  proportion  to  the  increase  in 
the  total  number  of  inhabitants. 

The  first  inquiry  must  be  whether  there  is  really,  or  can  be,  any  relation 
between  the  number  of  people  in  the  country  and  the  number  or  the  money  amount 
of  coins  and  notes  existing  at  any  particular  time ;  because,  of  course,  the  whole 
theory  of  a  per  capita  requirement  of  currency  depends  upon  there  being  such  a 
relation.     If  any  argument  exisjts  in  support  of  this  postulate,  I  have  not  seen  it. 

The  following  table  contains  facts  pertinent  to  the  inquiry  in  hand,  the 
column  "  Bank  Credits"  including  bank  capital  and  deposits. 
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APPROXIMATE  SUPPLY  OF  CURRENCY    IN  THE  AGGREGATE  AND  PER  CAPITA  IN  THE 
PRINCIPAL  COUNTRIES  OP  THE  WORLD.* 


Countries. 


Population. 


Stock  of 
Gold. 


Stock  of 

Silver. 


Uncovered 
Paper. 


Per  Capita. 


Gold. 


Silver 


Paper, 


Hank 
Cred-  Total, 
its. 


United  States 

United  Kingdom 

Franee , 

Germany 

Belgium , 

Italy 

Switzerland 

Spain 

Portugal 

Austria-Hungary 

Netherlands 

Norway 

Sweden 

Denmark 

Russia  &  Finland 


68,903,000 

38,800,000 

38,300,000 

49,400.000 

6,200,000 

30,500,000 

2,900,000 

17,500,000 

4,700,000 

43,200,000 

4,700,000 

2,000.000 

4  800,000 

2,200,000 

124,000,000 


$626,600,000 

550,000,000 

825,000,000 

625.000,000 

55  000,000 

96,000,000 

15.000,000 

40,000,000 

38.900,000 

130.000.000 

27,600,000 

7,300,000 

6,500,000 

14,200,000 

455,000,000 


$625,300,000 

112,000,000 

492,200,000 

215,000,000 

54,900,000 

30,000,000 

15  000,000 

166,000,000 

24,800,000 

121,000,000 

.  56,500,000 

1,900,000 

4,800,000 

5,400,000 

48,000,000 


$475,700,000 
113,400,000 

88,000,000 

88,000,000 

51,200,000 
167,600,000 

16,600,000 
107,100,000 

55,500,000 
146,300,000 

35,900,000 
3,900,000 

16,500,000 

5,400,000 

530,000,000 


$9.09 
14.18 
21.54 
12.65 
8.87 
3.15 
5.17 
2.29 
8.27 
3.00 
5.87 
3.65 
1.35 
6.46 
3.67 


$9.08 
2.88 

12.85 
4.35 
8.85 
0.98 
5.17 
9.48 
5.28 
2.81 

12.02 
0.95 
1.00 
2.45 
0.38 


$6.90 
2.92 
2.31 
1.78 
8.26 
5.50 
5.72 
6.12 

11.81 
3.38 
7.64 
1.95 
3.44 
2.45 
<.27 


58. 


$105.57" 
139.98- 
71.70- 
43.78 
50.98- 
27.63 
46.06 
31.89- 
36.36 
28.19 
48.03 
21.55 
32.29 
69.36 
14.32 


*  This  tablo  is  made  up  from  data  given  in  the  Report  of  the  Director  of  the  Mint,  1894,  and  Mulhall's 
Dictionary  of  Statistics. 

If,  as  appears  from  this  table,  no  uniform  proportion  of  currency  to  population 
exists  as  to  countries,  does  any  exist  as  to  lesser  communities,  say  our  States, 
counties,  cities,  and  towns,  or  the  cities  or  provinces  of  the  European  countries  re- 
ferred to?  The  experience  and  the  common  sense  of  every  reader  may  be  appealed 
to  in  derision  of  the  notion  that  the  number  of  people  in  a  house,  a  town,  a  State, 
or  the  whole  country,  has  anything  to  do  with  the  total  volume  of  the  money  held' 
or  required  in  each  of  these  communities. 

The  disparity  shown  in  the  tables  simply  proves  that  everywhere  but  here  gov- 
ernments accept  the  doctrine  which  requires  them  to  refrain  from  meddling  in 
commercial  adjustments,  and  especially  to  refrain  from  any  attempt  to  increase  or 
diminish  the  volume  of  money  by  administrative  measures  or  by  legislative  enact- 
ment. 

Another  theory  is,  that  the  volume  of  currency  should  increase  with  increased? 
wealth.  This  is  indeed  the  true  doctrine  on  this  subject,  as  may  easily  be  substan- 
tiated without  going  abroad. 

The  facts  connected  with  currency  distribution  and  movements  over  great  areas 
and  among  large  populations  are  difficult  of  discovery  and  impossible  of  precise  as- 
certainment because  of  the  incessant  mobility  of  money  ;  while  on  the  other  hand, 
facts  as  to  the  normal  movement  of  coins  and  notes  in  any  particular  locality  are 
readily  obtainable.  These  facts  establish  the  principle  that  the  office  and  function 
of  money  is  to  pass  from  hand  to  hand,  and  a  corollary  deduced  therefrom  is  that, 
except  while  actually  so  passing,  coins  and  notes  are,  as  far  as  their  effect  goes,  not. 
money  at  all. 

Whatever  money,  therefore,  is  hoarded,  whatever  is  held  up  in  banks,  what- 
ever is  otherwise  out  of  circulation,  constitutes  reserve  of  material  available  for  cir- 
culation, but  it  is  not  a  part  of  the  active  circulation  ;  hence  the  tables  above 
referred  to  are  misleading,  because  in  interpreting  them  it  is  generally  assumed 
that  all  the  money  in  each  country  is  in  circulation,  whereas  it  is  never  all  in  circu- 
lation, and  no  one  knows  how  much  of  it  is  circulating  at  any  particular  time  of 
day  or  night. 

One  dollar  that  changes  hands  ten  times  a  day  does  the  duty  of  ten  dollars  used 
once  in  liquidating  debt,  effecting  exchanges,  and  measuring  values,  which  are  the 
only  uses  of  dollars  as  money;  but  the  dollars  resting  in  some  man's  pocket,  or 
till,  or  safe,  are  f unctionless. 

Now  any  theory  of  money  distribution  or  currency  supply  must  be  defective 
that  does  not  take  account  of  the  increased  effectiveness  of  money  by  reason  of 
repetition  of  employment,  and  also  of  the  proportion  between  active  circulation 
and  reserve  which  obtains  in  different  communities.  These  two  principles  are 
really  what  control  the  quantity  of  money  required  in  any  community,  at  any  given 
time,  and  because  these  vary  incessantiy  and  independently,  while  the  population 
is  nearly  constant  numerically,  it  is  impossible  for  the  per  capita  requirement 
theory  to  have  any  foundation  in  reason,  or  to  find  any  support  from  facts. 

Legislation,  therefore,  influenced  in  any  degree  by  efforts  to  apply  this  theory, 
is  misguided  and  likely  to  prove  injurious.  To  illustrate  this  view  of  the  subject,, 
money  may  be  compared  to  the  rolling  stock  of  a  railroad.     Money  is  an  instru- 
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merit  of  exchange  through  the  transportation  of  value ;  railroad  cars  are  instru- 
ments of  exchange  through  the  transportation  of  commodities. 

Now  what  railroad  manager  would  disregard  these  considerations  and  fix  the 
number  and  capacity  of  the  locomotives  and  cars  for  each  road  by  the  length  of  its 
track,  or  in  proportion  to  the  population  of  the  country  through  which  it  runs  ? 

Manifestly  the  best  thing  for  railroads  generally  is  that  each  company  should 
be  free  and  able  to  adjust  the  number  of  its  locomotives  and  cars  to  its  average 
needs,  to  hire  out  its  idle  stock  when  its  own  traffic  is  dull,  to  hire  from  its  neigh- 
bors in  times  of  activity. 

Now  within  fifty  years  our  railroads  have  marvellously  increased  in  number 
and  extension  ;  this'whole  system  of  car-interchanging  has  come  into  existence  and 
attained  proportions  but  little  appreciated  by  the  general  public,  and  although  pro- 
ducers and  consumers  of  every  sort  and  everywhere  are  vitally  dependent  upon  the 
uninterrupted  use  of  the  facilities  of  transportation  they  afford,  there  is  among  the 
people  absolute  confidence  that  the  managers  of  these  roads  can  and  will  provide 
cars  and  locomotives  enough  for  all  purposes.  No  one  has  dreamed  of  suggesting 
that  the  supply  of  these  should  be  proportioned  to  the  population ;  no  one  has  pro- 
posed that  the  government  should  build  locomotives  and  cars. 

If  such  measures  were  adopted  they  would  immediately  disturb  railroad  man- 
agement throughout  the  United  States ;  every  workshop  for  the  manufacture  cf 
locomotives  and  cars  would  curtail  its  operations,  stop  the  purchase  of  raw  material, 
of  castings,  fittings,  etc.;  the  purveyors  of  these  articles  would  find  their  business 
paralyzed,  and,  after  fifteen  years  of  government  effort  to  increase  the  supply  of 
rolling-stock,  there  would  be  fewer  locomotives  and  cars  in  the  country  than  if  the 
railroads  had  been  let  alone 

Is  this  not  a  striking  likeness  of  the  consequences  of  the  effort  made  by  the  gov- 
ernment to  increase  the  supply  of  money  in  the  country  by  first  coining  two  million 
dollars'  worth  of  silver  every  month  and  afterward  buying,  with  notes  issued  for 
the  purpose,  4,500,000  ounces  of  silver  monthly?  Are  not  the  banks  surrendering 
their  circulation ;  are  not  credits  curtailed  ;  have  not  gold  coins,  estimated  to 
amount  to  $600,000,000,  disappeared  entirely  from  ordinary  circulation ;  have  not 
greenbacks  become  rare  ? 

Since  communities,  however  populous  or  geographically  extended,  consist 
wholly  of  individuals,  and  since  all  individuals  are  governed,  in  respect  to  these 
matters,  by  the  same  impulses  and  considerations,  it  follows  that  the  supply  of 
currency  in  every  community  will  be  distributed  at  any  particular  moment  accord- 
ing, first,  to  the  relative  desire  of  different  individuals  to  use  particular  amounts, 
immediately  or  prospectively ;  and,  secondly,  according  to  the  relative  ability  of 
these  individuals  to  obtain  the  amounts  they  severally  desire. 

If  anything  causes  a  large  proportion  of  the  individuals  in  any  community  to 
simultaneously  accumulate  currency,  each  having  regard  only  to  his  own  require- 
ments, immediate  and  future,  the  aggregate  of  such  withdrawals  from  the  volume 
of  currency  will  reduce  that  portion  available  for  active  circulation  below  the  cur- 
rent needs  in  the  community,  and  produce  what  is  commonly  called  "a  scarcity  of 
money."  It  is  a  natural  law,  resulting  from  the  uniformity  of  human  action  under 
like  conditions,  that  a  general  opinion  that  such  a  scarcity  is  likely  to  arise  tends 
of  itself  to  produce  that  scarcity,  because  every  man  in  endeavoring  to  provide 
himself  with  money  enough  to  tide  over  the  apprehended  "  squeeze,"  holds  up  all 
the  money  he  can,  and  so  helps  to  precipitate  that  very  condition  against  which  he 
is  endeavoring  to  guard. 

Now  in  spite  of  whatever  efforts  governments  may  make,  no  commuity  ever 
retains  for  any  length  of  time  a  greater  volume  of  circulation  than  will  suffice  for 
its  ordinary  needs. 

There  is,  therefore,  always  a  tendency,  under  normal  conditions  of  business 
and  of  political  and  social  tranquillity,  toward  the  establishment  of  an  equilibrium 
between  the  average  volume  of  daily  cash  transactions  and  the  volume  of  the  cir- 
culation, including  in  this  term  the  checks,  drafts,  notes  and  credits  which  take 
the  place  of  "lawful"  money.  This  being  the  case,  when  an  occasion  arises,  as 
above  described,  impelling  a  general  resort  to  the  holding  up  of  money,  scarcity  is 
inevitable. 

It  is  evident,  therefore,  that  no  amount  of  money  emitted  by  the  Government 
can  avert  periods  of  scarcity,  and  there  are  those  who  think  that  the  somewhat 
regular  recurrence  of  such  periods  is  inevitable.  It  is,  however,  equally  evident 
that  the  greater  the  area  covered  by  any  single  monetary  system,  the  less  likelihood 
will  there  be  of  any  occurrence  producing  a  unanimous  and  simultaneous  move- 
ment toward  the  holding  up  of  money. 

At  the  same  time,  if  all  over  this  area,  through  the  agency  of  banks  and  the 
other  appliances  of  modern  finance,  a  free  movement  of  money  is  practicable, 
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from  one  individual  or  bank  or  town  or  city  or  country  to  another,  a  temporary  in- 
crease of  need  at  one  point  will  generally  be  coincident  with  and  be  supplied  from  a 
temporary  superfluity  at  another.  In  this  way  actual  scarcity  would  be  prevented 
to  a  great  extent,  and  the  effect  of  an  apprehension  of  scarcity  would  be  reduced 
to  the  minimum. 

It  follows  that  periods  of  stringency  are  less  likely  to  occur  in  proportion  as  the 
area  and  population  under  one  monetary  system  become  enlarged,  and  hence  it 
may  be  interred  that  if  the  whole  world  were  under  a  uniform  monetary  system, 
such  occurrences  would  be  reduced  to  the  minimum,  if  they  were  not  rendered 
impossible. 

The  great  majority  of  people  are  led  to  favor  the  per  capita  theory  of  money, 
not  because  they  believe  in  it  as  a  theory,  but  because  it  affords  ground  for  increased 
issues  of  money  by  the  Government,  and  they  think  that  such  increased  issues 
will  promote  prosperity  by  "  making  money  plentiful." 

Let  us  therefore  examine  this  latter  proposition. 

If  one  tries  to  think  out  the  details  of  any  conceivable  process  by  which  the 
mere  plentifulness  of  money  benefits  any  individual,  he  will  find  that  he  has  to 
suppose  certain  conditions  of  means,  opportunities,  abilities  and  purposes,  all  of 
which  must  be  combined  before  such  an  individual  can  appropriate  any  advantage 
to  himself  from  the  plentifulness  of  money,  and  then  upon  a  close  analysis  it  will 
be  found  that  the  advantage  arises  out  of  that  combination,  and  not  out  of  the 
plentifulness  of  money. 

The  fundamental  fallacy  of  this  whole  notion,  that  the  government  should 
make  money  plentiful,  lurks  probably  in  a  confusion  of  ideas  about  the  effect  of  an 
abundant  supply  of  money. 

The  dearness  or  cheapness  of  money  must  depend  primarily  upon  the  relation 
between  the  supply  of  loanable  funds  and  the  demand  for  the  use  of  such  funds. 
The  term  loanable  funds  is  by  no  means  restricted  to  actual  money.  Nearly  all 
loans  are  made  by  credits  entered  on  the  books  of  a  bank,  or  by  checks  or  drafts  or 
acceptances,  and  these  pass  into  the  general  clearings  of  the  community,  of  which 
only  the  resulting  balances  are  settled  in  money;  hence  the  mere  plentifulness  of 
money  is  only  remotely  connected  with  the  supply  of  loanable  funds.  The  state  of 
trade,  the  prosperity  of  the  community,  the  degree  of  confidence  in  the  immediate 
future,  and  the  general  state  of  credit,  immediately  and  directly,  influence  both 
lending  and  borrowing.  Whatever  tend*  to  depress  these,  tends  to  raise  the  price 
of  money  by  decreasing  the  supply  of  loans  and  increasing  the  demand  for  themj 
and,  vice  versa,  whatever  tends  to  improve  trade  and  augment  prosperity,  whatever 
increases  general  confidence  and  strengthens  credit,  tends  to  make  money  cheaper 
by  encouraging  lenders  and  rendering  borrowers  less  eager. 

Now  unnecessary,  unwise,  or  ill-considered  augmentations  in  the  volume  of 
the  currency  tend  to  produce  the  conditions  that  inevitably  make  money  scarce 
and  raise  the  rate  of  interest. 

1st.  They  tend  to  unsettle  values,  and  in  that  way  to  disturb  trade  adjust- 
ments, which  disturbance  in  turn  impairs  confidence  and  abridges  credit.  Conse- 
quently lenders  of  money  become  timid  and  borrowers  become  more  eager,  money 
is  held  out  of  circulation  and  people  say  it  is  scarce. 

2d.  A  government  that  assumes  to  itself  the  function  of  continually  increasing 
the  volume  of  money  never  reaches  a  point  at  which  it  can  stop,  because  each 
augmentation  tends  to  make  money  dearer,  and  since  the  object  is  to  make  money 
cheaper,  there  will  always  be  a  clamor  to  increase  the  scale  of  annual  augmenta- 
tions, A  government  so  situated  is  like  a  horse  going  down  hill  in  a  wagon  with- 
out brakes ;  he  must  ever  be  going  faster  and  faster,  and  yet  at  each  stride  he  aug- 
ments the  momentum  of  the  mass  that  is  pushing  him  to  destruction. 

Simply  making  money  plentiful  cannot  exercise  the  least  influence  to  increase 
the  demand  for  any  man's  labor  or  products.  A  tradesman  may  have  millionaires 
passing  his  shop  every  day  without  selling  them  anything,  while  he  drives  a  good 
trade  with  boot-blacks  and  others  whose  means  are  limited  and  precarious,  but  who 
desire  the  goods  he  deals  in,  while  the  millionaire  does  not  want  them.  If  the 
money  in  the  pockets  of  the  passer-by  brings  no  increase  of  trade  to  a  shop,  how 
can  such  increase  come  to  it  because  of  money  lying  in  bank  or  held  in  the  National 
Treasury  ? 

It  follows  from  this  that  it  is  no  part  of  the  duty  of  the  government,  in  provid- 
ing money  for  its  people,  to  attempt  to  create  supplies  of  money  to  any  amount, 
arbitrarily  or  hypothetically  determined  upon  in  advance.  The  laws  can  and 
should  be  so  framed  as  that  the  quantity  of  money  in  circulation  will  be  deter- 
mined, from  day  to  day,  by  the  demand  for  it.  It  is  the  demand  for  money,  the 
extent  of  the  need  for  its  use,  that  should  regulate  its  quantity. 

Since  money  performs  its  functions  as  a  medium  of  exchange  by  passing  from 
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hand  to  hand,  its  effectiveness  depends  upon  the  number  of  exchanges  effected  by 
the  same  nuney  in  a  given  time.  Rapidity  and  smoothness  of  circulation,  notgreat- 
ness  of  volume  give  effectiveness  to  a  currency.  To  attempt  to  stimulate  trade 
and  so  to  increase  general  prosperity  by  creating  a  volume  of  money  greater  than 
can  be  used  effectively,  is  not  only  futile  but  pernicious,  because  it  inflicts,  either 
upon  the  government  or  the  people,  the  expense  of  carrying  so  much  dead  capital. 


XVII.— Value. 

Value  is  an  abstract  term  expressing  a  relation — it  does  not  exist  in  things 
said  to  possess  it,  but  is  imputed  to  them  by  human  intelligence — it  is  not  a  quality 
of  objects,  but  only  an  attribute  with  which  they  become  invested.  Value  is  very 
different  from  utility,  though  utility  is  generally,  but  not  always,  the  basis  of  value. 
Utility  is  a  physical  relation,  whereas  value  is  an  abstract  relation.  Brute  animals 
have  a  perception  of  utility ;  they  have  no  conception  of  value.  Value  is  a  purely 
human  conception.  Value  may  be  primarily  and  generically  defined  as  the  relation 
between  human  desire  and  proximate  objects  of  human  pursuit.  Those  things  with 
which  nature  supplies  us  gratuitously  are  not  objects  of  pursuit,  and  therefore  they 
are  not  invested  with  value  ;  value  comes  wholly  from  unsatisfied  desire.  It  is  true 
this  desire  is  excited  by  our  knowledge  of  the  qualities  of  the  thing,  and  by  our 
opinion  that  those  qualities  render  the  thing  desirable ;  .but  this  knowledge  and 
this  opinion  are  in  our  minds,  they  are  not  in  the  thing.  Value  being  a  relation, 
it  must  vary  by  degrees,  not  by  quantities ;  and  degrees  of  value,  since  value  is 
the  correlative  of  desire,  must  vary  with  the  intensity  of  the  desires  to  which  they 
are  related.  But  since  value  attaches  only  to  that  which,  though  desired,  is  as 
yet  withheld  from  our  possession,  then  value  must  vary  also  with  the  resistance  to 
appropriation. 

We  may,  therefore,  measure  the  intensity  of  such  desires  by  money  or  else  by 
human  exertion,  say  by  hours  or  days  of  labor  or  of  pursuit.  Under  civilization, 
cost,  outside  of  civilization,  intensity  and  duration  of  exertion,  measure  the  obsta- 
cles to  appropriating  any  desired  object.  Value,  therefore,  is  measured  by  money 
or  by  human  exertion  during  certain  intervals  of  time. 

But,  it  will  be  said,  things  already  possessed  have  value.  This  is  true,  for  their 
possession  by  one  man  is  an  obstacle  to  their  appropriation  by  others  ;  but  it  is 
only  the  desire  of  others  to  appropriate  them  that  gives  then  value  when  in  the 
hands  of  their  possessor. 

As  an  attribute  only,  value  is  potential,  indefinite,  undetermined,  conditional, 
and  only  becomes  actual,  definite  and  determined  when  it  is  conditioned,  and  has 
assumed  the  aspect  of  a  relation  between  the  thing  desired  and  one  or  more  persons 
desiring  it. 

The  force  of  gravitation  produces  relations  somewhat  like  those  expressed  by 
the  term  "  value."  We  are  accustomed  to  speak  of  the  weight  of  bodies  as  we 
speak  of  the  value  of  commodities,  but  weight  is  not  a  quality  of  such  bodies  ;  it 
is  merely  an  attribute  expressive  of  a  relation  between  its  mass  and  the  earth's 
mass. 

Ordinarily,  value  varies  according  to  demand  and  supply,  as  the  phrase  goes, 
and  ordinarily  demand  is  assumed  to  be  as  constant  as  the  earth's  mass  is, 
while  supply,  being  visibly  variable,  is  represented  by  the  mass  and  density  of  the 
lesser  body. 

While  all  matter  is  subject  to  the  force  of  gravity,  and  under  ordinary  condi- 
tions that  is  a  constant  force,  certain  substances  are  subject  to  other  forces  which, 
because  they  tend  to  modify  the  influence  of  gravity,  are  habitually  measured  by 
the  degrees  in  which  they  effect  such  modification.  Motion  is  one  of  these  forces  ; 
magnetism  is  another. 

As  weight  is  the  relation  between  the  earth's  mass  and  any  body  suspended 
ponderably  within  the  scope  of  the  earth's  attraction,  so  value,  in  a  general  sense, 
is  the  relation  between  the  world's  demand  and  any  commodity  suspended  com- 
mercially within  the  scope  of  the  world's  attainment.  Again,  as  motion  is  a  rela- 
tion between,  on  the  one  hand,  the  body  moving  and,  on  the  other  h  nd,  definite 
points  in  time  and  space,  so  "  value  in  exchange  "  (money  or  its  equivalents)  is  the 
relation  between  the  commodities  serving  as  money,  on  the  one  hand,  and  definite 
standards  or  fixed  points  of  value,  on  the  other.  Finally,  as  magnetism  is  a  sim- 
ple relation  of  elective  affinity,  so  the  intrinsic  value  of  precious  stones  and  objects 
of  art  seems  to  express  that  intensity  of  desire  which  distinguishes  the  pursuit  of 
gratifications  from  the  pursuit  of  objects  of  mere  utility. 

In  the  light  of  this  conception,  it  may  clarify  our  views  of  money  to  regard  it 
as  a  value  in  action.    It  does  exhibit  some  of  the  characteristics  of  force.    It  is  a 
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debt-paying-  force  under  statute  law;  a  labor-compelling  force,  and  a  purchasing 
force  under  industrial  laws.  Now,  forces  to  be  utilized  must  be  measured,  and 
their  measurement  is  expressed  in  degrees  of  force,  while  the  mode  or  scale  of 
measurement  depends  upon  a  fixed  standard,  in  like  manner,  money,  to  be  useful, 
even  as  a  debt-paying  force,  must  be  permanently  related  to  some  fixed  standard 
of  value. 

Commerce  deals  in  commodities;  finance  deals  in  values.  Commodities  are 
things  classified  according  to  their  substance,  their  utility  and  their  distribution  ; 
values  are  things  classified  according  to  their  value,  without  regard  to  substance, 
utility,  or  distribution. 

Regarded  as  a  whole,  commerce  is  really  reducible  to  a  complicated  system  of 
barter,  of  which  finance  is  employed  in  keeping  an  account.  The  commodities  ex- 
changed in  bulk  by  commerce  are  here  measured  by  value,  regardless  of  tlieir  sub- 
stance. Every  invoice  is  represented  by  a  bill  of  lading  describing  its  substance 
(commercial  force)  and  a  bill  of  exchange  specifying  its  value  (financial  force). 
Bankers  deal  in  these,  and  when  balances  arise  between  individuals,  cities,  sections, 
or  countries,  bankers  (who  are  merchants  of  money)  transfer  the  "  boot"  that 
"evens  the  trade."  Banks  perform  this  office  for  individual  traders,  cities,  and 
sections  ;  clearing  houses  perform  it  for  banks  ;  the  body  of  foreign  bankers  per- 
form it  for  the  foreign  commerce  of  the  country  considered  as  a  whole. 

This  being  the  case,  it  follows  that  the  principles  of  barter,  of  simple  trade, 
must  apply  to  all  commercial  and  financial  operations  ;  that  the  ciphers  which  in 
notation  distinguish  1,000,000  from  1,  merely  change  the  degree  of  whatever  force 
the  integer  possesses — 1,000,000  dollars  is  simply  one  dollar  raised  to  the  millionth 
power,  as  a  million  bushels  of  wheat  means  one  bushel  repeated  a  million  times. 
The  commerce  of  the  country,  though  expressed  in  hundreds  of  millions  of  dollars, 
is  made  up  wholly  of  transactions  conducted  by  individuals  ;  all  of  these  are  reduci- 
ble, as  we  have  seen,  to  a  common  denominator,  value  ;  hence  in  the  aggregate 
they  are  subject  to  the  laws  and  influences  that  apply  to  each  separate  transaction, 
and  to  none  others. 

XVIII. — The  Standard  op  Value. 

Ephron  the  Hittite,  dwelling  among  the  children  of  Heth,  owned  a  field  which 
Abraham,  who  had  come  to  Hebron  to  bury  Sarah,  his  wife,  desired  to  buy  for  a 
sepulchre.  Ephron  pressed  it  upon  him  as  a  gift ;  Abraham  insisted  upon  paying 
" the  full  money  it  is  worth."  Whereupon  Ephron  said,  "The  land  is  worth  400 
shekels  of  silver." 

We  feel  as  much  confidence  as  Ephron  expressed  as  to  the  money  our  property 
is  worth  ;  yet  statesmen,  financiers,  and  economists  have  been  for  a  hundred  years 
debating  what  is  the  standard  of  value,  and  are  to-day  undecided  whether  the  labor 
that  produces  values  is  also  the  basis  of  their  measurement,  or  whether  values  and 
labor,  too,  are  measured  by  gold  and  silver.  In  recent  years  another  question  has 
arisen,  viz. ,  whether  gold  alone  should  or  should  not  be  made  by  law  the  sole 
standard  of  value. 

The  existence  of  trade  creates  the  need  of  a  standard  of  value,  and  since  trade 
at  the  present  day  is  world-wide,  there  is  now  a  necessity,  not  existing  even  a  hun- 
dred years  ago,  for  a  world-wide  standard  of  value.  Millions  of  us  buy  and  sell 
things  by  yards  and  pounds,  bushels  and  gallons,  and  are  content  with  the  imple- 
ments kept  in  the  shop  or  those  sold  to  us  for  use  at  home.  We  assume  that  they 
are  correct,  and  make  them  the  standards  for  all  our  measurements — without  re- 
calling, even  if  we  know,  that  the  laws  require  implements  of  measurement  to 
conform  to  certain  standards  carefully  and  accurately  constructed,  which  are  kept 
under  lock  and  key  at  the  National  Museum  at  Washington. 

So  it  is  with  our  value-scales ;  we  use  dollars,  etc.,  as  measures  of  value,  with- 
out reflecting  that  their  usefulness  for  this  purpose  depends  wholly  upon  their  cor- 
respondence with  the  standard  of  value  fixed  by  law,  just  as  the  usefulness  of  foot- 
rules,  quart  measures,  and  pound  weights  depends  upon  their  conformity  with  the 
legal  standards  of  dimension  and  weight. 

We  have  seen  how  in  each  country  the  monetary  unit  serves  as  a  standard  by 
which  local  money  is  maintained  at  uniform  value,  so  that  any  of  it  may  serve  as 
a  measure  of  value  in  the  daily  traffic  of  the  people ;  and  the  same  principle  re- 
quires that  all  nations  that  trade  together  must  have  a  standard  of  value  common 
to  all. 

.It  has  been  established  in  Chapter  XV.  of  this  treatise,  that  whatever  settles 
balances  at  any  focus  of  exchanges  is  alone  competent  to  serve  all  the  purposes  of 
money  throughout  the  area  traversed  by  the  transactions  settled  at  that  focus; 
hence,  so  far  as  the  purely  commercial  aspect  of  the  question  is  concerned,  it 
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would  appear  that  all  countries  able  to  do  so  should  make  their  monetary  unit  of 
gold,  because  gold  alone  settles  balances  in  London,  which,  being  at  the  focus  of 
the  world's  exchanges,  is  the  world's  clearing-house.  It  is  idle  for  us  in  the  United 
States,  or  for  any  other  nation,  or  set  of  nations  to  rebel  against  this  requirement 
of  commerce,  because  resistance  is  futile. 

No  particular  nation  or  people  can  separate  itself  from  others  in  respect  to  the 
medium  for  settling  international  balances,  except  under  the  penalty  of  commercial 
inferiority,  if  not  isolation ;  for  the  condition  of  commercial  fellowship  among 
civilized  nations  is  that  each  shall  conform  to  the  general  practice  of  all.  This 
principle  asserts  itself  whenever  communities,  nations,  races  or  still  greater  aggre- 
gations of  men  are  animated  by  a  common  purpose  or  seek  an  end  desired  by  all. 

In  our  age,  finance  rules  the  world,  and  London  is  its  throne  ;  finance  holds 
supreme  sway  over  values  ;  hence  its  empire  includes  every  man,  woman  and 
child  on  the  face  of  the  earth  who  is  engaged  in  industry,  or  who  is  remotely  de- 
pendent upon  those  so  engaged,  because  industry  must  be  ever  producing  values, 
and  it  is  ever  dependent  upon  finance  for  effecting  the  exchanges  by  which  alone 
its  products  are  distributed  and  its  productive  forces  nourished.  Lombard  street  is 
the  focus  of  those  exchanges,  and  whatever  measures  values  in  Lombard  street 
must  necessarily  determine  and  control  values  wherever  industry  plies  the  plough 
the  pick,  the  hammer,  the  shuttle,  or  the  yardstick. 

Whether  we  consent  or  not,  therefore,  whether  we  approve  or  not,  as  long  a0 
the  world  has  Lombard  street  for  its  clearing-house,  just  so  long  must  we  conform 
to  the  standard  of  value  there. 

The  fact  that  London  is  to-day  measuring  values  in  gold,  although  values  were 
once  measured  there  in  silver,  suggests  an  inquiry  as  to  whether  formerly  silver 
and  now  gold  are  ultimate  standards,  or  whether  these  are  merely  implements  of 
value-measurement  based  upon  and  conformed  to  some  higher,  broader,  and  more 
permanent  standard,  as  the  French  standards  or  units  of  physical  measurement  are 
based  upon  geometrical  data. 

This  opens  up  the  question  as  to  what  is  the  true  scientific  standard  of 
value. 

No  object  will  serve  that  purpose  unless  it  fulfils  the  oecumenical  conditions, 
Semper,  ubique,  ab  omnibus  ;  that  is,  it  must  ''always,  everywhere,  and  by  all 
men"  have  been  regarded  as  of  prime  value.  Evidently,  if  such  values  exist,  it  is 
among  them  that  we  will  find  the  standard  we  want. 

Quite  a  system  of  political  economy  has  been  constructed  upon  the  dictum  that 
human  labor  is  the  ultimate  standard  by  which  all  values  are  determined.  This  is 
an  attractive  notion  ;  but  it  is  not  true  and  it  would  be  unfortunate  if  it  were  true, 
because  human  labor  itself  is  by  no  means  a  constant  force,  for  it  is  affected  by  pre- 
cisely those  qualities,  physical,  intellectual,  and  moral,  which  distinguish  individuals 
from  each  other. 

There  is  no  kind  or  amount  of  human  labor  that  will  produce,  in  the  same 
time  and  under  like  conditions,  at  Calcutta  what  the  same  kind  and  amount  pro- 
duces in  New  York,  whether  measured  in  wages  or  in  any  other  way.  How,  then, 
could  any  given  modicum  of  labor  be  used  in  either  of  these  places  "to  measure  the 
value  there  of  the  products  of  the  same  modicum  of  labor  performed  at  the  other 
place? 

Again,  almost  every  man  can  earn  more  and  do  better  for  himself  in  one 
place,  or  in  one  employment,  than  in  any  other.  This  truth  is  the  foundation  of 
Adam  Smith's  practical  exposition  of  what  he  termed  the  division  of  labor ;  it  is  the 
keystone  to  the  philosophical  doctrine  of  free  trade,  but  it  utterly  excludes  from 
possibility  of  verity  the  theory  that  human  labor  is  the  ultimate  standard  of  value. 
Since  neither  human  life  nor  human  labor  can  be  used  as  a  standard  of  value, 
we  must  look  for  that  standard  among  the  various  forms  of  property,  and  especially 
among  the  substances  to  which  mankind  has  everywhere  and  always  attributed  the 
highest  value  as  objects  both  of  possession  and  of  pursuit. 

Again,  since  values  differ  among  themselves  by  degrees,  since  they  rise  and 
fall  by  gradation,  a  standard  of  value  must  be  capable  of  systematic  and  accurate 
subdivision,  without  loss  of  value.  Such  adaptability  to  subdivision  must  apply 
not  only  to  the  mass,  but  also  to  those  qualities  of  the  substance  in  which  its  value 
inheres,  so  that,  of  any  two  equal  quantities  of  the  substance  selected  as  a  standard 
of  value,  either  will  be  worth  as  much  as  the  other,  and  any  fraction  of  one  of 
these  quantities  will  be  equal  in  value  to  a  like  fraction  of  the  other.  This  property 
of  continuous  divisibility,  without  loss  of  characteristics  or  value  is  the  distinguish- 
ing quality  of  all  metals  which  are  capable  of  being  brought  into  a  state  of  uniform 
purity. 

We  have  already  seen  that  many  different  substances  have  been  used  as 
money,  and  that  all  have  been  forsaken  for  metals,   as  communities  advanced  in 
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industrial  development.  Even  under  present  conditions,  it  is  conceivable  that  the 
world  might  get  on  with  a  standard  of  value  based  on  one  of  the  grosser  metals, 
such  as  iron,  tin,  or  copper,  because  those  metals  possess  value  and  also  the  prop- 
erty of  accurate  subdivision ;  but  since  the  number  of  metals  affords  a  choice 
among  them,  that  choice  has  fallen  finally  upon  silver  and  gold.  It  m  obvious  that, 
in  fixing  upon  silver  and  gold  to  be  standards  of  value,  modern  nations  have 
simply  followed  a  natural  law,  because  these  metals  have  always  been,  and  are 
Everywhere,  regarded  by  all  men  with  the  highest  degree  of  estimation,  i.  e.,  they^ 
have  been  more  constantly  and  more  universally  than  all  other  metals,  objects  of 
that  relation  which  is  designated  by  the  term  value,  and  hence  are  the  best  fitted  to 
be  exponents  of  value. 

Without  reference,  therefore,  to  the  questions  raised  by  the  bi-metallists,  let  us 
proceed  to  inquire  how  it  has  come  about  that  the  world  is  now  gravitating  toward 
the  single  gold  standard.  We  have  already  seen  that  universal  industry  produces 
universal  commerce  ;  universal  commerce  requires  a  world's  clearing-house  ;  Lon- 
don is  the  clearing-house  ;  in  London  gold  is  the  money  of  ultimate  settlement, 
and  all  the  advanced  countries  of  the  world  seem  to  be  under  compulsion  to  adopt 
the  same  usage.    Now,  why  does  London  insist  on  gold  ? 

XIX.— The  Gold  Standard. 

The  gold  standard  has  not  been  established  by  measures  designed  to  bring 
about  that  result,  but  it  has  come  into  use  under  the  influence  of  commercial  forces, 
which  in  their  origin,  nature,  and  effect  were  altogether  independent  of  any  rea- 
soning or  theorizing  as  to  the  material  of  money  or  the  measurement  of  values. 

The  adoption  of  gold  as  the  sole  standard  of  value,  wherever  these  changes 
have  occurred,  is  just  as  natural,  as  inevitable,  and  as  final  an  outcome  of  such 
changes  as  are  the  substitution  of  steam-power  for  horses  in  land  transportation 
and  for  sails  in  navigation  ;  the  substitution  of  gas  and  electricity  for  whale-oil  and 
candles  in  illumination  ;  and  the  substitution  of  iron  and  steel  for  wood  in  ship- 
building. None  of  these  substitutions  occurred  suddenly.  They  were  at  first  pro- 
posed by  theorists,  and  were  long  contended  for  in  argument ;  but  in  all  cases  they 
worked  their  own  way  slowly,  by  experiment  at  obscure  initial  points,  widely  apart, 
and  are  established  now  only  because  they  are  the  best  things  of  their  several  kinds 
that  the  world  has  had  any  knowledge  of,  and  they  are  destined,  no  doubt,  in  their 
turn  to  be  supplanted  by  other  things  now  unknown  and  undreamed  of. 

The  communities  that  earliest  adopted  these  improvements  have  longest 
enjoyed  their  benefits,  and  have  thereby  become  recognized  as  among  the  advanced 
communities  of  the  world.  Those  that  have  not  yet  adopted  them  are  laggards  in 
civilization. 

.  To  understand  how  the  adoption  of  the  single  gold  standard  is  related  to  all 
these  other  substitutions  of  the  new  and  better  for  the  old  and  worse,  will  be  found 
easy  enough  if  one  bears  in  mind  the  principles  which  have  been  set  out  and 
illustrated  in  the  preceding  chapters  of  this  treatise.  1.  The  principle  that  pro- 
gress in  respect  to  the  material  of  money  has  always  been,  and  must  always  be, 
from  less  valuable  to  more  valuable  substances.  (Chap.  IV.)  2.  The  principle 
that  confidence  is  a  sine  qua  non  of  the  monetary  efficiency  of  any  circulating 
medium.  (Chap.  VI.)  3.  The  principle  that  definiteness  and  stability  of  value  are 
indispensable  qualities  of  money.  (Chap.  VIII.)  4.  The  principle  that  only  money, 
good  everywhere  within  a  given  area  of  industry  or  trade,  is  available  in  the 
settlements  of  balances  at  the  point  upon  which  the  exchanges  of  that  area  are 
centred.  (Chap.  XV.)  5.  The  principle  that  there  can  be  but  one  standard  of  value 
in  any  such  area.     (Chap.  XVIII.) 

While  it  is  evident  that  "  the  nature  of  things"  is  responsible  for  the  use  of 
gold  as  the  sole  medium  of  settlement  in  London,  it  may  be  interesting  to  follow 
the  process  by  which  the  transition  from  silver  to  gold  has  been  effected. 

The  changes  mentioned  above  as  having  been  wrought  during  the  present  cen- 
tury, have  reduced  all  values  except  the  value  of  human  endeavor,  but  this  last  has 
never  before  been  so  well  compensated  as  it  is  now.  And  since,  simultaneously,  all 
other  things  have  been  cheapened,  the  earnings  of  men  bring  them  in  vastly  more 
in  all  articles  of  need,  of  comfort,  and  of  luxury  than  could  have  been  acquired  by 
the  same  effort  at  any  previous  time. 

In  early  days  obstructions  tp  transportation  were  so  great  that  values  in  any 
one  place  maintained  a  degree  of  stability  impossible  under  present  conditions.; 
Areas  of  reciprocal  trade  were  circumscribed  and  the  barriers  of  nature  were  so 
effective  that  commerce  could  break  through  them  at  only  a  few  points  and  by 
methods  both  tedious  and  costly.  Robbers  infested  the  overland  routes,  pirates 
roamed  the  seas ;  hence  overland  transportation  was  dependent  upon  caravans 
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under  military  escort,  and  marine  commerce  was  hazardous  beyond  modern  com- 
prehension. 

The  result  of  this  general  condition  was  that  the  industrial  world  was  made  up 
of  numerous  distinct  communities,  with  but  little  local  trade  in  any,  and  very 
meagre  intercourse  with  each  other.  Under  such  conditions  the  stocK  of  money  in 
•each  of  these  communities  was  of  small  value  and  consisted  of  numerous  pieces  of 
minute  denomination.  Silver  was  the  only  precious  metal  cheap  enough  to  serve 
as  a  multiple  of  these  minute  monetary  values,  and  the  obstacles  to  transporta- 
tion kept  each  community's  stock  of  silver  nearly  constant  in  quantity,  and  con- 
sequently nearly  stable  in  value.  If  there  had  been  any  use  for  gold  as  money  in 
such  communities  the  stock  would  have  been  more  variable,  because  value  is  more 
portable  in  gold  than  in  silver,  and  consequently  its  value  as  a  basis  would  have 
been  less  stable. 

The  present  condition  is  the  opposite  of  that  then  existing,  for  now  industry  is 
co-extensive  with  civilization,  and  commerce  is  almost  universal,  so  that  there  is 
hardly  anywhere  a  community  without  trade,  or  beyond  the  influence  of  the  world's 
commerce.  This  condition  of  industry  and  trade  necessitates  incessant  settlement 
of  balances  between  trade  centres,  and  these  balances  are  very  large  in  amount — 
■so  that  gold  now  derives  its  equability  of  value  from  its  superior  portability  because 
transportation  facilities  are  so  universal  and  so  cheap  that  the.slightesi  elevation 
of  value  at  one  point  sets  in  motion  currents  of  supply  from  many  other  points, 
•and  the  effect  is  the  preservation  of  the  world's  stock  of  gold  at  very  nearly  the 
same  value  everywhere. 

The  natural  laws  that  control  the  currents  of  the  air,  and  the  formation  and 
condensation  of  clouds,  are  not  more  constant  than  are  the  natural  laws  that 
control  the  currents  of  commerce,  and  the  distribution  of  capital.*  It  is  natural 
law  alone  that  has  gradually  made  gold  the  prime  standard  of  value.  Thus  it  came 
about  that  Great  Britain  was  the  first  nation  to  adopt  the  single  gold  standard 
(1816),  while  for  along  time  afterward  other  nations  did  very  well  without  it.  The 
principal  countries  of  Continental  Europe  were  commercially  isolated  by  the  pro- 
tective system,  and  their  bi-metallic  currencies  supplied  not  only  the  needs  of  do- 
mestic circulation,  but  gold  for  trade  with  gold  countries,  and  silver  for  trade  with 
the  South  and  East. 

Before  the  advent  of  ocean  steamers  the  United  States  were  geographically 
isolated ;  hence  here,  too,  there  was  for  a  time  a  bi-metallic  circulation ;  for  we 
used  gold  to  settle  Canadian  and  European  balances  and  silver  to  settle  balances 
arising  in  the  trade  with  Central  and  South  America  and  the  West  Indies.  The 
debasing  of  the  gold  standard  in  1834  drove  our  silver  coins  abroad,  and  from  that 
time  we  were  practically  on  a  gold  basis  until  1860 ;  but  to-day  commerce  has 
brought  all  nations  into  one  monetary  community,  and  forces  upon  all,  in  "the 
nature  of  things,"  the  use  of  one  and  the  same  standard  of  value.  Silver  now 
suffices  as  a  standard  of  value  in  Mexico,  Central  and  South  America,  and  Asia,  be- 
cause these  countries  are  still  in  a  comparatively  primitive  state  of  industrial 
development. 

At  the  beginning  of  the  nineteenth  century  Great  Britain  was  by  far  the  fore- 
most commercial  nation  of  the  world,  and  there  industry  was  more  active  and  di- 
versified, labor  was  better  compensated  and  consumption  more  extended  than  any- 
where else ;  hence  it  is  in  accordance  with  the  principles  stated  above  that  Great 
Britain  should  have  early  adopted  the  single  gold  standard. 

Next  to  Great  Britain  the  United  States  became,  early  in  the  century,  the 
country  of  greatest  and  most  diversified  industrial  and.  commercial  activity,  and 
consequently,  in  1834,  this  country  adopted  in  fact,  though  Congress  did  not  estab- 
lish by  law,  the  single  gold  standard. 

Up  to  1834,  gold  coins  could  not  circulate  in  the  United  States,  and  the  country 
was  practically  on  the  silver  basis.  After  1834,  silver  dollars  could  no  longer  cir- 
culate, and  the  country  had  only  the  gold  standard  up  to  the  suspension  of  specie 
payment  at  the  outbreak  of  the  Civil  War — a  period  of  nearly  twenty-eight  years 
— during  which  the  United  States  gained  more  in  industrial  development,  com- 
mercial extension,  population,  and  a  generally  diffused  prosperity  of  the  people, 
than  in  all  their  previous  existence. 

The  same  inevitable  law  that  imposed  the  gold  standard  on  Great  Britain  in 
1816,  that  maintained  it  in  this  country  from  1834  to  1862,  and  that  impelled  Bis- 
marck to  try  to  establish  it  the  moment  Germany  became  an  Empire,  would  have 
been  at  work  among  us  driving  us  by  the  scourges  of  industrial  depression  and  dis- 
order toward  our  proper  destiny  as  the  controlling  gold  standard  country  of  the 
world.     We  know  what  the  country  has  gamed  under  the  gold  standard  since  1879. 

*  The  efforts  now  being  made  to  preserve  the  monetary  use  of  silver  in  international  trade  are  on  a 
^evel  with  the  pranks  of  Dyrenforth,  and  are  destined  to  a  like  failure. 
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No  one  can  compute  what  we  might  have  lost  if  we  had  been  during  the  same  period 
on  the  monetary  plane  of  India,  Mexico,  and  China,  with  all  industrial  Europe 
raised  to  the  higher  level  of  the  gold  standard,  and  kept  there  by  the  weight  of  our 
silver  circulation  bearing  down  the  other  end  of  the  lever. 

Gold  mono-metallism  is  the  unavoidable  destiny  of  this  country  ;  the  sooner 
we  recognize  this  and  fix  it  in  our  laws,  the  sooner  will  we  reap  the  fruits  ;  the 
longer  we  defer  the  recognition,  the  more  we  impede  and  postpone  its  establishment 
by  law — the  longer  will  our  industries  be  hampered  and  all  our  business  deranged 
by  financial  unrest  and  commercial  apprehension.  Should  we  unfortunately  let  go 
the  single  gold  standard,  there  will  be  nothing  to  take  hold  of  but  silver  mono- 
metallism ;  for  bi-metallism  for  us  is  a  snare  and  a  delusion. 
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"  FOR  INSTANCE  : " 

is  gold  appreciating  in  value  ? 

That  is  hard  to  say.  Compared  with  labor,  it  is  steadily  depreciating.  In  each  five 
year  period  of  the  last  fifty  years,  a  given  amount  of  labor  commanded  higher  wages  in  gold 
than  in  any  similar  period  before. 

But  suppose  gold  has  appreciated. 

Then  it  is  so  much  the  better  for  the  wage-earner.  Wholesale  prices  of  goods  change 
daily,  retail  prices  every  week  or  two,  but  wages  only  once  or  twice  a  year,  or  even 
less  frequently.  This  means  that  the  wage-earner,  paid  on  a  gold  basis,  can  get  more  and 
more  goods  for  the  wages  he  receives. 

What  would  be  the  effect  upon  the  American  farmer  of  expressing  his  prices  in  silver  t 
If  he  got  the  same  price  in  silver  that  he  now  gets  in  gold,  he  would  receive  only  half  the 
purchasing  power  he  now  gets.  If  prices  doubled  he  would  get  just  the  same  that  he  now 
gets;  in  one  case  he  would  lose  and  in  the  other  he  would  make  nothing. 

Why  are  the  silver  dollars  called  the  "  Dollars  of  the  Fathers?" 

Because  the  Fathers  made  very  few  of  them,  called  silver's  expulsion  of  gold  "an  un- 
happy experience,"  and  changed  the  law  so  tliatgold  drove  out  silver. 
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MONEY  AND    ITS  MATERIALS. 

What  is  money  ? 

Anything  that  circulates  freely  and  customarily  between  man  and  man  in  exchange 
for  services  and  merchandise. 

What  two  main  classes  of  money  are  there  ? 

Merchandise  and  promises  to  pay  merchandise. 

Give  examples  of  each. 

Skins,  shells,  metals,  etc.,  are  merchandise  and  serve  the  purpose  of  money  just  in 
proportion  as  they  are  desired  for  use  or  ornament  by  any  community  of  men.  Pieces 
of  paper  and  like  substance  serve  as  money  when  they  convey  to  the  bearer  the  right  to 
a  certain  quantity  of  specified  merchandise. 

Why  have  gold  and  silver,  more  than  other  things,  come  to  be  used  as  money  ? 

Because  they  are  desired  by  all  men,  everywhere  and  at  all  times. 
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Where  wages  and  prices  are  very  low,  and  transactions  rare  and  petty,  gold  coins 
would  be  too  small  or  too  valuable  for  convenient  use.  Where  wages  and  prices  are 
high,  and  exchanges  frequent  and  large  in  amount,  silver  coins  would  be  too  heavy,  or 
too  many  of  them  would  be  needed  for  convenient  use. 

What  do  the  money  metals  indicate,  then,  as  to  a  country's  condition  ? 

The  brass  "  cash  "  of  China  indicate  that  the  people  are  in  a  state  of  extreme  degra- 
dation; the  silver  dollar  of  Mexico  indicates  a  higher  condition  of  the  people  ;  the  gold 
coin  and  its  paper  representatives  of  the  United  States  and  the  greater  part  of  Europe 
indicate  the  highest  industrial  condition. 

Whence  comes  the  idea  that  while  gold  may  do  for  the  rich,  silver  money  is  more 
suitable  for  poor  people  ? 

From  a  confusion  of  quantity  with  value.  Of  food  a  man  needs  quantity  and  the 
cheaper  it  is  the  more  easily  he  can  procure  it.  Of  money  he  needs  value,  and  it  is  no 
easier  to  earn  a  dollar's  worth  of  silver  than  a  dollar's  worth  of  gold. 

France,  at  the  head  of  the  Latin  Monetary  Union,  of  course  uses  little  or  no  goli  ? 

On  the  contrary,  she  has  a  larger  stock  of  gold  than  any  other  country  of  Europe  or 
America  ;  she  has  $275,000,000  more  than  England  has. 

And  India — gold  not  being  a  legal  tender,  or  used  commonly  as  money — of  course 
the  people  there  care  nothing  for  gold  ? 

Far  from  that  ;  a  commission  4in  1866  reported  that  the  desire  for  the  coinage  of 
gold  was  universal  in  India.  The  net  imports  of  gold  into  India  since  the  metal  was. 
demonetized  in  1835  have  been  $750,000,000,  and  it  is  estimated  that  there  was  in  the 
country  $600,000,000  of  gold  when  it  ceased,  under  British  jurisdiction,  to  be  coined. 

But  if  all  the  nations  want  gold  will  there  be  enough  to  go  around  ? 

We  can  have  the  best,  and  it  would  be  an  extraordinary  spectacle  of  self-abnegation 
for  the  United  States  to  take  silver  in  order  that  there  might  be  gold  enough  for  other 
nations . 

Is  not  the  gold  giving  out  ? 

There  was  produced  in  the  world  from  the  discovery  of  America  to  1850  152,779,050 
fine  ounces  of  gold,  and  from  1851  to  the  end  of  1894  there  was  produced  (the  figures 
for  1894  being  partly  estimated)  261,669,379  fine  ounces.  In  the  first  five  years  of 
California  and  Australia  production  the  world's  production  was  32,051,621  fine  ounces, 
and  in  the  past  five  years  it  was  34,894,537  fine  ounces.  During  the  past  ten  years  there 
has  been  an  increase  in  the  output  of  every  important  gold  yielding  country. 

Is  not  the  total  stock  of  gold  very  small  ? 

If  it  were  needed  in  large  quantities  it  would  be  insufficient.  But  last  year's  product 
beaten  in  to  a  leaf  would  cover  55  square  miles,  or  drawn  into  thread  would  reach  the 
sun  four  times. 

But  does  not  the  expansion  of  commerce  make  greatly  increased  demands  for  gold, 
money  ? 

There  is  computed  by  the  Mint  Bureau  to  be  in  the  world  $3,965,900,000  of  gold 
money.  The  largest  net  movement  of  gold  to  or  from  any  country  in  any  one  of  the 
last  30  years  was  $97,466,127  net  imports  of  the  United  States  in  1881.  This  is  less 
than  two  and  a  half  per  cent,  of  the  present  stock  of  gold  money,  excluding  the  con- 
siderable gold  hoards  of  China  and  the  enormous  gold  hoards  of  India. 

Does  not  the  demand  for  gold  in  the  arts  make  it  too  valuable  for  money  ? 

No ;  its  only  competitor,  silver,  is  being  disused  because  it  has  not  value  enough. 
If  you  could  deprive  iron  of  its  specific  gravity  you  could  not  make  weights  from  it. 

Is  not  the  use  of  the  gold  standard  by  England  a  reason  why  we  should  use  some- 
thing else  ? 

Not  unless  the  use  of  other  modern  improvements  by  England  is  a  reason  why  we 
should  refuse  them,  and  stick  to  stage  coaches  instead  of  building  railways. 

Is  not  England  trying  to  get  the  rest  of  the  world  to  use  gold  ? 
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No  ;  Englishmen  lend  or  invest  pounds  sterling,  and  they  get  their  returns  in  pounds 
sterling,  and  it  i3  a  thing  of  small  importance  to  them  how  many  dollars  or  rupees  or 
taels  make  a  pound. 

FIAT  MONEY  AND  LEGAL  TENDER. 

Are  paper  representatives  of  merchandise  just  as  good  for  monetary  use  as  merchan- 
dise itself  ? 

They  are  better,  because  lighter  and  more  convenient,  if  every  person  is  sure  that 
the  promise  on  them  will  be  kept  in  full  and  at  all  times. 

Besides  merchandise  and  promises  to  pay  merchandise  is  there  any  other  kind  of  money? 

Yes,  "  fiat "  money,  which  is  a  piece  of  paper  or  other  thing  of  insignificant  value 
on  which  is  stamped  a  statement  that  it  is  so  much  money. 

Where  does  it  get  its  name  ? 

From  the  fact  that  "  fiat "  means  "  let  there  be,"  and  is  the  expression  attributed  to 
the  Creator  when  He  made  the  universe  out  of  nothing, 

Can  any  human  being  or  government  create  anything  ? 

It  cannot. 

Why  is  not  "  fiat "  money  successful  ? 

Because,  as  President  Lincoln  said,  you  can  fool  some  people  all  the  time  and  all  the 
people  some  of  the  time,  but  you  can't  fool  all  the  people  all  the  time. 

But  why  shouldn't  it  succeed  ? 

Because  men  will  not  give  their  labor  or  goods  for  nothing. 

Couldn't  people  be  brought  to  use  "  fiat  "  money  ? 

Reason  and  common  sense  are  against  it,  and  experience  proves  that  they  won't. 
Besides,  if  you  were  asked  to  fix  your  wages  or  prices  in  "  rallods"  how  many  would 
you  charge  ? 

I  don't  know  how  much  a  "  rallod  "  is. 

Well,  you  know  as  much  about  the  value  of  a  "  rallod  "  as  you  would  about  the 
value  of  a  dollar  if  it  were  not  a  specific  quantity  of  something. 

Can  Congress  determine  how  many  yards  of  cloth  or  bushels  of  grain,  an  ounce  of 
gold,  or  of  silver,  shall  equal  in  value  ? 

It  cannot. 

What  is  to  prevent the  Constitution  ? 

Not  the  Constitution  of  the  United  States,  but  the  constitution  of  man.  Congress 
can  no  more  regulate  the  relative  intensities  of  human  desire  than  it  can  regulate  the 
length  of  day  or  night. 

If  Congress  can  make  25.8  grains  of  gold  a  dollar  can  it  not  make  a  piece  of  paper 
seven  inches  by  three  a  dollar  ? 

Yes,  but  that  kind  of  a  dollar  would  not  buy  anything. 

Cannot  Congress  pass  a  legal  tender  act  ? 

Oh,  yes,  if  a  man  in  the  past  has  loaned  a  thousand  dollars  Congress  can  say  that 
the  debtor  is  discharged  when  he  offers  a  thousand  worthless  "  fiat  "  dollars. 

Isn't  that  making  "  fiat "  dollars  just  as  good  as  any  other  kind  of  dollars  ? 

It  is  so  far  as  giving  the  debtor  the  thousand  dollars  that  he  ought  to  pay  his  creditor 
but  it  does  not  help  a  man  to  buy  food  and  clothes,  because  the  merchant  will  raise  his 
prices  for  a  while  and  finally  refuse  to  sell  at  all. 

What  would  the  merchant  do  then  ? 

Keep  his  goods  till  he  found  customers  who  would  barter  their  merchandise  for  his. 

Are  not  legal  tender  acts  passed  for  the  benefit  of  the  common  people  ? 

Not  much  ;  they  are  passed  by  the  men  who  issue  bad  money  to  try  to  force  it  into 
circulation  ;  good  money  will  go  of  itself. 

Give  an  illustration. 

When  the  Russian  Government  was  using  marten  skins,  which  had  a  value,  as  money 
in  its  eastern  dominions,  it  got  short  of  funds,  as  governments  are  apt  to,  and  it  cut  off 
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the  scalps  of  the  martens  and  compelled  the  people  whom  it  owed  for  labor  or  material 
to  take  a  scalp  for  a  whole  skin. 

By  whom  have  cheap  moneys  always  been  introduced  ? 

By  smart  financiers  and  impecunious  kings. 

What  is  the  earliest  example  ? 

It  was  one  of  the  crimes  of  Dionysius,  Tyrant  of  Syracuse,  about  400  B.  C.  that  as 
Aristotle  says  :  "  When  he  was  short  of  money  he  coined  some  tin,  and  having  con- 
vened an  assembly  he  spoke  much  on  behalf  of  the  new  coinage  ;  and  they  passed  a 
decree,  even  against  their  will,  that  each  would  consider  what  he  should  take  of  it  as 
silver  and  not  as  a  baser  metal." 

Mention  a  modern  instance. 

Emir  Abdullahi  coined  a  quantity  of  copper  cartridges  which  the  Egyptian  troops 
left  when  they  evacuated  Harar  in  1886,  and  ordered  the  brokers  to  exchange  them  at 
the  rate  of  one  silver  thaler  for  21  coppers.  That  is,  he  established  a  mint  ratio.  With 
much  denunciation  of  the  sin  of  usury,  and  of  the  crimes  of  the  "  money  power" 
the  Emir  commanded  the  people  to  receive  the  coppers  under  penalty  of  flogging  and 
imprisonment. 

What  was  the  result  ? 

A  German  traveler  who  visited  the  town  soon  after  this  says  that  the  consequence 
vrsA  a  tumble  in  the  value  of  all  property  ;  the  Gallas  of  the  neighboring  district  kept 
away  from  the  market,  and  this  caused  distress  and  embarrassment. 

Dirt  not  the  cheap  money  raise  prices  and  boom  business  ? 

On  the  contrary,  silver  disappeared  and  trade  was  checked. 

If  thn  people  thought  the  Government  would  not  be  able  to  redeem  its  promissory 
notes  in  Kold  would  it  make  any  difference  in  their  treatment  of  the  different  kinds  of 
currency  ? 

It  would,  indeed. 

Has  it  ever  happened  ? 

Several  times  when  it  seemed  likely  that  Congress  would  pass  a  bill  for  the  free 
coinage  of  silver,  people  who  held  the  promissory  notes  of  the  Government  got  them  re- 
deemed in  gold  and  put  the  gold  away. 

Did  anything  of  that  kind  happen  in  1893  ? 

Early  that  year  the  stock  of  gold  in  the  Treasury  was  so  low  that  people  were  afraid 
*;  wouldn't  hold  out,  and  banks  or  individuals  who  held  "Sherman"  notes,  or  green- 
backs, turned  them  into  gold  at  the  Treasury. 

VOLUME  OF  MONEY  AND  PRICES. 

Did  the  Act  of  1873  cut  the  volume  of  our  money  in  two  ? 

It  demonetized  no  silver  money  then  in  existence. 

But  the  disuse  of  silver  for  coinage  must  have  destroyed  one  demand  for  the  metal 
and  contributed  to  its  fall  in  price  ? 

On  the  contrary,  over  four  times  as  much  silver  was  used  in  making  trade  dollars 
as  had  been  used  for  eighty  years  in  making  standard  dollars. 

Were  the  trade  dollars  legal  tenders  ? 

No,  but  it  took  just  as  much  of  the  product  of  the  mine  to  make  them  as  though 
they  had  been  legal  tenders. 

Has  there  not  been  a  great  diminution  in  the  amount  of  silver  used  in  this  country 
as  money  since  1873  ? 

There  has  been  an  enormous  increase.  All  the 'silver  dollars  coined  down  to  1873, 
and  all  the  minor  silver  coined  down  to  1853,  when  it  ceased  to  be  legal  tender,  amounted  to 
about  $83,000,000.  Since  then  we  have  had  thirty-five  millions  of  trade  dollars  and  over 
433,000.000  of  standard  dollars,  and  $124,583,685  worth  of  silver  bullion  stored  in 
the  Treasury  and  represented  by  "  Sherman"  notes. 
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How  much  demonetization  of  silver  has  there  really  been  ? 

The  sales  of  silver  by  Germany  from  1873  to  1892  were  115,823,813  fine  ounces, 
•which  is  6  per  cent,  of  the  world's  production  in  that  period  and  not  far  from  two 
years'  product  of  the  mines  in  the  United  States.  Some  g£  this  was  used  again  as  money, 
and  there  were  small  sales  of  silver  by  the  Scandinavian  countries.  Practically  all  the 
Oerman  sales  were  completed  sixteen  years 

Then  prices  can  not  have  fallen  on  account  of  contraction  ? 

There  has  been  a  great  increase  in  the  amount  of  silver  used  as  currency. 

But  isn't  it  the  volume  of  the  "money  of  ultimate  redemption"  that  regulates  prices  ? 

This  theory  was  invented  after  the  theory  that  the  volume  of  all  money  regulated 
prices  had  been  exploded  by  facts.  If  there  were  such  a  scarcity  of  money  of  all  kinds 
that  people  couldn't  get  it  to  buy  with,  and  nobody  had  credit  enough  to  get  goods  and 
have  them  charged  to  him,  then  the  contraction  of  the  currency  would  reduce  prices. 
But  paper  money  or  book  credits  would  permit  buying  to  go  on,  so  that  there  is  no  con- 
ceivable way  in  which  the  "  money  of  ultimate  redemption,"  in  distinction  from  other 
money,  could  affect  prices.  When  there  is  a  great  expansion  of  credit  the  readiness  of 
people  to  buy  raises  prices  without  any  addition  to  the  amount  of  money.  It  is  business 
that  makes  the  volume  of  the  currency,  and  not  the  volume  of  the  currency  that  makes 
business. 

Has  there  been  a  reduction  of  the  "  money  of  ultimate  redemption  "  since  1873  ? 

There  has  not  even  been  a  reduction  of  this  part  of  the  currency.  In  1873  there  waa 
no  "  money  of  ultimate  redemption  "  in  the  country  except  a  trifle  on  the  Pacific  coast. 
In  1880,  just  after  the  resumption  of  specie  payments,  the  gold  coin  amounted  to  $351,- 
541,206,  and  at  the  end  of  1894  there  was  $583,834,599  of  gold  coin  in  the  country  and 
$46,305,066  of  gold  bullion  in  the  Treasury. 

What  was  the  total  amount  of  money  in  the  country  and  the  amount  per  capita  in 
1873  and  at  the  end  of  1894  ? 

In  1873  there  was  $774,445,610  in  the  country,  of  which  $751,881,809  or  $18.04  per 
capita  was  outside  the  Treasury ;  in  1894  there  was  $2,241,980,552  in  all,  of  which 
$1,637,226,451,  or  $23.72  per  capita  was  in  circulation.  Including  money  in  the  Treasury 
the  amount  of  money  in  the  country,  per  capita,  was  $24.05  in  1880  and  $35.46  in  1894 

What  was  the  per  capita  amount  of  "  money  of  ultimate  redemption  "  in  July  1880 
and  December  1894  ? 

The  gold  coin,  together  with  the  gold  bullion  in  the  Treasury,  amounted  to  $7. 01 
per  inhabitant  in  1880  and  $9.13  in  1894. 

Has  there  been  in  Europe  a  large  contraction  of  the  ''  money  of  ultimate  redemption  "? 

No  ;  the  following  figures,  except  for  the  Bank  of  France  this  year,  are  from  a  paper 
submitted  by  Prof.  W.  Lexis  to  the  German  silver  commission  of  1894:  Germany  has 
twice  as  much  gold  and  silver  money  as  she  had  twenty  years  ago,  and  her  present  stock 
of  gold,  $595,000,000,  is  greater  than  her  stock  of  both  gold  and  silver,  $404,600,000,  in 
1873.  The  population  has  increased  one-fourth  while  the  specie  has  doubled.  Since 
1873  France  has  increased  her  specie  $357,000,000  ;  the  gold  in  the  Bank  of  France  has 
increased  since  1874  $215,000,000,  and  the  population  has  remained  stationary.  The 
net  imports  of  gold  into  England  from  1873  to  1892  were  $180,880,000. 

What  is  the  per  capita  circulation  in  France  ? 

According  to  the  estimates  of  our  Mint  Bureau,  gold  $21.54,  silver  $12.85,  pap© 
$2.31,  in  all  $36.70. 

What  is  the  per  capita  circulation  of  Germany? 

Gold  $12.65,  silver  $4.35,  paper  $1.78,  in  all  $18.78. 

Are  prices  twice  as  high  in  France  as  in  Germany? 

Of  course  not. 
"   How  does  money  minister  to  human  happiness? 

By  leaving  its  possessor  in  exchange  for  something  he  wishes. 
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Does  everybody  spend  all  the  money  he  gets  ? 

Everybody  except  the  man  who  puts  his  money  away  in  a  stocking. 

But  what  about  the  men  who  save  money  ? 

That  is  a  mere  form  of  expression.  We  say  a  man  saves  money  when  he  spend* 
money  for  investments,  or  lends  it  to  a  bank  to  be  loaned  again. 

Is  it  an  advantage  to  the  seller  to  have  dollars  that  come  easily  ? 

Obviously. 

Is  it  an  advantage  to  the  buyer  to  have  dollars  that  go  easily? 

Certainly  not. 

What,  then,  is  the  advantage  of  a  cheap  dollar? 

None ;  every  man  takes  in  and  pays  out  the  same  kind  of  dollars  and  the  same  num- 
ber of  them. 

Every  man? 

The  man  who  has  borrowed  more  valuable  dollars  and  is  permitted  to  repay  less 
valuable  dollars,  of  course,  gains  by  the  process,  but  ninety-seven  or  ninety  eight  per 
cent,  of  money  is  used  in  current  purchases,  and  here  it  is  as  broad  as  it  is  long;  the 
dollar  that  comes  easily  goes  easily. 

What  is  the  ideal  dollar  ? 

One  that  will  buy  a  great  deal  when  you  are  spending  it  with  other  people,  and  that 
will  buy  very  little  when  other  people  are  spending  it  with  you. 

If  Congress  should  enact  that  25.8  grains  of  gold  and  sixty  pounds  of  wheat  shall 
be  interchangeable,  would  that  make  "dollar  wheat"  ? 

Certainly  not.  If  the  Government  offered  to  exchange  gold  and  wheat  on  this  basis 
all  the  wheat  in  the  world  would  be  offered  to  it  when  the  commercial  price  was 
lower,  and  when  the  commercial  price  was  higher  no  wheat  would  be  offered  to  the 
Government;  it  would  all  go  in  pursuit  of  the  higher  price. 

Suppose  we  established  the  silver  standard  here,  what  would  be  the  effect  on  prices? 

They  would  probably  rise  ? 

Have  you  any  doubt  about  it  ? 

Not  much,  but  the  silver  men  insist  that  prices  have  not  changed  in  silver-using 
countries  on  account  of  the  fall  in  the  value  of  the  metal. 

A  rise  of  prices  would  be  a  good  thing,  would  it  not  ? 

It  would  be  a  good  thing  for  the  sellers  for  a  while,  but  in  the  long  run  all  men  are 
buyers  and  all  men  are  sellers,  and  when  the  change  was  completed  everybody  would 
be  in  the  same  relative  position  as  before. 

Would  not  every  one  receive  more  money  ? 

Every  man  would  receive  twice  as  many  dollars,  and  each  dollar  would  be  worth 
half  as  much. 

How  is  that  ? 

If  the  law  declared  that  30  pounds  of  wheat  should  be  a  bushel,  every  farmer 
would  have  twice  as  many  bushels  as  he  has  now,  but  each  bushel  would  be  worth  only 
half  as  much. 

If  we  made  30  pounds  of  wheat  a  bushel,  would  we  not  get  twice  as  much  money 
from  an  Englishman  for  a  ton  of  wheat  as  we  now  get  ? 

Not  much. 

If  we  introduced  a  cheaper  kind  of  dollar  so  that  prices  of  wheat  and  cotton  should 
be  doubled  here,  would  not  that  double  the  price  in  Europe  ? 

What  nonsense  1 

What  would  be  the  effect  upon  the  American  farmer  of  expressing  his  prices  in  silver  ? 

If  he  got  the  same  price  in  silver  that  he  now  gets  in  gold,  he  would  receive  only 
half  the  purchasing  power  he  now  gets.  If  prices  doubled  he  would  get  just  the  same 
that  he  now  gets;  in  one  case  he  would  lose,  and  in  the  other  case  he  would  make  nothing. 

Might  not  prices  go  up  more  than  double  ? 
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Why  should  they  ?  If  30  pounds  of  wheat  made  a  bushel,  a  man  could  not  possibly 
have  more  than  twice  as  many  bushels  as  he  has  now. 

It  has  been  said  that  if  we  would  adopt  the  silver  standard  we  could  drive  English 
goods  out  of  silver-using  countries  ;  how  could  that  be  done  ? 

If  our  manufacturers  would  take  the  same  number  of  silver  dollars  that  they  now 
take  of  gold  dollars,  it  would  amount  to  cutting  their  prices  in  two,  and,  of  course, 
'  they  would  undersell  England. 

How  would  the  manufacturers  like  that  ? 

They  say  prices  are  too  low  now . 

But  suppose  that  bimetallism  raised  the  value  of  silver  ? 

Then  we  would  not  be  underselling  England.  We  cannot  change  the  prices  of  our 
cotton  and  wheat  in  England,  or  of  our  cloths  and  machinery  in  South  America,  by  any 
currency  legislation  whatever,  and  least  of  all  can  we  raise  the  one  and  lower  the  other 
simultaneously  and  by  the  same  legislation . 

BIMETALLISM  IN  HISTORY. 

What  is  free  coinage  ? 

Exchanging  a  pound  of  coin  for  a  pound  of  bullion. 

Then  the  coin  would  circulate  at  its  bullion  value  ? 

Necessarily.     As  Burns  says  : 

The  rank  is  bat  the  guinea's  stamp, 
The  man's  the  gowd  for  a'  that. 

When  is  coinage  not  free  ? 

When  the  Government  buys  bullion,  and  makes  coins  worth  more  on  their  face  than 
their  bullion  value. 

At  what  value  does  such  coin  circulate  ? 

At  its  face  value,  if  limited  to  the  quantity  the  community  finds  it  necessary  to  use. 

If  there  were  free  coinage  of  silver  here  would  the  coins  circulate  at  their  bullion  value? 

Inevitably. 

Then  where  would  be  the  profit  of  the  producers  of  silver  ? 

They  could  only  benefit  from  an  increased  demand  for  silver  for  monetary  use.  As 
the  consumption  of  459.946,701  fine  ounces  of  silver  for  money  in  this  country  from 
1878  to  1893  did  not  prevent  the  fall  of  silver,  it  is  evident  that  the  mine  owners  can 
hope  for  nothing  in  this  direction  except  by  driving  gold  out  of  the  country,  and  re- 
placing it  with  silver.  Some  advocates  of  free  coinage  are  actuated  by  a  desire  to  raise 
the  price  of  bullion,  and  others  by  a  desire  to  lower  the  monetary  unit.  Both  of  these 
purposes  can  not  possibly  be  accomplished. 

But  suppose  we  could  have  free  coinage  without  lowering  the  present  value  of  the  dollar? 

There  would  be  enormous  profits  for  the  owners  of  silver  mines. 

Does  bimetallism  consist  in  the  use  of  both  gold  and  silver  ? 

No,  it  consists,  so  far  as  the  law  goes,  in  the  free  coinage  of  both  metals,  and  so  far 
as  the  fact  goes  in  the  simultaneous  and  concurrent  circulation  of  gold  and  silver,  with 
the  free  coinage  of  both. 

Does  bimetallism  exist  anywhere  ? 

Nowhere  ;  not  even  in  France,  where  free  coinage  ceased  in  1878. 

Is  the  bullion  in  ten  silver  dollars  worth  the  bullion  in  an  eagle  ? 

Only  about  half  as  much. 

Was  that  always  so  ? 

No  ;  when  the  first  mint  law  was  enacted  one  pound  of  gold  was  worth  fifteen, 
pounds  of  silver,  or  that  was  the  conclusion  Alexander  Hamilton  reached  after  careful 
investigation. 

The  United  States  was  an  independent  nation  ;  why  did  it  not  make  its  own  ratio 
between  gold  and  silver,  instead  of  trying  to  learn  what  the  ratio  in  Europe  was  ? 

Because  Mr.  Hamilton  and  the  other  founders  of  this  nation  were  men  of  sense,  wfcc* 
dealt  with  facts  and  not  with  dreams. 
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Mr.  Jefferson  «as  particularly  antagonistic  to  the  "effete  monarchies,"  was  he  not  ? 
He  entertained  extreme  views  of  the  power  of  the  American  people  ;  he  certainly  must 
have  insisted  on  their  right  to  make  any  ratio  that  was  for  their  interest,  and  as  they 
were  poor  their  interest  must  have  been  to  have  poor  money. 

On  the  contrary,  he  said  :  "  Just  principles  will  lead  us  to  disregard  legal  propor- 
tions altogether ;  to  inquire  into  the  market  price  of  gold  in  the  several  countries 
with  which  we  shall  principally  be  connected  in  commerce,  and  to  take  an  average  from 
them." 

It  is  said  that  the  silver  dollar  was  the  sole  monetary  unit  from  1792  to  1873. 

It  is  not  so.  The  act  of  1792  provided  for  the  coinage  of  gold  and  silver  at  a  certain 
ratio,  on  the  same  terms.  A  single  unit  was  struck  in  silver  and  multiples  of  the  unit 
in  gold,  because  a  gold  dollar  is  inconveniently  small,  and  a  ten-dollar  silver  piece  would 
be  absurd. 

How  did  Alexander  Hamilton  understand  the  unit  ? 

In  his  mint  report  he  said  :  "  If  each  of  them  [gold  and  silver]  be  as  valid  as  the 
other  in  payments  to  any  amounts,  it  is  not  obvious  in  what  effectual  sense  either  ©f 
them  can  be  deemed  the  money  unit,  rather  than  the  other.  If  the  general  declaration 
that  the  dollar  shall  be  the  money  unit  of  the  United  States  could  be  understood  to 
give  it  a  superior  legality  in  payments,  the  institution  of  coins  of  gold,  and  the  declara- 
tion that  each  of  them  shall  be  equal  to  a  certain  number  of  dollars  would  appear  to 
•destroy  that  inference . " 

But  it  is  urged  that  in  1834  it  was  the  gold  dollar  and  not  the  silver  dollar  wh»se 
weight  was  changed. 

That  was  because  the  gold  dollar  had  been  driven  out  of  use,  and  its  weight  could 
be  changed  without  effect  upon  business. 

If  it  were  true  that  the  act  of  1792  made  the  silver  dollar  the  exclusive  standard 
would  it  be  true  that  it  remained  so  till  1873  ? 

No,  for  the  gold  dollar  was  made  in  1849. 

What  conclusive  evidence  is  there  that  the  standard  and  the  material  of  the  one  dol- 
lar piece  are  not  identical  ? 

The  fact  that  the  coinage  of  the  gold  dollar  was  stopped  in  1890,  while  silver  dollars 
are  still  coined  but  the  gold  standard  prevails  in  our  coinage. 

Of  course  gold  and  silver  remained  at  the  ratio  Congress  fixed  ? 

They  did  nothing  of  the  kind  ;  when  the  market  ratio  changed  a  little  gold  disap- 
peared and  left  the  country  with  a  silver  circulation. 

Who  says  so  ? 

The  currency  committee  of  Congress  in  its  report  of  February  2,  1821,  3aid  of  the 
mint  ratio  established  by  Hamilton  :  "  It  is  sufficient  to  know  by  unhappy  experience 
that  its  tendency  is  to  rid  us  of  a  gold  currency  and  leave  us  nothing  but  silver." 

What  else  ? 

Secretary  Ingham,  May  4,  1830,  in  response  to  a  Senate  resolution  of  inquiry,  said  : 
*'  The  history  of  coinage  proves  that  little  reliance  can  be  placed  on  artificial  regulations 
of  relative  values  of  the  standard  measure  of  property  as  a  means  of  maintaining  a  regu- 
lar currency  of  uniform  value.  *  *  *  The  proposition  that  there  can  be  but  one 
standard  in  fact  is  self-evident.  *  *  *  The  history  of  coinage  abounds  with  mint 
regulations  to  keep  gold  and  silver  together,  and  statutes  prohibiting  under  severe  pen- 
alties the  exportation  of  either  ;  all  of  which  have  disappointed  every  expectation  of 
their  projectors." 

Any  more  testimony  of  this  sort  ? 

Mr.  C.  P.  White's  select  committee  of  the  House  on  coins  said  in  a  report,  June  30, 
1832  5  "  The  committee  *  *  *  cannot  ascertain  that  both  metals  have  ever  circu- 
lated simultaneously,  concurrently  and  indiscriminately  in  any  country  where  there  are 
banks,  or  money  dealers." 
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,  Is  that  all  ? 

No  ;  Thomas  H.  Benton  said  in  the  Senate  that  everybody  knew  that  gold  was 
undervalued  and  "  expelled  from  circulation."  Finally  Congress,  in  1834,  raised 
the  mint  price  of  gold  from  15  ounces  of  silver  per  ounce  to  16  ounces  of  silver  per  ounce. 

Why  are  the  silver  dollars  called  the  "  Dollars  of  the  Fathers  ?  " 

Because  the  Fathers  made  very  few  of  them,  called  silver's  expulsion  of  gold  an 
"  unhappy  experience  "  of  the  country,  and  changed  the  law  so  that  gold  drove  out  silver. 

Was  not  the  silver  dollar  extensively  coined  by  the  Fathers? 

From  17v)3  to  1850,  when  California  gold  entered  the  circulation,  there  were  coined 
2,456,990  silver  dollars  and  $85,446,392  in  gold. 

Who  stopped  the  coinage  of  silver  dollars? 

It  was  stopped  in  1805  by  the  man  who  wrote  the  Declaration  of  Independence. 

When  was  the  coinage  resumed? 

Only  a  thousand  silver  dollars  were  coined  in  the  eight  years  Andrew  Jackson  was 
President  ;  the  regular  coinage  was  resumed  under  the  Administration  of  Martin  Van 
Buren,  who  was  accused  of  being  an  aristocrat  and  of  using  gold  spoons. 

When  Congress  offered  sixteen  ounces  of  silver  at  the  mint  for  an  ounce  of  gold 
did  silver  stay  in  circulation? 

No  ;  silver  went  where  an  ounce  of  it  was  worth  more  than  one-sixteenth  of  an 
ounce  of  gold. 

What  evidence  of  that  is  there? 

In  1853  Congress  reduced  the  weight  of  the  halves,  quarters  and  dimes,  making 
them  worth  more  as  money  than  as  bullion,  and  Representative  C.  L.  Dunham  said 
in  a  speech  Feb.  1,  1853  :  "  There  is,  then,  a  constant  stimulant  to  gather  up  every 
silver  coin  and  send  it  to  market  as  bullion  to  be  exchanged  for  gold,  and  the  result  is 
the  country  is  almost  devoid  of  small  change  for  the  ordinary  small  business  transac- 
tions." Twenty  years  later  the  coinage  of  the  silver  collar  was  stopped  on  the  plainly 
declared  ground  that  it  had  long  ceased  to  circulate. 

Has  any  other  country  had  difficulty  in  keeping  gold  and  silver  in  circulation  at  the 
the  same  time? 

Yes  ;  the  English  Government  of  India  read-justed  the  weights  of  gold  and  silver 
coins  four  times  between  1769  and  1835  in  its  efforts  to  keep  both  in  circulation,  but 
did  not  succeed, and  finally  gave  it  up  and  made  silver  the  exclusive  legal  tender  in  1835. 

What!     Did  Englishmen  demonetize  gold? 

They  did,  and  nearly  thirty  years  afterward  the  Imperial  Government  refused  to- 
sanction  the  proposal  of  the  Indian  Government  to  make  gold  a  legal  tender. 

But  bimetallism  was  a  great  success  in  France? 

It  did  not  secure  the  concurrent  circulation  of  gold  and  silver,  which  is  the  main 
object  of  bimetallism  according  to  most  of  its  advocates.  From  early  in  this  century 
till  1850  gold  circulated  little  in  France,  but  for  several  years  after  1850  gold  predomi- 
nated, and  silver  became  so  scarce  that  the  minor  pieces  were  reduced  in  weight  in 
1865,  as  ours  were  in  1853,  to  keep  them  in  circulation. 

What  authorities  substantiate  this? 

Michael  Chevalier,  Robert  Giffen  and  Clarmont  Daniell. 

What  statistics  corroborate  them? 

From  1815  to  1821  France  exported,  net,  fourteen  million  dollars  of  silver ;  from 
1821  to  1852  she  imported  $615,000,000  ;  then  gold  came  in,  and  in  the  succeeding 
twelve  years  she  exported  $332,000,000  of  silver  ;  the  Latin  Union  was  formed  in  1865, 
and  in  the  following  six  years  tho  silver  net  imports  amounted  to  $111,000,000  ;  in 
1872  they  were  $19,000,000  ;  in  1873  they  rose  to  $35,000,000,  and  in  1874  to  $69,900,. 
090  ;  then  the  coinage  of  silver  was  restricted  and  the  import  fell  to  less  than  $23,000,- 
000  in  1878 ;  then  the  free  coinage  of  silver  was  wholly  stopped,  and  the  net  import  of 
silver  fell  two  years  later  to  $7,000,000. 
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What  event  corroborates  them?  ^ 

In  addition  to  the  alteration  of  the  minor  coinage,  the  establishment  of  the  Latin 
Union. 

Why  was  the  Latin  Union  formed? 

Because  by  separate  action  the  several  nations  could  not  keep  gold  and  silver  in 
concurrent  circulation. 

But  if  individual  nations  could  not  do  this,  the  monetary  union  proved  the  power 
of  several  nations  acting  together  to  accomplish  it? 

It  proved  that  they  could  not  do  it.  Nine  years  after  the  Union  was  formed  the 
price  of  silver  fell  a  little  and  France  had  to  restrict  the  free  coinage  ;  in  1878  free  coin- 
age in  the  Latin  Union  was  suspended . 

Was  not  the  fall  of  silver  due  to  the  action  of  Germany  in  establishing  the  gold 
standard  ? 

It  makes  no  difference  what  the  cause  was  ;  the  Latin  Monetary  Union  was  unable 
to  keep  silver  and  gold  together.  In  proposing  the  restriction  of  free  silver  coinage 
Leon  Say  attributed  the  fall  of  silver  to  the  sales  of  silver  by  Germany,  the  increased 
production  by  American  mines  and  the  decreased  absorption  by  India.  The  Latin 
Union  could  not  prevent  any  of  these  things,  or  maintain  the  parity  of  gold  and  silver 
in  spite  of  them. 

Has  any  other  nation  found  bimetallism  impracticable? 

England  did  not  establish  the  single  gold  standard  till  after  two  centuries  of  fail- 
ure to  keep  gold  and  silver  in  concurrent  circulation. 

Did  not  English  bankers  send  Ernest  Seyd  here  with  money  to  bribe  Congressmen 
to  pass  the  Act  of  1873  ? 

That  has  not  only  been  said,  but  in  Denver  it  has  been  sworn  to.  The  fact  is  that 
Mr.  Seyd  was  a  distinguished  bimetallism  who  wrote  many  books  and  pamphlets  in 
favor  of  silver,  and  wrote  a  long  letter  about  the  Act  of  1873  to  Mr.  Hooper,  who  had 
charge  of  the  bill,  in  which  he  urged  the  continued  coinage  of  the  silver  dollar.  This 
letter  was  printed  in  full  in  the  Congressional  Record  for  August  22,  1893. 

Did  not  New  York  money  dealers  procure  the  Act  of  1873  ? 

Representatives  Potter  and  Brooks  of  New  York  opposed  the  bill  and  were  accused 
of  doing  so  in  the  interest  of  the  New  York  bullion  brokers. 

Was  not  the  act  procured  surreptitiously  ? 

It  was  printed  over  and  over  again  ;  opinions  on  it  were  solicited  by  the  Treasury 
officials  from  many  persons  who  understood  coinage  and  money  matters,  and  it  was 
debated  on  several  occasions  in  Congress  during  two  years  or  more. 

But  at  least  the  dropping  of  the  silver  dollar  was  concealed  from  Congress,  was  it  not? 

In  the  debate  in  the  House  April  9, 1872,  Judge  Kelley  said  :  "  It  has  become  impos- 
sible to  retain  an  American  dollar  in  this  country  except  in  collections  of  curiosities . " 
Mr.  Hooper  said  the  silver  dollar  *■'  has  long  since  ceased  to  be  a  coin  of  circulation," 
and  that  the  Committee  had  concluded  that  "the  gold  dollar  should  be  declared  the 
money  unit  ;"  Mr.  Stoughton  said  that  the  principal  change  proposed  by  the  bill  was 
in  ' '  more  clearly  specifying  the  gold  dollar  as  the  unit  of  value .  *  *  *  The  time  has 
come  in  this  country  when  the  gold  dollar  should  be  distinctly  declared  to  be  the  coin 
representative  of  the  money  unit . " 

What  evidence  is  there  that  gold  was  the  standard  in  fact  much  earlier  ? 

In  supporting  the  coinage  bill  of  1853  Mr.  Dunham  said,  "  We  have  had  but  a  single 
standard  for  the  last  three  or  four  years .  That  has  been  and  now  is  gold.  We  pro- 
pose to  let  it  remain  so,  and  to  adapt  silver  to  it,  to  regulate  it  by  it. "  Mr.  Skelton  of 
New  Jersey  said,  "  Gold  is  the  only  standard  of  value  by  which  all  property  is  now 
measured  ;  it  is  virtually  the  only  currency  of  the  country." 

Perhaps  free  coinage  would  raise  the  value  of  silver. 

Then  it  would  make  things  no  easier  for  the  debtor,  in  whose  behalf  most  of  the 
•silver  agitation  has  been  carried  on. 
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What  is  the  difference  between  the  changes  from  gold  to  silver,  or  silver  to  gold,  that 
have  occurred  in  this  and  other  countries  and  the  change  from  gold  to  silver  that  would 
now  result  from  free  coinage  ? 

Just  the  difference  between  floating  down  stream  and  going  over  the  falls. 

Does  not  every  one  wish  all  the  money  he  can  get  ? 

He  wishes  all  the  wealth  he  can  get  ;  he  does  not  wish  any  more  of  it  in  the  shape 
-of  cash  than  is  necessary.  He  can  not  get  money  without  giving  something  for  it ;  buy- 
ing  it  with  merchandise,  and  he  will  not  buy  any  more  money,  to  keep  as  money,  than 
his  business  requires .  A  farmer  will  not  keep  more  mowing  machines  than  he  ab- 
solutely needs,  and  he  will  not  keep  enough  to  do  all  his  mowing  at  once  ;  he  will  use 
the  same  machine  over  and  over. 

Does  not  John  Stuart  Mill  say  that  a  large  volume  of  money  makes  prices  high,  and 
vice  versa  ? 

He  says  that  is  so  if  all  the  money  is  specie,  and  no  element  of  credit  enters  into  the 
transaction,  and  all  the  money  is  in  use  all  the  time  in  making  purchases,  and  the  ra- 
pidity of  the  circulation  is  fixed,  conditions  which  never  occur  in  real  life.  The  quan- 
titative theory  of  money  is  a  "  barren  ideality." 

BANKS    AND    DEBTS. 

Which  do  banks  lend  the  most  of — money  or  credit  ? 

Credit.  The  loans  and  discounts  of  the  national  banks'alone  in  October,  1894, 
amounted  to  more  than  two  billion  dollars,  and  all  the  money  in  the  country  outside  of 
the  Treasury  was  only  a  little  more  than  sixteen  hundred  millions. 

Whose  money  and  credit  do  they  loan  ? 

Their  own  capital  and  the  money  that  other  people  deposit  with  them .  The  capital 
x>f  the  national  banks  in  October,  1894,  was  less  than  seven  hundred  millions,  and  the 
deposits  were  nearly  seventeen  hundred  and  fifty  millions. 

How  do  the  banks  ' '  corner  "  money  ? 

They  don't  "  corner  "  money  ;  IRiey  can't  corner  it.  Most  of  the  money  they  hold 
belongs  toother  people  who  can  draw  it  out  whenever  it  is  for  their  interest  to  do  so. 

Are  the  banks  debtors  to  the  amount  of  their  deposits  ? 

They  are,  and  would  be  benefited  like  other  debtors  if  they  could  repay  in  cheaper 
dollars  than  they  received. 

Then  why  do  they  not  favor  cheap  dollars  ? 

Because,  if  their  depositors  got  an  idea  that  if  they  did  not  hurry  they  might  be 
paid  in  cheap  dollars  they  would  hasten  to  take  out  their  deposits  and  thus  ruin  the 
banks. 

But  do  not  the  banks  make  money  dear  ? 

No;  money  is  dear  when  there  is  an  exceptional  demand  for  it,  or  when  depositors 
are  scared  and  withdraw  their  funds  so  that  the  banks  have  little  to  lend. 

What  does  "  cheap  money  "  mean,  anyway  ? 

In  the  money  market  "cheap  money  "is  money  loaned  at  low  rates  of  interest. 
Sometimes  "  cheap  money  "  is  spoken  of  as  though  it  meant  money  of  which  a  little 
merchandise  would  buy  a  great  deal;  in  other  words,  high  prices.  The  two  things  are 
very  different. 

Is  credit  used  because  there  is  not  enough  currency  ? 

No.  It  is  used  to  supplement  capital  because  men  try  to  do  all  the  business  they  can; 
all  they  have  cash  for  and  all  they  have  credit  for.  It  is  used  to  supplement  currency 
because  it  is  cheaper. 

How  cheaper  ? 

Money  is  the  only  form  of  property  which  yields  no  return.  If  a  man  had  $100,000 
in  currency,  but  his  business  did  not  imperatively  demand  that  he  have  over  $10,000  on 
hand  at  all  times,  he  would  put  $90,000  into  his  stock  of  goods,  or  his  "  plant,"  or  ex- 
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change  it  for  some  sort  of  certificate  or  security  that  would  bring  him  interest. 

And  then  if  he  had  to  pay  out  $20,000  all  at  once,  how  would  he  do  it  ? 

Draw  a  check  on  his  credit  at  the  bank. 

And  does  the  banker  keep  on  hand  the  money  of  all  the  depositors  so  that  he  can 
pay  all  their  checks  ? 

Oh,  no;  in  that  case  he  would  have  nothing  to  loan.  If  a  dozen  men  make 
deposits,  the  banker  feels  safe  in  lending  the  deposits  of  eight  or  nine  of  them, 
because  not  more  than  three  or  four  will  want  their  money  at  any  one  time. 

Is  it  for  the  interest  of  banks  to  have  times  of  panic  and  stringency  ? 

Such  periods  are  disastrous  to  banks,  for  then  they  can  not  collect  the  money  they 
have  loaned,  and  their  depositors  withdraw  their  deposits  and  the  securities  they  hold 
depreciate. 

But  what  about  the  malevolent  influences  of  "  "Wall  Street  ?" 

"  Wall  Street"  sometimes  means  legitimate!  banking  and  sometimes  the  operations 
on  the  Stock  Exchange.  The  two  things  are  wholly  different .  Bankers  do  not  approve 
of  stock  speculations,  though  the  truth  is  that  the  Stock  Exchange  reflects  rather  than 
causes  the  state  of  business. 

Is  not  gold  monometallism  in  the  interest  of  creditors  ? 

Confidence  and  security  is  peculiarly  important  to  debtors.  The  rate  of  interest  is 
declining  while  the  price  of  labor  is  going  up.  In  other  words,  Man  is  worth  more  and 
Money  is  worth  less.  Interest  is  particularly  low  in  England  and  it  has  not  been  unfav- 
orably affected  by  the  prevalence  of  the  gold  standard.  Before  1874,  the  discount  rate 
of  the  Bank  of  England  several  times  rose  to  eight  and  even  ten  per  cent.  Since  1874 
it  has  only  twice  risen  to  six  per  cent.  Free  coinage  of  silver  was  stopped  in  India,  and 
the  United  States  repealed  the  Sherman  law,  in  1893;  in  the  year  from  February  22, 
1894,  to  February  22,  1895,  the  bank  rate  never  varied  from  two  per  cent. ;  not  only  was 
the  rate  very  low,  but  it  was  the  first  time  for  eighteen  years  that  the  bank  rate  had  re- 
mained unchanged  for  twelve  months. 

Is  not  the  gold  standard  raising  the  rate  of  interest  here  ? 

No.  The  census  tables  show  that  of  all  the  real  estate  mortgages  in  1880,  46.6  per 
cent,  were  at  5,  6  and  7  per  cent,  interest,  24.6  per  cent,  at  8  per  cent.,  and  27.2  per 
cent,  were  at  9,  10  and  12  per  cent,  interest.  In  1889  the  proportion  at  8  per  cent,  had 
not  changed  ;  the  proportion  at  5,  6  and  7  per  cent,  had  increased  to  54.6  per  cent., and 
the  proportion  at  9,  10  and  12  per  cent,  had  decreased  to  17.6  per  cent,  of  the  total. 

Where  is  the  rate  of  interest  the  lowest  ? 

Where  the  accumulations  of  capital  are  largest,  and  where  the  security  of  the  invest- 
ments is  the  most  perfect. 

Would  it  be  good  policy  for  the  debtors  to  shave  their  obligations  50"per  cent,  if  they 
got  the  chance  ? 

If  they  got  the  chance  it  would  be  human  nature  to  do  it,  but  if  they  were  con- 
tinuously borrowing,  it  is  not  certain  that  it  would  pay  them  to  do  it. 

Who  can  borrow  on  the  best  terms  ? 

Individuals  and  communities  who  are  the  most  certain  to  pay  in  full  and  on  time. 

Is  the  debtor  generally  a  poor  man  ? 

A  man  can  not  borrow  money  unless  he  can  give  security,  or  has  a  place  in  business 
that  commands  confidence. 

Who  are  the  creditors  ? 

More  than  eight  million  people  in  this  country  are  the  creditors  of  commercial  and 
savings  banks  for  more  than  four  and  a  half  billion  dollars  that  they  have  on  deposit. 
More  than  a  million  and  a  half  persons  are  creditors  of  thirty  life  insurance  companies, 
to  the  amount  of  more  than  four  and  a  half  billion  dollars  represented  by  their  policies; 
in  1893  these  companies  disbursed  among  their  policy  holders  more  than  $110,000,000. 
The  building  associations  in  this  country  in  1893  had  about  a  million  and  three- 
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quarters  of  shareholders  and  only  one-fourth  of  the  whole  numher  were  borrowers  ; 
the  amount  of  the  loans  due  by  one-fourth  to  the  whole  four-fourths  was  $443,000,000. 

"Would  all  these  creditors  be  injured  by  reducing  the  value  of  the  dollar  ? 

Just  as  much  as  any  creditors  would. 

But  are  not  the  farmers  in  debt  ? 

Many  of  them  are  in  debt  on  their  current  accounts,  as  to  which  a  change  in  the 
currency  system  would  have  very  little  influence.  According  to  the  census  less  than 
one  in  five  owes  money  on  a  mortgage,  and  his  property  is  worth  three  times  the  obli- 
gation. 

Is  money  used  mostly  for  paying  bonds  and  mortgages,  or  for  buying  things  of  the 
merchant  ? 

Less  than  3  per  cent,  is  used  for  the  former  and  more  than  97  per  cent,  for  the  latter. 

How  do  you  make  that  out  ? 

In  the  Census  year  there  were  less  than  two  billions  of  national,  State,  county, 
municipal  and  school  bonds,  about  six  billions  of  real  estate  mortgages,  and  five  and  a 
half  billions  of  railroad  bonds.  This  makes  in  all  thirteen  and  a  half  billions.  One  of 
the  popular  books  in  the  interest  of  silver  coinage  says  it  is  "  estimated  "  at  forty  bil- 
lions. Of  the  mortgages,  about  a  billion  and  a  quarter  may  be  paid  off  annually,  be- 
cause the  average  life  of  a  mortgage  is  nearly  five  years.  The  public  and  railroad 
bonds  run  for  very  long  periods,  many  of  them  for  fifty  or  a  hundred  years.  Not 
more  than  a  quarter  of  a  billion  of  them  are  paid  off  annually.  That  makes  a  billion 
and  a  half  of  bond  and  mortgage  payments  in  a  year.  In  the  same  year  the  bank  clear- 
ings of  the  United  States,  after  deducting  the  transactions  on  the  New  York  Stock 
Exchange,  amounted  to  fifty  billions,  of  which  a  billion  and  a  half  is  3  per  cent.  But 
a  large  amount  of  trading  done  in  cash  and  in  sections  where  there  are  no  banks,  does 
not  appear  in  the  bank  clearings,  and  should  be  added  to  the  fifty  millions.  The  bond 
and  mortgage  payments,  then,  would  be  considerably  less  than  3  per  cent. ,  probably 
not  over  2  per  cent,  of  the  whole  use  of  money. 

DECLINE  OF  PRICES. 

Has  there  not  been  a  great  decline  of  prices  since  1873  ? 

Yes. 

And  it  has  of  course  worked  a  hardship  to  farmers  who  had  mortgaged  their  farms  ? 

That  is  true  in  a  general  way,  but  only  one-fourth  of  the  decline  fell  on  any  one 
mortgage,  the  average  life  of  which  is  less  than  five  years,  and  there  has  been  a  con- 
siderable offset  in  the  reduction  of  the  prices  of  things  farmers  have  to  buy  ? 

Has  the  fall  in  prices  been  approximately  uniform  ? 

It  has  not. 

What  docs  that  indicate  ? 

Tnat  the  fall  can  not  be  due  to  a  change  in  the  purchasing  power  of  money,  for 
then  all  prices  would  be  affected  similarly. 

Where  do  you  get  your  information  ? 

From  the  voluminous  compilation  of  wholesale  prices  and  rates  of,wages  published 
in  1893  by  the  Senate  Finance  Committee. 

How  much  fall  does  that  show  in  cloths  and  clothing  ? 

On  the  basis  of  100  in  1860  the  prices  of  cloths  and  clothing  rose  to  121.5  (gold)  in 
i873,  and  fell  to  81.1  in  1891. 

What  was  the  change  in  the  prices  of  metals  and  implements  ? 

On  the  basis  of  100  in  1860  they  rose  to  115.2  (gold)  in  1873,  and  fell  to  74.9  in  1891. 

And  the  products  of  agriculture  ? 

Barley,  corn,  cotton,  hemp,  oats,  meats,  rye,  tobacco  and  wheat,  averaged  ao 
cording  to  their  relative  importance,  and  on  the  basis  of  100  in  1860,  rose  to  106  (gold) 
in  1873  and  fell  to  98.4  in  1891. 
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Did  they  begin  to  fall  in  1873,  because  the  silver  dollar  was  then  abolished? 

No,  because  they  began  to  fall  some  time  before  that.  From  100  in  1860  they  rose 
to  243.7  in  1861,  fell  to  97.3  the  next  year,  just  after  the  war,  rose  to  135.1  in  1867,  and 
then  pretty  steadily  declined,  rising  to  123.4  in  1874,  and  120  in  1882. 

How  much  did  wages  fall? 

They  didn't  fall;  they  rose  from  100  in  1860  to  147.4  (gold)  in  1873,  and  168.6  in 
1891,  averaging  the  various  occupations,  according  to  the  number  of  persons  in  them. 

How  do  you  account  for  these  fluctuations? 

The  reductions  were  generally  proportioned  to  the  extent  to  which  machinery  and 
improved  processes  have  reduced  the  cost  of  production.  These  would  not  affect  labor, 
and  wages  rose  ;  and  they  would  affect  the  production  of  metals  and  textiles  more  than 
agricultural  products,  and  the  former  fel1.  more  than  the  latter. 

Has  there  been  any  other  great  cause  of  lower  prices? 

Yes  ;  the  freight  tariffs  on  more  than  a  dozen  leading  railroads  have  fallen  62  per 
cent,  in  twenty  years  according  to  the  Statistical  Abstract  of  the  United  States. 

How  has  this  affected  wheat? 

About  1869,  when  the  lakes  were  closed  the  railroads  got  over  60  cents  a  bushel  for 
hauling  wheat  from  Chicago  to  New  York  they  have  since  done  it  for  six  cents.  In 
1874  the  rate  by  lake  and  canal  was  24.47  cents  per  bushel,  and  in  1894  it  was  4.44  cents. 

Has  there  been  an  increase  of  wheat  production  in  the  world? 

Figures  lately  published  in  Beorbohm's  List  show  that  the  average  of  the  world's 
wheat  crops  for  the  four  years,  1891-4,  was  204,000,000  bushels  greater  than  the  average 
for  the  four  years  1887-90.  The  Department  of  Agriculture  estimates  that  the  world's 
crop  of  1894  was  220,375,000  bushels  greater  than  that  of  1891.  "  Bradstreet's  "  makes 
the  increase  from  1889  to  1894  429,000,000  bushels.  The  world's  consumption  is 
estimated  to  increase  only  twelve  to  sixteen  million  bushels  annually. 

And  wool? 

Mr.  S.  N.  D.  North  says  the  increase  in  the  four  chief  producing  countries  has  been 
155  per  cent,  since  1870. 

And  cotton? 

The  average  of  the  last  three  crops  was  7,734,000  bales,  and  of  three  crops  twenty 
years  ago  3,659,000  bales. 

And  sugar  ? 

In  twenty  years  the  world's  sugar  crop  has  increased  from  less  than  three  million  to 
more  than  eight  million  tons. 

Do  not  farmers  suffer  from  the  competition  of  silver-using  countries? 

They  suffer  somewhat  from  the  competition  of  India  in  wheat  and  cotton,  and  of 
the  Argentine  Republic  in  wheat,  and  from  the  competition  of  gold-using  Australia  in 
wool.  But  the  export  of  wheat  and  cotton  from  India  is  scarcely  increasing  ;  compar- 
ing terms  of  years  it  is  decreasing.  In  no  one  of  these  cases  could  any  currency  legis- 
lation limited  to  the  United  States  affect  the  European  price  of  cotton,  or  wheat  or 
wool.  The  prices  we  fix,  if  we  fix  any,  have  no  influence  upon  the  prices  at  which  the 
Russian  farmers  are  willing  to  sell  wheat  for  export  to  England,  unless,  indeed,  we  un- 
derbid them. 

Why  has  silver  declined  ? 

Mainly  because  its  production  has  increased  very  rapidly;  in  the  five  years  1871-5, 
the  production  was  316,585,069  fine  ounces;  in  the  five  years  1889-93  it  was  698,196,000 
fine  ounces,  an  increase  of  about  120  per  cent.,  and  the  increase  during  the  latter  five  years 
was  33  per  cent.  In  the  corresponding  periods  the  production  of  gold  increased  from 
27,955,068  fine  ounces  to  32,726,364  fine  ounces,  an  increase  of  17  per  cent.,  and  the  in- 
crease during  the  latter  period  was  27  per  cent.  At  the  same  time  the  improved  con- 
dition of  the  working  classes  and  the  vast  expansion  of  commerce  has  made  silver  less 
suitable  for  monetary  use.     Besides,  the  cost  of  producing  silver  has  declined. 
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What  evidence  is  there  of  that? 

Until  last  year  the  production  went  on  increasing  in  spite  of  the^falling  price. 
Has  there  been  a  great  increase  in  manufacturing  and  of  competition  among  manu- 
facturers? 

The  last  census  shows  an  increase  of  120  per  cent,  in  the  capital  engaged  in  manu* 
facturing  between  1880  and  1890. 

But  that  was  while  prices  were  going  down? 

Prices  were  going  down,  but  manufacturing  wasn't.     The  population  increased  25 
per  cent. ,  the  employes  of  manufacturing  establishments  increased  65  per  cent, ,  and  the 
wages  they  received  increased  131  per  cent.     The  true  value  of  real  and  personal  prop- 
erty in  the  United  States  increased  about  50  per  cent,  in  the  ten  years. 
But  these  figures  indicate  prosperity. 

There  were  financial  disturbances  in  1884  and  1890,  and  farmers,  heavily  in  debt, 
lost  more  by  the  decline  of  prices  than  they  made,  but  on  the  whole  the  country  was 
very  prosperous  from  1879  to  1893. 

Give  some  particulars  of  the  growth  of  the  country  since  about  1873. 
Between  1870  and  1890  the  population  of  New  England  and  New  York  increased 
31  per  cent.,  but  between  1873  and  1894  the  number  of  depositors  in  savings  banks  in- 
creased 86  per  cent.,  and  the  amount  of  their  deposits  increased  112  per  cent.  Between 
1870  and  1890  the  population  of  the  United  States  increased  62  per  cent.,  but  the  num- 
ber of  persons  insured  in  life  companies  that  report  to  the  New  York  Insurance  Depart- 
ment increased  104  per  cent.,  and  the  amount  of  their  policies  increased  113  per  cent. 
According  to  the  census  reports  the  true  valuation  of  all  real  and  personal  property  in 
the  United  States,  per  capita,  was  $780  in  1870,  $870  in  1880,  and  $1,039  in  1890.  The 
value  of  the  farms  in  the  six  States,  Illinois,  Iowa,  Minnesota,  Wisconsin,  Michigan  and 
Missouri  increased  64.6  per  cent,  between  1870  and  1890,  and  deducting  the  population 
of  towns  of  5,000  inhabitants  and  over,  the  rest  of  the  population  in  those  States  in- 
creased 41.3  per  cent.  The  farm  values  in  the  six  States,  North  and  South  Carolina, 
Georgia,  Alabama,  Mississippi  and  Louisiana,  increased  74  per  cent,  between  1870  and 
1890,  and  tie  population,  including  cities,  increased  54  per  cent.  Valuations  in  1870 
were  in  depreciated  currency.  From  1873  to  1893  the  increase  in  railroads  constructed, 
and  in  operation  in  the  United  States  was  107,488  miles,  or  about  150  per  cent. 
What  checked  the  course  of  prosperity  in  1893  ? 

The  silver  agitation.  Under  the  Sherman  law  in  three  years  about  $176,000,000  of 
paper  was  issued  against  purchases  of  silver.  The  country  did  not  need  such  an 
addition  to  the  circulation,  and  gold  went  rapidly  to  Europe.  The  Government's  stock 
of  gold  was  reduced  lower  than  ever  before,  and  it  was  very  doubtful  whether  the 
Treasury  could  go  on  redeeming  its  paper  in  gold.  So  people  made  a  rush  for  what 
gold  there  was  and  locked  it  up.  Bank  depositors  got  scared  and  drew  out  their 
deposits.  Banks  then  had  to  refuse  loans  for  lack  of  money,  and  merchants  who 
needed  accommodation  failed.  Manufacturers  who  needed  advances  had  to  shut  down. 
Everybody  was  afraid  that  cheap  dollars  would  be  issued.  The  advocates  of  silver  kept 
insisting  that  they  would  force  the  issue  of  cheap  dollars,  so  Europeans  who  held 
American  securities  sent  them  back  to  this  country  to  be  sold  for  gold  before  the  silver 
era  was  established.  They  had  been  doing  this  from  the  time  the  Sherman  law  was 
passed,  and  this  was  one  reason  why  gold  had  been  going  out  of  the  country.  "As  a 
madman  who  casteth  firebrands,  arrows  and  death,"  so  the  authors  of  this  devastation 
point  gleefully  to  the  ruin  they  have  wrought  as  the  reason  why  they  should  be 
entrusted  with  the  means  of  completing  it. 

To  what  extent  has  silver  legislation  affected  the  settlement  of  our  foreign  trade  ? 
In  the  first  three  years  after  the  passage  of  the  Bland-Allison  act,  there  was  a 
balance  due  us  on  merchandise  from  the  rest  of  the  world  of  $692,000,000,  but  we  got 
only  $162,000,000  in  specie,  showing  that,  to  a  great  extent,  we  were  paid  in  our  own 
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notes,  or  more  accurately,  in  our  own  securities.  There  was  a  gradual  recovery  of 
confidence  by  foreign  investors  in  us,  and  in  three  years,  1888-90,  the  specie  we  sent 
abroad  and  the  specie  due  us  on  merchandise  balances  which  we  did  not  get  amounted 
to  only  $95,000,000.  But  in  the  three  years  of  the  Sherman  law  there  was  drawn  out 
from  this  country  $155,000,000  of  gold  and  $9,000,000  of  silver  in  spite  of  the  fact  that 
the  balances  due  us  on  merchandise  amounted  to  $223,000,000.  Here  was  $388,- 
000,000  of  specie,  practically  all  gold,  which  the  country  lost,  most  of  it  because  it 
was  trying  to  "bull"  the  price  of  silver.  In  those  three  years  we  added  to  the 
curreney  $176,607,980  of  silver  certificates  and  "  Sherman  "  notes,  and  lost  from  it 
$154,986,697  of  gold.  In  fifteen  years  of  silver  legislation  there  accrued  to  us 
balances  on  exports  of  merchandise  amounting  to  $1,385,000,000,  in  addition  to  which 
we  exported  $119,000,000  of  silver,  and  yet  our  net  receipts  of  gold  from  the  rest  of 
the  world  were  $11,000,000. 

What  is  it  that  is  masquerading  under  the  guise  of  "bimetallism"? 

Silver  monometallism. 

NATIONAL    POLICY. 

As  ours  is  a  debtor  country,  is  it  not  for  our  interest  to  reduce  the  money  unit  ? 

No,  for  we  intend  to  go  on  using  foreign  capital  for  the  development  of  our  great 
natural  resources,  and  it  is  not  for  our  interest  to  impair  our  credit. 

Is  it  not  for  the  advantage  of  the  debtor  to  have  the  option  of  paying  in  gold  or  silver? 

A  man  has  to  pay  for  an  option,  and  a  ' '  straddle  "  costs  more  than  a  ' '  put "  or  a  "  call. " 

What  are  our  trade  balances  with  gold  and  silver  countries? 
>  In  the  last  fiscal  year  there  was  due  us  on  exports  and  imports  of  merchandise  a 
balance  of  about  $400,000,000  from  the  gold-using  countries  of  Europe,  and  there  was 
due  from  us  to  silver-using  countries  in  South  America  and  Asia  $128,000,000.  There 
was  due  us  a  balance  of  more  than  $300,000,000  from  England.  The  amount  due 
from  us  to  England  for  interest  and  re-payments  of  principal  in  any  normal  year  was 
certainly  very  much  less  than  that. 

What  has  been  the  effect  on  Europe  of  the  silver  policy  of  the  United  States? 

We  have  tried  at  enormous  cost  to  keep  up  the  price  of  rupees  and  taels  for  the 
benefit  chiefly  of  Englishmen  and  Germans  who  export  manufactured  goods  to  Asia. 
We  have  driven  gold  out  of  the  country,  to  the  great  advantage  of  European  nations 
which  wished  to  establish  or  to  fortify  the  gold  standard. 

Did  any  people  who  were  receiving  gold  or  its  equivalent  for  their  labor  and  their 
grain  and  cotton  ever  clamor  for  the  debasement  of  the  money  standard? 

Never  in  the  world  till  a  part  of  the  American  people  did  this  in  the  latter  part  of 
the  Nineteenth  Century. 

Are  there  no  bimetallists  in  England  and  Germany? 

In  both  countries  there  are  men  who  desire  to  bring  about  international  bimetallism 
in  the  hope  of  raising  the  value  of  silver.  Nowhere  outside  the  United  States  do  men 
propose  that  their  own  country  shall  go  in  for  free  silver  coinage  alone. 

Where  are  workingmen  demanding  that  the  standard  by  which  their  wages  are 
paid  be  reduced  from  gold  to  silver? 

Only  in  the  United  States  of  America. 

But  are  not  the  silver  men  holding  out  magnificent  prospects  of  the  prosperity 
that  would  come  to  the  country  if  their  policy  prevailed? 

Yes,  and  so  did  Jack  Cade,  when  he  announced,  "There  shall  be  in  England 
seven  halfpenny  loaves  sold  for  a  penny  ;  the  three-hooped  pot  shall  have  ten  hoops  ; 
and  I  will  make  it  felony  to  drink  small  beer.  *  *  There  shall  be  no  money ;  all  shall 
eat  and  drink  on  my  score  ;  and  I  will  apparel  them  all  in  one  livery,  that  they  may 
agree  like  brothers  and  worship  me,  their  lord." 
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"I  beg  to  say  that  I  never  attended  any  such  lecture,  that  I  never  asked  any  such 
questions,  or  made  any  such  answers,  as  are  there  set  foi'th  (in  '  Coin's  Financial 
School').  It  is  a  fabrication  from  beginning  to  end.  J have  had  many  letters  from  all 
parts  of  the  country  inquiring  whether  or  not  I  was  correctly  reported  in  the  alleged  dis- 
cussion, all  of  which  I  have  answered  in  the  v™ative.  It  is  time  the  truth  was  put  on 
foot  to  overtake  the  lie.  Tours  truly, 

"New  York,  April  9, 1895.  L.  J.  GAGE:* 

"  I  never  attended  any  of  the  lectures  referred  to  in  that  book  ('Coin's  Financia 
School ')  and  therefore  could  not  have  used  the  language  with  which  I  am  credited. 
"Chicago,  April  11.  JOHN  B.   WALSH:* 

"  The  book  ('Coin's  Financial  School')  is  filled  with  so  many  false  and  misleading 
statements  that  I  have  deemed  it  unworthy  of  notice.  But  I  am  glad  to  give  publicity 
lo  tJie denial  that  any  such  lectures  as  are  detailed  in  the  book  ever  took  place  in  Chicago, 
or  anywhere  else ;  and  here  say  that  I  was  never  present  at  any  such  meetings,  and 
that  I  never  made  any  of  the  remarks  attributed  to  me  on  page  68,  or  on  any  other  page. 
The  whole  book  is  a  clever  fabrication  of  falsehoods.  Very  truly  yours, 
"Chicago,  April  13,  1895.  j.  LA  WBENCE  LA  UGHLIN." 
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COIN'S  FINANCIAL,  FOOL,. 

By  Horace  White. 


I  propose  to  examine  with  some  thoroughness  a  book  of  155  pages,  entitled  "  Coin's 
Financial  School." 

INTRODUCTION. 

"Coin,"  it  should  be  premised,  is  a  youth  about  twelve  years  of  age  who  opens  a 
school  to  teach  grown  men  the  science  of  finance.  This  is  a  piece  of  clap-trap.  The 
science  of  finance  does  not  come  by  nature,  as  reading  and  writing  came  to  Dogberry, 
and  it  is  not  particularly  "catching."  It  requires  a  considerable  amount  of  study. 
The  suggestion  here  thrown  out  that  a  boy  can  drop  his  marbles  and  spinning  tops  and 
deliver  valuable  lectures  on  this  science  is  likely  to  prove  captivating,  however,  to 
persons  who  would  be  glad  to  acquire  it  without  any  antecedent  effort,  although  they 
would  not  attempt  to  play  on  the  bones  at  a  minstrel  show  without  previous  practice. 
They  may  not  perceive  the  inherent  absurdity  of  taking  lectures  on  this  abstruse  subject 
from  a  boy  of  twelve,  although  they  would  not  take  his  advice  on  the  subject  of  shoeing 
a  horse. 

The  One-legged  Man. 

The  book  is  largely  made  up  of  pictorial  illustrations  which,  of  course,  cannot  be 
answered.  If  anybody  is  deluded  in  a  financial  discussion  by  a  picture  of  a  man  with 
only  one  leg,  his  delusion  may,  perhaps,  be  cured  by  telling  him  that  the  single  standard 
of  silver  is  just  as  one-legged  as  the  single  standard  of  gold.  The  object  of  "  Coin's 
Financial  School  "  is  to  bring  about  the  free  coinage  of  silver  at  a  legal  ratio  of  16  to  1 
by  the  action  of  this  country  alone.  As  the  market  ratio  of  the  two  metals  is  32  to  1, 
it  is  evident  that  this  country  cannot  make  sixteen  ounces  of  silver  equal  in  value  to  one 
ounce  of  gold  when  the  whole  world  is  offering  thirty-two  ounces  of  silver  for  one 
ounce  of  gold.  Therefore  the  proposal  for  free  coinage  by  this  country  single-handed 
is  a  proposal  to  establish  the  single  standard  of  silver,  which  is  as  well  represented  by  a 
man  with  one  leg  as  is  the  single  standard  of  gold. 

CHAPTER  I. 
COIN'S  FIRST  FALSEHOOD. 

Coin's  first  picture  is  that  of  "  Columbus  Discovering  America,  1492."  Immediately 
beneath  it  is  a  pretended  quotation  from  a  public  document,  which  begins  in  this  way  : 

"At  the  Christian  era  the  metallic  money  of  the  Roman  empire  amounted  to 
$1,800,000,000.  By  the  end  of  the  fifteenth  century  it  had  shrunk  to  $200,000,000. 
(Dr.  Adam  Smith  informs  us  that  in  1455  the  price  of  wheat  in  England  was  two  pence 
per  bushel.)" 

The  statement  in  parenthesis,  which  is  introduced  by  "  Coin,"  is  false  in  four  dif- 
ferent ways,  viz. :  (1)  It  is  false  by  conveying  to  the  reader's  mind  the  idea  that  a  penny 
in  1455  was  the  same  thing  as  a  penny  now  ;  (2)  it  is  false  by  conveying  the  idea  that 
the  price  quoted  was  the  average  price  at  that  period  in  the  world's  history  ;  (3)  it  is 
false  in  giving  Adam  Smith  as  authority  for  the  statement ;  (4)  it  is  false  in  conveying 
the  idea  that  the  quantity  of  money  in  the  world  was  the  cause  of  the  low  price  of 
wheat  in  1455. 

The  first  thing  in  the  quoted  paragraph  is  a  statement  that  at  the  Christian  era  there 
was  a  plentiful  supply  of  money  as  compared  with  the  later  period.  Now,  we  can 
show,  on  the  best  possible  authority,  that  the  rate  of  wages  for  laboring  men  at  this 
happy  period  was  one  penny  per  day.  See  Matthew  20  :  1-16,  which  tells  us  that  a 
certain  householder  went  out  early  in  the  morning  to  hire  laborers  for  his  vineyard,  and 
that  when  he  had  agreed  with  them  for  a  penny  a  day  he  sent  them  into  his  vineyard. 
They  were  all  satisfied  and  nothing  happened  to  disturb  their  serenity  until  they  found 
that  some  others,  who  had  been  hired  later  in  the  day,  were  also  receiving  a  penny. 
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We  need  not  concern  ourselves  with  the  sequel,  since  the  only  point  important  to  our 
purpose  is  that  the  rate  of  wages  at  this  affluent  period  was  one  penny  per  day. 

A  penny  in  1455  was  not  the  same  thing  as  a  penny  now.  The  penny  was  originally 
the  240th  part  of  a  pound  weight  of  silver,  but  monarchs  had  the  habit  of  cutting  pieces 
off  the  pound  of  silver  and  coining  the  remainder  into  240  pennies,  putting  the  difference 
into  their  own  pockets.  In  this  way  the  value  of  the  penny  was  constantly  declining 
till  the  reign  of  Elizabeth.  In  1455  the  weight  of  the  silver  penny  was  twice  as  great  as 
it  was  in  the  time  of  Adam  Smith,  a  fact  carefully  suppressed  by  "  Coin." 

The  other  three  falsities  may  be  disposed  of  in  short  order.  The  prices  of  wheat 
quoted  at  the  end  of  Book  I  of  Smith's  "  Wealth  of  Nations  "  are  not  given  on  his  own 
authority.  They  are  quoted  as  those  of  Fleetwood,  and  we  are  cautioned  by  Adam 
Smith,  for  various  reasons,  not  to  attach  too  much  importance  to  them.  Thus,  referring 
to  previous  writers  who  had  taken  Fleetwood's  tables  as  a  basis,  he  says : 

"  Thirdly,  they  seem  to  have  been  misled  too  by  the  very  low  price  at  which  wheat 
was  sometimes  sold  in  very  ancient  times,  and  to  have  imagined,  that  as  its  lowest 
price  was  then  much  lower  than  in  later  times,  its  ordinary  price  must  likewise 
nave  been  much  lower.  They  might  have  found,  however,  that  in  those  ancient 
times,  its  highest  price  was  fully  as  much  above,  as  its  lowest  price  was  below  anything 
that  had  ever  been  known  in  later  times.  Thus  in  1270,  Fleetwood  gives  us  two 
prices  of  the  quarter  of  wheat.  The  one  is  four  pounds  sixteen  shillings  of  the  money 
of  those  times,  equal  to  fourteen  pounds  eight  shillings  of  that  of  the  present  ;  the 
other  is  six  pounds  eight  shillings,  equal  to  nineteen  pounds  four  shillings  of  our 
present  money.  No  price  can  be  found  in  the  end  of  the  fifteenth,  or  beginning  of  the 
sixteenth  century,  which  approaches  to  the  extravagance  of  these. 

"  The  price  of  corn,  though  at  all  times  liable  to  variation,  varies  most  in  those  tur- 
bulent and  disorderly  societies,  in  which  the  interruption  of  all  commerce  and  com- 
munication hinders  the  plenty  of  one  part  of  the  country  from  relieving  the  scarcity  of 
another.  In  the  disorderly  state  of  England  under  the  Plantagenets,  wno  governed 
it  from  about  the  middle  of  the  twelfth,  till  towards  the  end  of  the  fifteenth  century, 
one  district  might  be  in  plenty,  while  another  at  no  great  distance,  by  having  its  crop 
destroyed  either  by  some  accident  of  the  seasons,  or  by  the  incursion  of  some  neighbor- 
ing baron,  might  be  suffering  all  the  horrors  of  a  famine  :  and  yet  if  the  lands  of  some 
hostile  lord  were  interposed  between  them,  the  one  might  not  be  able  to  give  the  least 
assistance  to  the  other.  Under  the  vigorous  administration  of  the  Tudors,  who 
governed  England  during  the  latter  part  of  the  fifteenth,  and  through  the  whole  of 
the  sixteenth  century,  no  baron  was  powerful  enough  to  dare  to  disturb  the  public 
security." 

Finally,  Fleetwood's  tables  give  the  prices  of  wheat  in  1453  at  5s.  4d.  and  in  1457 
at  7s.  8d.  per  quarter,  the  intermediate  year  1455  being  Is.  2d.  per  quarter,  all  being 
the  money  of  that  period,  not  of  Adam  Smith's  period. 

"  Coin  "  wants  to  make  it  appear  that  the  price  of  wheat  in  one  particular  year, 
1455,  was  due  to  the  shortage  of  money  at  that  time.  Let  us  apply  that  method  of 
reasoning  to  another  ca«e.  It  is  within  the  recollection  of  many  persons  now  living 
in  Illinois  and  Iowa  that  the  corn  crop  of  some  years  before  1860  would  not  pay  the 
cost  of  hauling  it  to  the  market,  and  consequently  that  it  was  consumed  for  fuel  on  the 
farms  or  sold  for  fuel  in  the  adjoining  towns.  I  have  been  warmed  by  such  fires  myself. 
And  this  occurred  at  a  time  which  Coin's  Financial  Fool  would  call  "bimetallic  ;" 
that  is,  prior  to  1873.  Now  the  price  of  coal  in  those  particular  years,  when  corn  was 
burned  for  fuel,  did  not  exceed  in  the  country  towns  $2.00  to  $2.50  per  ton.  It  was  a 
common  estimate  in  those  times  that  there  was  as  much  fuel  in  a  ton  of  corn  as  in  a 
ton  of  coal.  If  this  was  true,  the  value  of  corn  must  have  been  between  six  and  eight 
cents  per  bushel,  being  less  than  the  price  of  wheat  in  1455  as  quoted  by  Fleetwood. 
What  could  be  said  of  any  future  historian  who  should  take  that  for  the  true  price  of 
corn  in  Illinois  in  the  middle  of  the  19th  century  ? 

We  have  not  got  through  with  this  pretended  quotation  yet.  Beginning  where  we 
left  off  above,  it  continues  thus  : 

"  Population  dwindled,  and  commerce,  arts,  wealth  and  freedom  all  disappeared. 
The  people  were  reduced  by  poverty  and  misery  to  the  most  degraded  conditions  of 
serfdom  and  slavery.  The  disintegration  of  society  was  almost  complete.  History  re- 
cords no  such  disastrous  transition  as  that  from  the  Roman  Empire  to  the  Dark  Ages. 
The  discovery  of  the  new  world  by  Columbus  restored  the  volume  of  precious  metals, 
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brought  with  it  rising  prices,  enabled  society  to  reunite  its  shattered  links,  shake  off 
the  shackles  of  feudalism,  and  to  relight  and  uplift  the  almost  extinguished  torch  of 
civilization."— [Report  United  States  Monetary  Commission  of  1878.] 

There  was  a  monetary  commission  in  1878  composed  of  Reuben  E.  Fenton,  W.  S. 
Groesbeck,  Francis  A.  "Walker,  and  S.  Dana  Horton.  The  editor  of  the  Indianapo- 
lis Journal  looked  through  the  report  of  that  year,  and  finding  nothing  of  the  kind 
here  quoted,  pronounced  it  a  forgery.  Then  a  reply  was  made  by  "  Coin,"  or  some- 
body for  him,  that  1878  was  a  typographical  error ;  that  it  should  have  been  1876. 
That  meant  the  report  of  Senator  Jones,  of  Nevada,  and  his  commission.  So  the 
Journal  took  up  that  report,  and  discovered  that  the  last  sentence  in  the  paragraph, 
the  one  referring  to  Columbus  and  the  discovery  of  America,  the  only  thing  which 
gives  any  point  to  the  pretended  quotation,  is  itself  a  misquotation.  We  present  below 
the  sentence  as  it  stands  on  page  50  of  the  report,  and  as  it  stands  in  "  Coin's  Financial 
School " : 


REPORT,  PAGE  50. 

"Various  explanations  have  been  given 
of  this  entire  breaking  down  of  the  frame- 
work of  society,  but  it  was  certainly  coin- 
cident with  a  shrinkage  in  the  volume  of 
money,  which  was  also  without  historical 
parallel.'* 


coin's  financial  school. 
"  The  discovery  of  the  New  World  by 
Columbus  restored  the  volume  of  precious 
metals,  brought  with  it  rising  prices,  ena- 
bled society  to  reunite  its  shattered  links, 
shake  off  the  shackles  of  feudalism,  and  to 
relight  and  uplift  the  almost  extinguished 
torch  of  civilization." 


CHAPTER  II. 
OUR  FIRST  SILVER  DOLLAR. 

The  next  untruth  taught  in  "  Coin's  Financial  School "  is  that  the  silver  dollar  was 
the  monetary  unit  in  this  country  from  1792  to  1873.  In  order  to  make  this  more 
emphatic  he  gives  us  a  blackboard  with  the  figure  1  on  it,  this  being  calculated  to  carry 
conviction  to  the  school.  The  fact  is,  that  the  silver  dollar  was  the  monetary  unit  in 
this  country  before  1792,  but  never  afterwards.  It  was  made  such  by  the  Congress  of 
the  Confederation  in  1785.  This  was  the  silver  peso  or  pesata  of  Spain,  which  had  been 
in  circulation  in  the  colonies  more  than  a  hundred  years,  and  was  called  here  a  dollar. 

Now,  in  order  to  keep  one's  head  clear  it  must  be  borne  in  mind  that  the  word  unit 
means  one  thing,  not  two,  or  more  things  ;  also  that  there  are  several  different  kinds  of 
units,  as  a  unit  of  number,  a  unit  of  length,  a  unit  of  weight,  a  unit  of  value.  We 
will  now  quote  the  law  of  1792  verbatim  : 

"  That  there  shall  be,  from  time  to  time,  struck  and  coined  at  the  said  mint,  coins 
of  gold,  silver  and  copper  of  the  following  denominations,  values  and  descriptions, 
viz.  :  Eagles — each  to  be  of  the  value  of  ten  dollars  or  units,  and  to  contain  247  grains 
and  four-eighths  of  a  grain  of  pure,  or  270  grains  of  standard,  gold.  [Half  eagles  and 
quarter  eagles  of  corresponding  weights  and  fineness.]  Dollars  or  units — each  to  be  of 
the  value  of  the  Spanish  milled  dollar  as  the  same  is  now  current,  and  to  contain  371 
grains  and  four-sixteenths  of  a  grain  of  pure,  or  416  grains  of  standard,  silver. '' 

"Coin"  having  presented  the  unit  to  his  school  as  a  unit  of  number,  immediately 
changes  it  into  a  unit  of  value,  saying  :  "  Congress  adopted  silver  and  gold  as  money. 
It  then  proceeded  to  fix  the  unit.  That  is,  it  then  fixed  what  should  constitute  one 
dollar,  the  same  thing  that  the  mathematician  did  when  he  fixed  one  figure  from  which 
all  others  should  be  counted.  Congress  fixed  the  monetary  unit  to  consist  of  371^ 
grains  of  pure  silver  and  provided  for  a  ceTtain  amount  of  alloy  (baser  metal)  to  be  mixed 
with  it  to  give  it  greater  hardness  and  durability." 

Now  gold  and  silver  are  not  one  thing,  but  two  things.  If  "  Coin  "  had  said  :  "  Con- 
gress adopted  two  things  as  money  ;  it  then  proceeded  to  fix  the  one  thing,"  everybody 
could  have  seen  that  that  would  be  a  contradiction  of  terms.  Suppose  the  law  had  then 
provided  for  the  coinage  of  a  gold  dollar.  Could  anybody  say,  in  that  case,  that  the 
monetary  unit  was  the  silver  dollar  any  more  than  the  gold  dollar  ?  In  1849  Congress  did 
provide  for  coining  a  gold  dollar,  and  more  gold  dollars  were  actually  coined  after  that 
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date  than  all  the  silver  dollars  that  were  coined  from  the  beginning  of  the  government  till 
1873.  Yet  "  Coin"  tells  us  that  "  the  silver  dollar  still  remained  the  unit  and  continued 
so  until  1873."  If  the  silver  dollar  was  the  unit  what,  in  heaven's  name,  was  the  gold 
dollar  ? 

The  word  "  unit  "  as  used  in  the  law  meant  a  unit  of  number.  If  it  had  meant  a 
anit  of  value  bimetallism  could  not  have  been  established.  Suppose  the  law  had  said, 
"  apples  and  oranges  shall  be  legal  tender,  but  only  the  apple  shall  be  the  unit  of  value." 
That  would  have  been  a  contradiction  of  terms.  All  the  confusion  which  "  Coin"  has 
produced  arises  from  the  use  of  the  word  "unit "  in  two  different  ways,  first  as  a  unit  of 
number  and  second  as  a  unit  of  value.  "  Coin  "  exhibits  it  on  a  blackboard  as  a  unit 
of  number,  and  then  cunningly  asks  us  to  take  it  as  a  unit  of  value.  This  is  thimble- 
rigging— "  now  you  see  it  and  now  you  don't  see  it."  It  is  like  saying  on  one  page  of 
the  book  "  twice-one  is  one,"  and  on  the  next  page  "twice-one  is  two." 

Let  us  apply  one  more  test  to  this  quibble.  The  law  speaks  of  dollars  or  units.  This 
means  that  dollars  and  units  are  the  same  ;  consequently  we  may  reject  either  of  them 
without  changing  the  sense.  Let  us  throw  out  the  word  "  units  "  and  see  how  the  law 
would  read  :  "  Eagles,  each  to  be  of  the  value  of  ten  dollars  and  to  contain  247}£ 
grains  of  pure  gold  ;  dollars,  each  to  be  of  the  value  of  the  Spanish  milled  dollar  as  the 
same  is  now  current  and  to  contain  371^  grains  of  pure  silver."  This  makes  it  plain 
that  Congress  used  the  term  unit  as  the  "unit "  of  number,  as  "  Coin "  presented  it  on 
his  blackboard,  and  not  as  a  unit  of  weight,  or  of  length,  or  of  capacity,  or  of  value.  If 
we  wanted  a  unit  of  numskulls  we  should  not  have  to  look  far  to  find  him. 

But  this  American  silver  dollar  never  got  into  circulation  at  home.  The  Spanish 
dollar,  which  was  in  actual  circulation  here,  was  abraded  by  use  about  2%  grains.  New 
Spanish  dollars  were  worth  that  much  more.  It  was  soon  discovered  that  our  new  dol- 
lars would  pass  in  the  West  Indies  as  the  equivalent  of  new  Spanish  dollars.  Conse- 
quently they  ran  out  of  the  country  as  fast  as  they  were  coined,  went  to  the  West 
Indies,  where  brokers  collected  new  Spanish  dollars  in  exchange  for  them  and  sent  the 
latter  back  to  our  mint  to  be  recoined.  Every  100  new  Spanish  dollars  produced  101 
American  dollars,  and  none  of  the  latter  remained-  at  home  because  abraded  Spanish 
dollars  passed  equally  well  in  domestic  trade. 

That  was  the  reason  why  President  Jefferson  in  1805  gave  an  order  to  the  mint  to 
stop  coining  silver  dollars— an  order  which  remained  in  force  till  1836. 

v CHAPTER  ill. 
ANOTHER  FORGERY. 

At  this  point  in  the  exercises  we  read  that  "  Young  Medill  "  starts  up  (there  is  no 
■uch  person  as  young  Medill),  and  wants  to  know  why  it  was  that  a  great  many  foreign 
silver  coins  circulated  in  this  country  at  their  value  as  bullion  before  the  year  I860. 
•'  Coin  "  has  an  answer  ready  for  him.  "  It  had  all  been  made  legal  tender,"  he  says, 
f '  by  act  of  Congress.  We  needed  more  silver  than  we  had,  and  Congress  passed  laws 
making  all  foreign  silver  coins  legal  tender  in  this  country."  It  is  one  of  the  axioms  of 
the  silverites  that  coins  circulate  by  reason  of  their  legal  tender  faculty  and  hot  of  their 
metallic  value.  This  is  a  fundamental  proposition  in  "  Coin's  Financial  School." 
Hence,  when  confronted  by  the  fact  that  upwards  of  two  hundred  different  foreign 
silver  coins  circulated  in  this  country  prior  to  I860,  he  must  needs  tell  a  lie  to  account 
for  something  which  really  knocks  the  bottom  out  of  his  whole  system. 

"  Coin  "  quotes  the  law,  which  he  says  sustains  his  statement,  thus  : 

w  And  he  it  further  enacted,  that  from  and  after  the  passage  of  this  act  the  follow- 
ing foreign  silver  coins  shall  pass  current  as  money  within  the  United  States  and  be  re- 
ceivable by  tale  for  the  payment  of  all  debts  and  demands  at  the  rates  following,  that  ill 
to  say :  the  Spanish  pillar  dollars  and  the  dollars  of  Mexico,  Peru  and  Bolivia,  etc." 

The  act  referred  to  is  that  of  March  3,  1843.  The  lie  here  consists  in  the  insig- 
nificant **  etc.,"  which  is  intended  to  include  all  other  foreign  silver  coins  circulating  in 
the  United  States  prior  to  1860.    In  order  to  show  the  falsity  of  this  we  quote  the  j» 
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mainder  of  the  section  of  this  law,  which  is  left  to  the  reader's  imagination  in  the  inno- 
cent "  etc."  : 

"  Of  not  less  than  897-1,000  in  fineness  and  415  grains  in  weight,  at  100  cents  each, 
and  the  five-franc  pieces  of  France  of  not  4ess  than  900-1,000  in  fineness  and  384  grains 
in  weight,  at  93  cents  each. " 

By  putting  these  two  pieces  together  the  reader  will  see  that  the  only  foreign  silver 
coins  made  legal  tender  by  this  act  were  the  dollars  of  Spain,  Mexico,  Peru  and  Bolivia, 
and  the  five-franc  pieces  (not  the  smaller  coins)  of  France.  Yet  the  writer  says  that 
"it"  (meaning  the  foreign  silver  circulating  here  at  that  time),  "had  all  been  made 
Jegal  tender  in  the  United  States  by  act  of  Congress." 

The  truth  is  that  Congress  made  only  two  foreign  silver  coins  legal  tender,  the 
dollar  of  Spain  and  the  five-franc  piece  of  France.  The  Spanish  dollars  which  found 
their  way  hither  being  mostly  coined  in  the  Spanish- American  mints,  it  became  neces- 
sary, when  those  colonies  achieved  their  independence,  to  include  their  names  in  the 
list  in  order  to  avoid  ambiguity.  So  it  came  about  that  the  dollars  of  Mexico,  Central 
America,  Chili,  Peru  and  Bolivia  were  added  to  our  legal-tender  list  at  different  times. 
The  reason  why  the  dollars  of  Spain  and  the  five-franc  pieces  of  France  were  made 
legal  tender  was  that  they  were  here,  and  in  general  use  before  the  Constitution  was 
adopted,  the  former  having  been  the  money  of  the  colonies  and  the  latter  having  been 
introduced  in  large  quantities  by  the  French  armies  during  the  Revolutionary  war. 
The  French  coins  of  that  period  were  called  crowns. 

It  should  be  noticed  that  the  Spanish  and  Spanish-American  coins  smaller  than 
one  dollar  were  not  then  legal  tender  in  this  country.  People  whose  memory 
goes  back  of  1860,  will  recall  the  fact  that  the  bulk  of  the  Spanish  and  Mexican  coins, 
circulating  here,  were  the  halves,  quarters  and  eighths,  the  latter  being  known  in 
different  parts  of  the  country  as  the  York  shilling,  the  ninepence.  the  levy  and  the  bit, 
in  addition  to  which  there  were  English  shillings,  German  thalers  in  large  quantity  and 
variety,  besides  rix  dollars,  specie  dollars,  Danish  and  Dutch  coins.  Even  the 
rupees  of  India  were  quoted  on  the  coi^  chart  manuals  published  in  New  York  at  that 
time.  It  should  be  mentioned  also  that  new  Spanish  dollars,  fresh  from  the  mint, 
circulated  at  one  hundred  and  one  cents  each,  and  are  so  quoted  on  coin-chart  manuals 
of  that  period.  In  other  words,  they  parsed  fOT  one  cent  more  than  their  legal-tender 
value.  Why  was  this?  Because  their  buiu^n  value  was  more  than  a  dollar.  But  the 
coins  of  France  and  Spain  did  not  circulate  here  more  readily  than  those  of  Germany, 
Austria,  Holland,  Belgium  and  Denmark,  which  were  not  legal  tender. 

The  point  is  that  this  writer,  pretending  to  give  people  facts  which  few  persons 
are  familiar  with,  says  that  the  precious  metals  circulate  not  by  reason  of  their  value 
as  bullion,  but  because  of  their  legal-tender  quality,  and  when  asked  how  it  happened 
that  a  great  variety  of  foreign  coins  circulated  here  before  1860  at  their  bullion  value,  he 
•ays  that  they  were  all  legal  tender,  and  to  support  this  proposition  he  misquotes  a  law 
of  Congress.  In  order  to  give  due  solemnity  to  this  and  other  falsehoods  with  which 
the  book  abounds,  he  prints  next  after  his  title-page  this  text  of  Scripture  : 

"  I  thank  thee,  O  Lord  of  Heaven  and  Earth,  because  thou  hast  hid  these  things 
from  the  wise  and  prudent  and  hast  revealed  them  unto  babes.  Matthew,  chapter  xi., 
verse  25." 

Nobody  who  had  not  reached  mature  years  could  have  concocted  a  forgery  of  this 
recondite  and  misleading  character. 

More  op  the  same  kind. 

Directly  after  the  pretended  quotation  from  the  law  making  all  foreign  silver 
coins  legal-tender,  on  page  10,  "  Coin  "  speaks  of  a  scarcity  of  silver.  "  On  account  of 
the  scarcity  of  silver,"  he  says,  "  both  Jefferson  and  Jackson  recommended  that 
dimes,  quarters  and  halves  would  serve  the  people  better  than  dollars,  until  more 
silver  bullion  could  be  obtained.  This  was  the  reason  why  only  about  eight  million  of 
the  one  hundred  and  five  million  of  silver  were  coined  into  dollars. " 

This  is  pure  fiction.  Neither  Jefferson  nor  Jackson  ever  made  any  such  recom- 
mendation.    Nor  was  there  any  "  scarcity  of  silver  "  at  that  time.    The  reason  why 
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silver  dollars  were  not  coined  by  our  mint  between  1805  and  1836  has  already  been 
stated. 

Next  after  this  false  statement  about  Jefferson  and  Jackson  comes  the  fol- 
lowing : 

'*  During  this  struggle  to  get  more  silver,"  continued  "Coin,"  "France  made  a 
bid  for  it  by  establishing  a  ratio  of  \5%  to  1>  aQd  as  our  ratio  was  16  to  1,  this  made 
silver  in  France  worth  $1.03£  when  exchanged  for  gold,  and  as  gold  would  answer 
the  same  purpose  as  silver  for  money,  it  was  found  that  our  silver  was  leaving  us. " 

The  French  ratio  of  15£  to  1  was  established  in  1785,  and  was  merely  reenacted  in 
1803.  Our  ratio  of  15  to  1  was  established  in  1792,  and  that  of  16  to  1  in  1834.  So 
France  "  made  a  bid  "  for  our  silver  seven  years  before  we  had  any  ratio  or  any  coinage 
at  all,  and  forty-nine  years  before  we  had  the  ratio  that  "Coin"  says  enabled  her  to 
get  it  away  from  us.  Of  course,  she  did  this  in  the  spirit  of  prophecy,  or  with  the  eye 
of  faith.  For  this  reason,  says  "Coin,"  "it  was  found  that  our  silver  was  leaving 
us."  The  debates  in  our  Congress  on  the  act  of  1834  furnish  a  better  reason.  Our 
fathers  wanted  to  get  rid  of  their  heavy  and  bulky  silver  money  and  to  bring  gold  in 
its  place,  and  they  purposely  adopted  a  ratio  which  would  have  that  effect. 

CHAPTER  IV. 
A  FEW  NUGGETS. 
It  is  a  common  remark  among  those  who  have  been  taken  in  by  '  Coin's  Financial 
School'  that  the  writer  of  it  "  makes  everthing  so  plain."  The  Rev.  John  Jasper  had 
the  same  advantage  over  the  followers  of  Galileo,  when  he  said  "the  sun  do  move.' 
When  the  Rev.  J.  J.  pointed  to  the  orb  of  day  in  the  heavens,  everybody  could  see  that 
it  passed  slowly  from  east  to  west.  What  more  do  you  want  ?  What  better  evidence 
-could  you  have  than  that  of  your  eyes  ? 

The  Poor  Man's  Money. 

See  how  plain  the  young  man  makes  the  whole  subject  of  money  in  a  single  sentence 
on  page  8,  viz. :  "  Gold  was  considered  the  money  of  the  rich.  It  was  owned  principally 
by  that  class  of  people,  and  the  poor  people  seldom  handled  it,  and  the  very  poor  people 
seldom  ever  saw  any  of  it. " 

This  is  introduced  as  a  reason  why  (as  he  says)  Congress  in  1792  made  the  silver 
dollar  the  monetary  unit.  We  have  already  shown  that  Congress  did  nothing  of  the 
kind.  It  follows  that  Congress  never  advanced  any  such  reason,  but  "Coin,"  having 
introduced  it  in  this  deft  way,  recurs  to  it  at  frequent  intervals  as  a  settled  fact  that 
gold  is  the  rich  man's  money  and  silver  the  poor  man's  money,  Argal,  all  poor  men 
ought  to  be  in  favor  of  silver.  v_ 

This  is  very  plain  as  long  as  you  do  not  consider  what  the  poor  man  wants  money 
for.  If  he  wants  it  as  pay  for  his  services,  as  an  accumulation  for  sickness  and  a 
reliance  in  old  age,  he  wants  the  best  money  going,  not  the  worst.  If  poor  money  is 
the  right  thing  for  the  poor  man,  there  are  several  kinds  poorer  than  silver,  copper  for 
example.  This  was  once  legal  tender  and  it  had  a  legal  ratio  with  silver.  In  the  Roman 
republic  the  ratio  was  240  to  1,  and  the  contemporary  Greek  ratio  was  250  to  1.  Is 
there  any  more  reason  for  poor  men  having  poor  money  than  for  having  ragged  clothes, 
bad  flour  and  rancid  butter  ?  Is  there  any  reason  why  the  poor  should  not  have  the 
flame  standard  of  value  as  the  rich,  just  as  they  have  the  same  Bible,  the  same  sunlight, 
and  the  same  atmosphere  ?  For  it  is  not  the  mere  handling  of  gold  that  is  of  importance 
here,  but  the  value  of  the  thing  handled.  This  may  be  copper,  nickel,  silver,  or  paper, 
and  most  commonly  will  be  those  things,  since  our  people  do  not  like  to  carry  gold.  It 
wears  out  their  pockets  and  their  pockets  wear  out  the  gold.  So  long  as  the  various 
things  they  carry  will  bring  gold  on  demand,  and  so  long  as  a  stability  of  value  is 
secured  to  them  equal  to  that  of  gold  (be  the  same  more  or  less),  all  requirements  are 
satisfied.  It  will  be  easy  now  to  erase  every  suggestion  in  '  Coin's  Financial  School ' 
that  the  poor  man  needs  a  different  kind  of  money  from  the  rich  man,  and  when  these 
•re  all  erased  a  large  part  of  the  book  will  be  wiped  out. 
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Silver  as  a  Human  Being. 
The  next  piece  of  lucidity  we  find  is  akin  to  the  last.    It  is  on  page  16  : 
"  It  [Congress]  then  deprived  silver  of  its  right  to  unrestricted  free  coinage  and 
destroyed  it  as  legal  tender  money  in  the  payment  of  debts,  except  to  the  amount  of  five 
dollars." 

This  is  accompanied  with  a  picture  of  Senator  Sherman  cutting  off  the  head  of  a 
woman  called  silver,  whose  blood  spouts  in  every  direction — a  valuable  aid  to  a  people 
earnestly  seeking  to  know  the  truth  about  a  momentous  public  question.  To  all  such 
let  it  be  said  that  silver  is  not  a  woman,  that  it  is  not  a  human  being,  that  it  is  not  even 
an  animal,  and  hence  that  it  has  no  more  "rights"  than  a  head  of  cabbage  and  that 
nobody  but  a  cabbage  head  would  be  deceived  by  such  nonsense.  Yet  a 
considerable  part  of  "Coin's"  collection  of  funny  pictures  and  comic  literature 
Is  made  up  of  hints,  suggestions  and  assertions  that  silver  has  been  treated  with 
cruelty  and  opprobrium,  while  gold  has  been  petted  and  pampered.  If  we 
ihould  say  that  corn  has  been  mostly  banished  to  the  cattle-yard  and  pig-pen,  while  wheat 
has  been  elevated  to  the  kitchen  and  dining-room,  and  should  make  this  the  foundation 
of  a  demand  for  equal  rights  for  cereals,  the  logic  would  be  the  same.  What  sort  of 
conception  can  anybody  have  of  the  intelligence  of  the  American  people  who  thinks 
that  their  blood  can  be  stirred  by  a  picture  of  silver  as  Cock  Robin  in  the  throes  of  death 
from  an  arrow  shot  by  gold  ?  This  is  called  making  the  science  of  finance  clear  to  the 
common  people,  just  as  the  Rev.  John  Jasper  did  with  the  science  of  astronomy. 

"Bimetallism,  1872." 
The  next  contribution  to  clearness  is  a  picture  representing  "Bimetallism  1872  "  and 
"Monometallism  1894,"  the  former  showing  the  workingman  and  his  little  child  in 
%  high  state  of  prosperity  and  contentment,  and  the  latter  showing  him  in  the  last  ex- 
treme of  famine  and  wretchedness.  This  does  not  require  much  notice.  The  printer's 
devil  might  have  changed  the  labels,  in  which  case  the  pictures  would  have  served 
equally  well  so  far  as  any  intellectual  purpose  goes.  But  one  fact  ought  to  te  borne  in 
mind.  In  1872  we  had  neither  silver  nor  gold.  There  was  no  "  metallism  "  in  it. 
Specie  payments  were  not  restored  till  seven  years  later.  Therefore  the  label  "  Bi- 
metallism 1872  "  is  itself  a  lie,  without  regard  to  the  condition  of  trade  and  industry  at 
that  time.  This  was,  in  fact,  quite  as  bad  as  it  was  in  1894,  being  on  the  eve  of  one  of 
the  most  disastrous  panics  in  our  history, 

CHAPTER  V. 
THE  "CRIME  OP  1873." 

The  next  statement  of  importance  is  on  page  20,  where  it  is  said  that  "silver  was 
demonetized  secretly." 

It  is  not  generally  easy  to  prove  a  negative,  but  it  can  be  done  in  this  case,  because 
there  is  no  way  to  pass  a  law  secretly  in  the  Congress  of  the  United  States.  Every  bill 
must  be  printed  and  must  be  read  publicly  in  each  branch.  These  proceedings  are  in- 
compatible with  secrecy.  This  bill  was  printed  thirteen  times  in  the  course  of  its  pas- 
sage through  Congress,  and  the  proceeedings  on  it  occupy  144  columns  of  the  Con- 
grmional  Olobe,  which  was  published  daily  during  the  session.  That  does  not  look 
much  like  secrecy. 

When  this  charge  is  disproved,  it  is  varied  slightly  by  saying  that  the  demonetiza- 
tion of  silver  was  accomplished  silently,  by  the  mere  omission  of  the  dollar  from  the 
list  of  authorized  coins,  and  that  this  omission  was  not  noticed.  By  whom  was  it  not 
noticed  ?  This  law  was  passed  twenty-two  years  ago.  Men  are  now  voters  who  were 
not  born  at  that  time.  Of  course  it  was  not  noticed  by  them.  Neither  law  nor  custom 
requires  that  the  particular  clauses  of  bills  in  Congress  should  be  noticed  by  people 
who  are  not  members  of  Congress.  The  clause  in  question  was  not  a  mere  omission  of 
one  coin  from  a  list  of  coins.  As  the  bill  passed  the  House  and  went  to  the  Senate  it 
was  in  these  words : 

"  That  the  silver  coins  of  the  United  States  shall  be  a  dollar,  a  half-dollar  or  fifty- 
cent  piece,  a  quarter-dollar  or  twenty-five-cent  piece,  a  dime  or  ten  cent  piece  ;  and  the 
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weight  of  the  dollar  shall  be  384  grains  :  the  half  dollar,  quarter  dollar,  and  dime  shall 
be  respectively  one-half,  one-quarter  and  one-tenth  of  the  weight  of  said  dollar,  which 
coins  shall  be  a  legal  tender  for  their  nominal  value  for  any  amount  not  exceeding  five  dol- 
lars in  any  one  payment.1' 

Another  section  of  the  bill  provided  that  no  other  silver  coins  than  these  should  be 
issued  from  the  mint.  And  a  third  clause  said  that  the  gold  dollar  should  be  the  unit 
of  value.  Here  were  three  distinct  notifications,  and  each  was  sufficient  to  call  atten- 
tion to  the  fact  that  all  silver  coins  were  hereafter  to  be  subsidiary  and  not  full  legal 
tender.  But  attention  was  called  to  it  in  other  ways.  Four  members  of  the  House 
(Clarkson  N.  Potter,  W.  L.  Stoughton,  Samuel  Hooper,  and  Wm.  D.  Kelley)  dis- 
cussed the  omission  of  the  silver  dollar  and  the  consequent  establishment  of  the  single 
gold  standard  in  the  House  on  the  9th  of  April,  1872. 
Mr.  Hooper  said  : 

"  As  the  value  of  the  silver  dollar  depends  on  the  market  price  of  silver,  which 
varies  according  to  the  demand  and  supply,  it  is  now  intrinsically  worth,  as  before 
stated,  about  three  cents  more  than  the  gold  dollar.  By  the  act  of  January  18,  1837, 
the  standard  of  the  silver  coins  was  increased  to  nine  hundred  thousandths  fine,  which 
reduced  the  weight  of  the  dollar  from  four  hundred  and  sixteen  to  four  hundred  and 
twelve  and  a  half  grains ;  the  amount  of  pure  silver,  however,  remained  the  same, 
namely,  three  hundred  and  seventy-one  and  one-fourth  grains.  The  committee,  after 
careful  consideration,  concluded  that  twenty-five  and  eight-tenths  grains  of  standard 
gold  constituting  the  gold  dollar  should  be  declared  the  money  unit  or  metallic  repre- 
sentative of  the  dollar  of  account." — Congressional  Olobe,  2d  Session,  42d  Congress, 
page  2305. 

*  *  *  *  #  #  *  * 

"Section  sixteen  re-enacts  the  provisions  of  existing  laws  defining  the  silver  coins 
and  their  weights  respectively,  except  in  relation  to  the  silver  dollar,  which  is  reduced 
in  weight  from  four  hundred  and  twelve  and  a  half  to  three  hundred  and  eighty-four 
grains,  thus  making  it  a  subsidiary  coin  in  harmony  with  the  silver  coins  of  less  denomina- 
tion, to  secure  its  concurrent  circulation  with  them.  The  silver  dollar  of  four  hundred 
and  twelve  and  a  half  grains,  by  reason  of  its  bullion  or  intrinsic  value  being  greater  than 
its  nominal  value,  long  since  ceased  to  be  a  coin  of  circulation,  and  was  melted  by  man- 
ufacturers of  silverware.  It  does  not  circulate  now  in  commercial  transactions  with 
any  country,  and  the  convenience  of  those  manufacturers  in  this  respect  can  better  be 
met  by  supplying  small  standard  bars  of  the  same  standard,  avoiding  the  useless  ex- 
pense of  coining  the  dollar  for  that  purpose.  The  coinage  of  tne  half  dime  is 
discontinued  for  the  reason  that  its  place  is  supplied  by  the  copper-nickle  five-cent 
piece,  of  which  a  large  issue  has  been  made,  and  which,  by  the  provisions  of  the  act 
authorizing  its  issue,  is  redeemable  in  United  States  currency." — Ibid.,  2306. 

Mr.  Stoughton  said  : 
Aside  from  the  three-dollar  gold  piece,  which  is  a  deviation  from  our  metrical  ratio, 
and  therefore  objectionable,  the  only  change  in  the  present  law  is  in  more  clearly 
specifying  the  gold  dollar  as  the  unit  of  value.  This  was  probably  the  intention  and, 
perhaps  the  effect  of  Act  of  March  3d,  1849,  but  it  ought  not  to  be  left  to  inference  or 
implication.  The  value  of  silver  depends,  in  a  great  measure,  upon  the  fluctuations  of 
the  market,  and  the  supply  and  demand.  Gold  is  practically  the  standard  of  value 
among  all  civilized  nations,  and  the  time  has  come  in  this  country  when  the  gold  dollar 
should  be  distinctly  declared  to  be  the  coin  representative  of  the  money  unit." — Ibid.,  page 
2308. 

Mr.  Potter  said  : 

"  Then,  in  the  next  place,  this  bill  provides  for  the  making  of  changes  in  the  legal 
tender  coin  of  the  country,  and  for  substituting  as  legal  tender  coin  of  only  one  metal 
instead  as  heretofore  of  two.  I  think  myself  this  would  be  a  wise  provision,  and  that 
legal  tender  coins,  except  subsidiary  coins,  should  be  of  gold  alone  ;  but  why  should 
we  legislate  on  this  now  when  we  are  not  using  either  of  those  metals  as  a  circulating 
medium  ?  The  bill  provides  also  for  a  change  in  respect  of  the  weight  and  value  of  the 
silver  dollar,  which  I  think  is  a  subject,  which  when  we  come  to  require  legislation  at 
all,  will  demand  at  our  hands  very  serious  consideration,  and  which,  as  we  are  not 
using  such  coin  for  circulation  now,  seems  at  this  time  to  be  an  unnecessary  subject 
about  which  to  legislate."— Ibid.,  page  2310. 

Mr.  Kelley  said  : 

"  I  wish  to  ask  the  gentleman  who  has  just  spoken  (Mr.  Potter)  if  he  knows  of  any 
government  in  the  world  which  makes  its  subsidiary  coinage  of  full  value  ?  The  silver 
coin  of  England  is  ten  per  cent,  below  the  value  of  gold  coin.  And,  acting  under  the 
advice  of  the  experts  of  this  country,  and  of  England  and  France,  Japan  has  made  her 
silver  coinage,  within  the  last  year,  twelve  per  cent,  below  the  value  of  gold  coin,  and 
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for  this  reason  :  It  is  impossible  to  retain  the  double  standard.  The  values  of  gold  and 
silver  continually  fluctuate.  You  cannot  determine  this  year  what  will  be  the  relative 
values  of  gold  and  silver  next  year.  They  were  fifteen  to  one  a  short  time  ago  ;  they 
are  sixteen  to  one  now. 

"  Hence  all  experience  has  shown  that  you  must  have  one  standard  coin,  which  shall 
be  a  legal  tender  for  all  others,  and  then  you  may  promote  your  domestic  convenience 
by  having  a  subsidiary  coinage  of  silver,  which  shall  circulate  in  all  parts  of  your 
country  as  legal  tender  for  a  limited  amount,  and  be  redeemable  at  its  face  value  by 
your  government." — Ibid.,  page  2316. 

The  proposed  dollar  of  384  grains,  which  had  been  inserted  in  the  bill  because  it 
was  exactl  y  the  weight  of  two  half  dollars,  and  almost  exactly  the  weight  of  the 
French  five-franc  piece,  was  stricken  out  by  the  Senate,  and  the  trade  dollar  of  420 
grains  was  inserted  in  its  place.  This  was  a  coin  intended  to  circulate  in  China.  It 
was  considered  to  be  a  convenient  ingot  for  the  sale  of  American  silver  to  Oriental 
countries,  and  was  made  a  little  heavier  than  the  Mexican  dollar  in  order  to  supersede 
that  coin  in  the  far  East. 

The  law  of  1873  was  not  passed  secretly  or  silently  or  without  due  consideration 
The  silver  dollar  was  an  obsolete  coin.  Not  one  man  in  ten  of  mature  years  had  ever  seen 
one.  It  was  worth  two  or  three  cents  more  than  the  gold  dollar.  Nobody  could  anti- 
cipate that  it  would  ever  be  worth  less  than  the  gold  dollar.  The  law  of  1873  was 
enacted  by  the  people  of  the  United  States,  in  the  only  way  they  ever  enact  a  law.  It 
has  remained  on  the  statute  book  nearly  a  quarter  of  a  century  and  several  direct 
attempts  to  repeal  it  have  failed.  During  this  interval  silver  has  fallen,  as  compared 
with  gold,  more  than  one-half.  During  this  interval  all  the  business  of  the  nation  has 
been  adjusted  to  the  gold  standard.  Indeed,  it  had  been  on  the  gold  basis  in  practice 
ever  since  1834,  except  during  the  suspension  of  specie  payments.  The  whole  of  the 
national  bonded  debt  had  been  contracted  on  the  gold  basis,  in  law  as  well  as  in  fact, 
having  been  refunded  subsequently  to  the  Act  of  1873. 

.N  ow  it  is  proposed  to  change  the  character  of  the  dollar  so  that  public  and  private 
debts  may  be  paid  with  half  of  what  was  promised.  That  is  so  manifestly  dishonest 
that  when  the  advocates  of  the  policy  are  pushed  pretty  sharply ,  they  say  that  prices 
have  fallen  so  that  the  half  dollar  is  worth  as  much  as  the  whole  dollar  was  in  1873. 
Suppose  this  were  true,  what  about  debts  that  were  contracted  on  the  gold  basis 
yesterday  ?  There  has  been  no  great  decline  in  the  prices  of  commodities  in  that  time. 
Moreover,  people  did  not  agree  to  pay  and  receive  commodities,  but  dollars.  The 
question  in  the  forum  of  morals  is  not  what  a  dollar  will  buy,  but  what  a  dollar  is.  A 
time  may  come  when  a  dollar  will  not  buy  as  many  useful  things  as  it  would  in  1873. 
Suppose  in  that  case,  that  creditors  should  say  that  when  they  made  their  contracts,  a 
dollar  would  buy  twice  as  many  useful  articles  as  it  will  now,  and  ask  Congress  to 
pass  a  law  making  the  dollar  twice  as  large  as  before.  What  sort  of  answer  would 
they  receive  ?  The  fitting  answer  would  be  that  the  government  had  chosen  the  most 
stable  thing  it  could  find  to  serve  as  the  material  for  the  dollar  ;  that  it  never  intended 
to  guarantee  the  purchasing  power  of  the  dollar  in  terms  of  any  other  article  or  articles 
and  that  any  attempt  to  do  so  in  the  interest  of  a  class  would  be  dishonest.  Equally 
dishonest  is  the  demand  that  the  dollar  be  changed  in  the  interest  of  another  class. 

CHAPTER  VI. 
THE  DEBATE  WITH  LYMAN  J.  GAGE. 

We  shall  now  examine  something  which  has  the  outward  semblance  of  an  argu- 
ment. It  is  that  part  which  embraces  the  colloquy  with  Mr.  L.  J.  Gage.  Mr.  Gage, 
says  "  Coin,"  asked  the  question  :  "How  can  you  have,  at  any  fixed  ratio,  the  same 
commercial  value  on  two  separate  metals  that  are  from  time  to  time  varying  in  the 
quantity  of  each  produced  ?  "  To  which  "  Coin  "made  an  elaborate  answer,  beginning 
thus  : 

"  When  the  mints  of  the  world  are  thrown  open  and  the  governments  say,  'We 
will  take  all  the  silver  and  gold  that  comes,'  an  unlimited  demand  is  established.  The 
supply  is  limited.  Now,  with  an  unlimited  demand  and  a  limited  supply,  there  is 
nothing  to  stop  the  commercial  value  of  the  two  metals  going  up  in  the  market  except 
*he  governments  saying  :    '  Hold  on — these  metals  are  for  money — we  fix  the  value  at 
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which  they  circulate.  This  unlimited  demand  is  for  silver  at  $1  for  371£  grains,  and  $1 
for  23  2-10  grains  of  gold — we  stamp  those  into  dollars  respectively  in  those  quanti- 
ties." 

Observe  first  that  "  the  mints  of  the  world  "  (not  any  less  number)  are  to  be  thrown 
open  in  order  to  create  an  unlimited  demand.  Mr.  Gage's  attention  being  thus  fixed, 
"  Coin  "  continued  : 

"England  demonetized  silver  in  1816,  but  as  Germany,  France  and  the  Latin  Union 
and  the  United  States  had  their  mints  open  to  the  free  coinage  of  silver  and  gold,  the 
demand  thus  created  was  sufficient  to  maintain  the  parity  (equal  value)  of  the  two  metals 
and  the  action  of  England  had  no  effect  on  the  price  of  silver." 

Then  he  says  that  the  United  States  demonetized  silver  in  February,  1873,  and  was 
followed  by  Germany  in  July,  1873— the  fact  being  that  Germany  did  it  on  the  23d  of 
November,  1871— that  France  and  the  Latin  Union  did  it  in  1874,  and  India  in  1893, 
which  accounts  for  the  decline  in  the  price  of  that  metal.  Next  we  have  a  table  of  the 
market  ratios  of  silver  and  gold  from  1687,  when  it  was  14.94,  to  1873,  when  it  was 
15.92,  to  show  how  steady  they  had  been  before  the  latter  date. 

"  You  will  see  from  this  table,"  continued  "  Coin,"  '•  that  from  1687  to  1873  the 
commercial  ratio  of  the  two  metals  was  never  lower  than  1  to  14.14  and  never  higher 
than  1  to  16.25,  a  variation  of  only  about  two  points." 

What  is  meant  by  "  two  points  "  ?  They  are  spoken  of  as  something  quite  trivial. 
Bear  in  mind  that  the  whole  question  is  this  :  What  deviation  of  the  market  ratio 
from  the  legal  ratio  will  suffice  to  carry  one  or  other  of  the  metals  out  of  cir- 
culation and  have  us  going  on  one  leg,  as  "Coin"  is  fond  of  putting  it  f 
The  difference  between  14.14  and  16.25  is  exactly  15  per  cent.  Is  this  a 
trivial  matter  ?  Under  modern  conditions  of  trade  a  premium  of  one-tenth  of 
one  per  cent,  is  sufficient  to  carry  either  one  of  the  metals  to  the  melting-pot  or  to  foreign 
countries.  Mr.  Robert  Giffen  says  that  a  much  smaller  premium  than  the  one  we  have 
named  will  suffice  to  carry  gold  out  of  circulation.  A  fortiori  the  "two  points  "  which 
"  Coin  "  juggles  into  the  reader's  mind  as  something  quite  insignificant  would  constitute 
an  absolutely  impassable  barrier  to  bimetallism.  But  the  effect  was  paralyzing  to  the 
intellect  of  Mr.  Gage,  who  replied  that  this  steadiness  of  only  two  points  variation  "has 
been  due  to  the  enlarged  use  of  these  two  metals  as  money  under  a  free-coinage  law 
adopted  by  the  principal  nations  of  the  world." 

Observe  that  "  the  mints  of  the  world"  have  dwindled  to  "  the  principal  nations  of 
the  world,"  without  particular  designation.  Having  got  Gage  to  admit  more  than 
"  Coin"  had  contended  for,  the  latter  continued  thus  : 

"  Then,  Mr.  Gage,  said  "  Coin,"  "we  agree,  do  we  not,  that  the  commercial  value 
of  silver  and  gold  can  be  maintained  at  par  on  a  fixed  ratio  at  15£  to  1,  or  16  to  1,  if 
their  free  coinage  is  provided  for  by  the  same  nations  that  had  such  a  law  in  1873  ?  " 
"  Yes,"  said  Mr.  Gage,  "we  agree  thus  far." 

Here  "  the  mints  of  the  world,"  with  which  this  lecture  began,  and  which  if 
thrown  open  to  both  metals  would  create  "an  unlimited  demand"  for  both 
have  shrunk  again.  A  moment  ago  they  were  the  principal  nations  of  the 
world.  Now  they  are  "  the  same  nations  that  had  such  a  law  in  1873,"  i.  e.,  the  United 
States  and  the  Latin  Union  !    This  is  the  reverse  process  of  Falstaff's  men  in  buckram. 

This  is  the  proper  place  for  introducing  a  letter  written  by  Mr.  Gage  himself  to  the 
New  York  Evening  Post,  viz.  : 

"  Holland  House, 

"  New  York,  April  8, 1895. 
"  To  the  Editor  op  The  Evening  Post  : 

"  Sir  :  In  answer  to  your  inquiry  about  '  Coin's  Financial  School,'  and  my  name 
as  it  appears  in  a  certain  lecture  described  therein,  I  beg  to  say  that  I  never  attended 
any  such  lecture,  that  I  never  asked  any  such  questions,  or  made  any  such  answers,  as 
are  there  set  forth.  It  is  a  fabrication  from  beginning  to  end.  I  have  had  many  letters 
from  all  parts  of  the  country  inquiring  whether  or  not  I  was  correctly  reported  in  the 
alleged  discussion,  all  of  which  I  have  answered  in  the  negative.  It  is  time  the  truth 
was  put  on  foot  to  overtake  the  lie.  Truly  yours, 

L.  J.  Gage." 
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Another  Fib. 

Before  leaving  this  lecture  we  will  notice  one  other  falsification  (on  page  30). 
Speaking  of  various  laws  which  have  aided  to  depress  silver,  he  mentions  "  the  law  of 
1878  authorizing  and  sanctioning  notes,  bonds,  and  mortgages  to  be  taken  payable  in 
gold  only."  This  latter,  says  "'  Coin,'  is  a  clause  in  the  Bland- Allison  act.  ...  It 
discriminates  against  all  our  other  forms  of  money  and  allows  the  creditor  to  dictate 
that  his  credits  shall  be  payable  in  gold." 

The  clause  in  question  made  no  difference  whatever  in  the  status  of  debtor  and 
creditor,  or  in  that  of  silver  and  gold.  The  Supreme  Court  had  decided  long  before  this 
time  that  the  right  to  make  a  contract  payable  in  gold,  or  in  any  other  kind  of  money 
that  the  parties  might  choose,  was  a  constitutional  right,  and  that  such  contracts  were 
enforceable  according  to  their  terms.  The  Bland-Allison  act,  therefore,  merely  con- 
formed to  the  fundamental  law  of  the  land  when  it  said  that  the  silver  dollars  coined 
under  it  should  be  legal  tender  "  except  where  otherwise  expressly  stipulated  in  the  con- 
tract." Therefore  the  statement  that  the  act  in  question  "discriminates  against  all  our 
other  forms  of  money  "  is  another  lie  added  to  an  already  extensive  assortment. 

CHAPTER  VII. 
"COIN "ENLISTS  IN  THE  CAVALRY. 

In  his  third  lecture  "  Coin  "  explains  what  he  means  by  an  "  unlimited  demand  " — 
that  is,  an  unlimited  demand  created  by  the  Government.  On  page  47  he  tells  us  that 
Mr.  John  R.  Walsh,  president  of  the  Chicago  National  Bank,  occupied  a  seat  near  the 
front  and  asked  the  question  :  "  How  can  the  Government,  by  passing  a  law,  add  a 
cent  to  the  value  of  a  commodity  ?  "  To  which  the  following  reply  was  made  by  the 
lecturer  : 

"  Suppose."  said  "  Coin,"  "that  Congress  should  pass  a  law  to-morrow  authorizing 
the  purchase  by  the  Government  of  100,000  cavalry  horses  of  certain  sizes  and 
qualities,  and  the  Government  entered  the  market  to  get  these  horses.  Horses  would 
advance  in  value,  not  only  the  kind  of  horses  desired,  but  also  other  horses  upon  which 
there  would  be  a  demand  to  take  the  place  of  the  horses  sold  to  the  Government." 

Here  we  are  favored  with  a  picture  of  horses  as  an  aid  to  the  understanding. 

This  reply  seemed  conclusive  to  the  audience,  for  it  was  followed  by  a  clapping 
of  hands,   and  poor  Walsh  had  nothing  to  say  for  himself  till  some  time  later. 

Now  let  us  test  this  proposition  by  a  recent  event  in  our  own  history. 

In  the  year  1890  the  silver-men  in  Congress  said  to  their  opponents :  "  Give  us  a 
law  authorizing  the  purchase  by  the  Government  of  4,500,000  ounces  of  silver  each 
month.  This  will  create  a  demand  and  cause  the  price  to  advance."  Senator 
Jones  of  Nevada  said  it  would  cause  silver  to  advance  to  par,  i.  e.,  $1.29.29  per  ounce, 
the  price  then  being  1.07  per  ounce. 

Congress  did  what  the  silver -men  asked  it  to  do.  And  what  was  the  result  ?  There 
was  a  brief  speculation  in  silver.  The  price  rose  from  $1.07  to  $1.16  per  ounce.  The 
government  began  in  the  middle  of  August  buying  4,500,000  ounces  per  month,  and 
the  price  began  to  fall. 

And  this  is  the  way  it  went  down ;  the  quotations  are  taken  from  the  Mint 
Reports : 

PRICE  PER   OUNCE. 

May $0.97       Feb $0.90  1893. 

June 0.98       Men 0.87       Jan $0.84 


Sept.. 

1890. 

ftl  1fi 

Oct 1.08 

Nov 1  na 

Dec... 

...  1.05 

Jan.. 

1891. 

...  1.05 

Feb.. 

...  0.99 

Men.. 

...  0.98 

Apl.., 

...  0.97 

July 1.00       Apl 0.86       Feb 0.84 

Aug 0.99       May..  0.87       Mch 0.83 

Sept 0.98       June 0.88       Apl 0.83 

Oct 0.97       July 0.86       May 0.83 

Nov 0.95       Aug 0.83       June 0.81 

Dec 0.95       Sept 0.83       July 0.72 

Oct 0.85       Aug 0.74 

1892.  Nov 0.85       Sept 0.74 

Jan 0.93       Dec 0.84       Oct - 0.73 


During  this  time  the  Government  has  bought  168,674,682  ounces  of  silver,  at  a 
cost  of  $155,931,002  gold,  and  the  price  declined  a  little  more  than  one  cent  per 
ounce  per  month  average.  In  October,  1893,  the  buying  was  stopped  by  the  repeal  of 
the  Purchase  Act. 

The  Cavalry  put  to  Flight. 

Now,  this  result  is  exactly  the  opposite  of  what  "Coin"  taught  Walsh  and  his 
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othe*  victims  to  expect  when  he  spoke  of  the  government  buying  cavalry  horses. 
Why  did  the  price  of  silver  decline  when  the  government's  purchases  increased? 
Because  the  supply  increased  also,  and  because  the  public  knew  that  the  purchases 
must  stop  some  time,  just  as  purchases  of  cavalry  horses  stop  some  time.  The  supply 
of  cavalry  horses  would  increase  in  like  manner  after  a  while.  It  takes  five  years 
to  produce  a  cavalry  horse.  During  five  years  we  might  expect  a  considerable  advance 
in  the  price  of  horses  if  the  government's  purchases  were  steady,  but  at  the  end  of 
that  time  the  supply  would  equal  the  demand,  and  the  price  would  fall  back  to  the 
place  of  beginning. 

Really  the  figure  of  speech  adopted  by  "Coin"  is  deceptive  in  another  way. 
Free  coinage,  which  he  aims  at,  does  not  imply  any  purchases  by  the  government 
at  all.  Therefore  all  his  talk  about  the  government  buying  cavalry  horses  is 
fustian. 

This  is  a  suitable  place,  however,  to  say  that  free  coinage  of  both  gold  and  silver 
does  not  create  an  unlimited  demand  for  both  metals.  It  does  not  even  change  the 
pre-existing  demand  except  for  one  purpose — that  of  paying  pre-existing  debts. 
After  this  temporary  purpose  is  achieved,  then,  supposing  that  the  ratio  is  really 
effectual,  and  that  the  two  metals  are  at  a  parity  in  the  market,  the  general  preference 
for  gold,  arising  from  its  convenience  in  all  commercial  transactions  which  call  for 
the  use  of  a  money  metal,  will  be  as  strong  after  bi-metallism  as  before.  Banks  and 
individuals  who  have  to  transfer  metal  and  to  store  it  and  take  care  of  it  will  pay 
a  premium  for  it  equal  to  the  extra  cost  of  handling  silver,  and  when  a  premium 
is  paid  for  one  of  the  metals,  bi-metallism  no  longer  exists. 

This  is  on  the  supposition  that  the  ratio  agreed  upon  is  so  near  the  market  ratio 
that  we  "start  fair."  That  ratio  would  be  about  32  to  1.  If  we  do  not  start  fair 
we  shall  stumble  at  the  first  step.  There  will  be  an  immediate  grab  for  gold,  and 
bimetallism  will  be  dead  before  it  is  born.  But,  it  is  asked,  what  could  anybody 
do  with  gold  except  to  pay  his  debts  with  it?  He  could  use  it  to  make  new  bar 
gains  on  a  gold  basis.  It  is  admitted  that  the  law  can  compel  people  to  take 
silver  or  copper  or  anything  else  for  past  debts.  Our  history  has  many  lamentable 
examples  where  the  law  compelled  people  to  accept  much  less  than  they 
had  bargained  for— continental  money  for  example.  But  it  is  firmly  denied  that  the 
law  can  compel  people  in  this  country  to  make  future  bargains  in  silver  if  they  prefer 
to  make  them  in  gold. 

Continuing  this  lecture,  we  come  to  the  following  statement  (page  52) : 
^  "  The  demonetization  of  silver  destroyed  one-half  of  the  redemption  money  of  the 
United  States.     It  did  it  in  this  way:  By  making  gold  the  unit  and  closing  the  mints 
to  silver,  it  lessened  the  demand  for  silver,  and  its  commercial  value  at  once  began  to 
depreciate  as  measured  in  gold." 

The  demonetization  of  silver  did  not  destroy  a  dollar  of  redemption  money,  because 
there  was  none  at  that  time  of  either  silver  or  gold.  There  can  be  no  redemption 
money  without  redemption.  Even  if  we  had  been  redeeming  our  greenbacks  at  that 
time,  we  should  not  have  redeemed  any  with  silver,  because,  as  "  Coin  "  tells  us  on 
page  19: 

"  At  the  time  the  United  States  demonetized  silver,  in  February,  1873,  silver  as 
measured  in  gold  was  worth  $1.02." 

Is  it  likely  that  the  government  would  have  bought  silver  at  2  per  cent,  premium 
to  redeem  its  greenbacks  with  when  it  could  redeem  them  with  gold  at  par?  That  is 
what  "  Coin  "  wants  his  scholars  to  believe. 

"  Here  Mr.  Walsh  arose  again,  and  Coin  paused  to  hear  the  question"  (page  54). 
This  seems  to  be  the  proper  place  to  insert  Mr.  Walsh's  denial  that  he  ever  asked 
any  questions. 
"To  the  Editor  of  the  N.  Y.  Evening  Post  : 

"Sir.— I  am  very  glad  that  your  inquiry  of  April  9  gives  me  an  opportunity 
to  correct  any  misapprehension  that  might  be  caused  by  the  use  of  my  name  in  the  book 
called  'Coin's  Financial  School.'  I  never  attended  any  of  the  lectures  referred  to  in 
that  book,  and  therefore,  could  not  have  used  the  language  with  which  I  am  credited. 

John  R.  Walsh. 
Chicago,  April  11." 
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CHAPTER   VIII. 
COIN'S  SERIES  OF  EXPLOSIONS. 

The  next  thing  in  order  is  "  Coin's  "  lecture  on  panics  illustrated  by  cuts.  He 
arranges  a  series  of  parallelograms  divided  into  sections,  one  above  another,  the  lowest 
section  being  marked  "  Primary  money,"  the  next  highest  "Credit  money,"  the  next 
"  Checks,  drafts  and  bills  of  exchange,"  and  the  highest  of  all  "  Notes,  bonds,  mort- 
gages and  accounts,"  in  order  to  show  the  genesis  of  panics  and  how  explosions  take 
place  when  the  three  upper  sections  become  too  much  expanded  in  proportion  to  the 
lower  one.  No  mention  is  made  of  the  panic  of  1873,  which  came  at  a  time  when  we 
were  not  using  any  primary  money  at  all. 

With  much  affectation  of  learning  spread  over  three  pages,  we  are  led  up  to  this 
proposition  (page  58) : 

"  Finally  the  silver-men,  pushing  their  cause,  forced  the  declaration  from  the 
administration  that  all  paper  was  redeemable  in  gold  and  silver  at  the  option  of  the 
holder.  This  meant  that  they  [sic]  demanded  the  most  favored  and  valuable  of  the 
two — gold.  The  government  had  stored  most  of  the  silver  and  issued  paper  money  on 
it  which  was  declared  to  be  redeemable  in  gold.  This  cut  the  base  of  the  column  half 
in  two  and  left  us  with  only  half  a  foundation  for  our  financial  system." 

Thus,  we  are  told,  the  financial  crisis  of  1890  (the  Baring  crisis)  was  produced,  and 
this  is  illustrated  by  an  explosion  so  destructive  that  gold  itself  disappears  in  the 
picture,  while,  according  to  the  text,  it  "  was  involved  under  the  enormous  strain 
placed  upon  it,"  whatever  that  may  mean.  These  pictures  are  indispensable  because 
nobody  can  possibly  understand  the  argument.  Take,  for  example,  the*  quotation 
printed  above,  which  is  really  the  most  intelligible  part  of  the  lecture.  This  tells 
us  two  things,  viz.;  (1)  that  the  silver-men  forced  the  Administration  (meaning  the 
Harrison  administration)  to  declare  that  all  paper  money  was  redeemable  in  gold 
or  silver  at  the  option  of  the  holder  ;  (2)  that  this  took  half  of  our  primary  money 
away  and  weakened  correspondingly  the  foundation  upon  which  the  other  things  in 
the  column  rested. 

"  Coin  "  had  previously  told  us,  on  page  52,  that  silver  dollars  were  not  primary 
money  at  all,  but  only  token  money,  and  that  this  fact  dated  from  the  demonetiza- 
tion act  of  1873,  which  is  true.  Here  we  have  silver  dollars  serving  as  primary 
money,  until  "the  administration"  made  a  certain  declaration,  when  it  ceased  to 
be  primary  money,  and  then  a  series  of  explosions  took  place,  first  the  Baring  crisis, 
and  then  the  crisis  of  1893,  and  all  the  subsequent  disasters.  The  Australian  panic 
is  not  specifically  mentioned,  but  surely  that  is  as  much  entitled  to  be  counted  among 
the  results  of  the  declaration  of  Harrison's  administration  as  is  the  Baring  crisis  of 
England  and  Argentina. 

The  whole  of  this  jargon  about  panics  is  an  arrangement  of  pegs  upon  which  to 
hang  the  pictures  of  the  explosions.  Nobody  can  understand  it,  but  most  people 
can  understand  an  explosion — that  is,  they  know  that  when  an  explosion  takes 
place,  the  things  resting  on  the  explosive  material  go  up  into  the  air.  The  artist 
can  arrange  these  as  he  likes,  and  there  is  no  danger  that  anybody  will  dispute  the 
arrangement. 

How  Prof.  Laughlin  Got  Left. 
The  next  person  who  tackled  "Coin"  was  Prof.  Laughlin  of  the  University  of 
Chicago,  and  this  was  the  question  he  put : 

"  You  have  stated  since  this  school  began  that,  so  long  as  free  coinage  was  enjoyed 
by  both  metals,  the  commercial  value  of  silver  and  gold  had  never  differed  more  than  two 
per  cent.,  and  that  this  difference  was  accounted  for  by  the  disturbance  of  the  French 
ratio  and  the  cost  of  exchange.  Am  I  right  in  so  quoting  you  ?"  "  You  are,"  replied 
"  Coin." 

Now,  "  Coin  "  had  not  said  any  such  thing.  He  had  said  "  two  points,"  which  we 
have  heretofore  shown  was  fifteen  per  cent.,  but  he  wanted  people  to  understand  it 
in  that  way.  But  Laughlin  seemed  to  think  that  as  small  a  variation  as  two  per  cent, 
offered  some  chances  of  the  metals  parting  company,  and  he  asked  if  there  was 
not  some  danger  of  it.  Also  whether  silver  coin  had  not  sold  at  a  premium  as  high 
as  eight  per  cent,  over  gold  "  several  times  prior  to  1857."    This  last  question  is  abso- 
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lutely  unintelligible.    It  was  thrown  in  for  the  purpose  of  making  Laughlin  appear  like 
a  fool. 

"  Coin  "  began  his  answer  with  some  wholly  irrelevant  remarks  about  the  scarcity  of 
small  bills  in  the  summer  of  1893,  which  led  people  to  pay  a  premium  for  them  during 
a  brief  period — this  by  way  of  showing  that  a  persistent  variation  between  silver  and 
gold,  extending  over  a  period  of  two  centuries,  is  a  phenomenon  resembling  a  panic  of 
two  or  three  weeks'  duration.     Then  he  says,  addressing  Laughlin : 

"  At  the  time  you  speak  of  nearly  all  small  money  was  made  from  silver,  and  on  ac- 
count of  the  French  premium  for  silver  our  silver  was  leaving  us.  Small  money  was 
scarce,  and  frequently  commanded  a  premium,  not  on  account  of  the  value  of  the 
silver  bullion,  but  upon  the  demand  for  small  money.  Gold  dollars  commanded  the 
same  premium  as  silver  dollars  and  fifty-cent  pieces." 

If  this  means  anything,  it  means  that  the  French  people  were  so  short  of  small 
coins  that  they  bought  ours  away  from  us  at  a  premium,  and  used  it  without  remelt- 
ing,  because  that  would  have  made  it  bullion,  whereas  "  Coin  "  says  that  the  premium 
was  not  on  account  of  the  bullion,  but  "  upon  the  demand  for  small  money. "  Now, 
in  order  to  buy  our  small  coins  at  any  time  after  1853,  the  French  people  would  have 
been  obliged  to  pay  seven  per  cent,  more  for  it  than  it  was  worth  as  bullion,  because  we 
had  reduced  its  weight  in  that  year  and  made  it  subsidiary  or  token  money,  as  "  Coin  " 
had  already  remarked  in  an  unguarded  moment.  But  history  does  not  mention  any 
time  when  France  was  using  our  small  money  in  her  local  circulation,  although  we  did 
use  hers  at  one  time. 

After  the  foregoing  colloquy  on  the  subject  of  the  drainage  of  our  small  coins  to 
Europe  "  prior  to  1857  "  on  account  of  the  premium  offered  for  them  by  the  greenhorns 
of  France,  "  Coin  "  asked  Laughlin  whether  he  was  satisfied  with  the  answer,  saying : 
' '  I  have  the  exchangeable  quotations  of  silver  and  gold  bullion  at  the  time  you  speak 
of."  The  professor  said  he  was  satisfied.  "  I  am  glad  these  questions  are  asked,"  said 
"Coin."  "These  statements,  when  used  and  not  answered,  confuse  the  people." 
Rabelais's  debate  on  the  question  "  whether  a  chimera  ruminating  in  a  vacuum  devour- 
eth  second  intentions"  is  the  nearest  parallel  to  this  discussion  between  "  Coin"  and 
Laughlin,  but  the  latter  says  in  the  following  note  that  it  never  took  place  at  all : 

The  University  of  Chicago,  ) 
April  13,  1895.  j" 

To  the  Editor  of  the  N.  Y.  Evening  Post  : 

Sir.—  Your  inquiry  as  to  whether  I  made  the  remarks  attributed  to  me  in  a  small 
book  called  "  Coin's  Financial  School,"  is  but  one  of  many  which  I  have  received  from 
various  parts  of  the  country.  The  book  is  filled  with  so  many  false  and  misleading 
statements  that  I  have  deemed  it  unworthy  of  notice.  But  I  am  glad  to  give  publicity 
to  the  denial  that  any  such  lectures  as  are  detailed  in  the  book  ever  took  place  in  Chicago, 
or  anywhere  else;  and  here  say  that  I  was  never  present  at  any  such  meetings,  and  that 
I  never  made  any  of  the  remarks  attributed  to  me  on  page  68,  or  on  any  other  page. 
The  whole  book  is  a  clever  fabrication  of  falsehoods.     Very  truly  yours, 

J.  LAWRENCE  LAUGHLIN. 

"The  Boy  Lied." 

It  will  be  noticed  that  Prof.  Laughlin  says  that  none  of  these  lectures  ever  took 
place,  although  "  Coin"  says  that  they  took  place  at  the  Art  Institute  in  Chicago,  be- 
ginning on  the  7th  day  of  May,  1894. 

It  was  shrewdly  calculated  by  "  Coin  "  that  most  of  the  readers  of  the  book,  catch- 
ing it  up  hastily  and  glancing  through  it, would  conclude  that  such  lectures  actually  took 
place,  and  that  the  persons  whose  names  were  used  would  pass  it  over  with  silent  con- 
tempt, which  would  answer  all  the  purposes  of  an  admission  that  it  was  true.  It  all 
turned  out  as  he  anticipated  except  that  after  Gage,  Laughlin,  and  the  rest  had  got 
tired  of  answering  letters  from  persons  who  really  supposed  that  they  had  been  truthfully 
reported,  they  decided  to  make  a  wholesale  denial  in  order  to  save  their  own  time  and 
labor.  The  reading  public  do  not  like  to  have  practical  jokes  played  on  them  even  on 
All  Fools'  Day  Hence  it  is  no  wonder  that  there  has  been  considerable  reaction  against 
"  Coin  "  since  the  public  have  found  out  that  "  the  boy  lied." 

.  •  After  Laughlin  had  been  polished  off,  a  man  named  Eustis  asked  the  following 
question,  page  70 : 
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"  Then,"  said  Mr.  Eustis,  "  the  Latin  Union,  Germany,  and  the  United  States,  by 
free  coinage,  had  maintained  the  commercial  value  of  silver  at  par  with  gold  ?  "  "  Yes," 
was  "Coin's"  reply. 

This  phrase,  "The  commercial  value  of  silver  at  par  with  gold,"  has  no  meaning 
unless  a  ratio  is  mentioned  at  which  parity  is  maintained.  As  no  such  ratio  is  mentioned, 
we  might  pass  it  over  as  one  of  a  large  number  of  phrases  in  this  book  as  meaningless  as 
that  quoted  from  Rabelais,  but  the  fact  is  that  the  Latin  Union's  ratio  was  15£  to  1, 
that  of  the  United  States  16  to  1,  and  that  Germany  had  no  ratio,  having  been  on 
Jthe  single  silver  standard  prior  to  1871. 

Eustis's  appetite  for  lies  was  not  yet  satisfied.    He  asked  one  more  question  : 

"And  the  United  States,"  said  Eustis,  "  was  the  first  of  these  to  attack  silver  and 
•demonetize  it  ?  "    "Yes,"  said  "  Coin." 

The  truth  being  quite  different.  Germany  demonetized  it  in  1871,  the  United  States 

in  1873. 

CHAPTER  IX. 

"  COIN'S"  LECTURE  ON  THE  GREENBACK  SYSTEM. 

On  page  76,  a  certain  Mr.  Ridgley  of  Ogden,  Utah,  wants  to  know  what  is  the  ob- 
jection to  a  purely  greenback  system  of  money. 

"The  objection  which  is  urged,"  said  "  Coin,"  "is  this  :  So  long  as  there  was  con- 
fidence in  the  government,  it  would  be  a  sound,  stable  money  ;  but  so  soon  as  confidence 
in  the  government  is  shaken,  it  would  depreciate  in  exchangeable  value.  When  the 
danger  became  imminent  that  the  government  was  not  able  to  enforce  its  legal  tender  char* 
acter,  having  no  commercial  value,  it  would  become  more  or  less  worthless." 

What  is  the  condition  under  which  a  government  is  not  able  to  enforce  the  legal- 
tender  character  of  its  paper  ?  Our  government,  during  the  Revolutionary  war,  en- 
forced the  legal-tender  character  of  Continental  money  until  it  had  fallen  to  1,000  for  1. 
The  difference  of  effort  required  to  enforce  the  legal-tender  character  of  that  kind  of 
paper  and  of  paper  worth  nothing  at  all  is  not  perceptible.  In  fact,  no  effort  was 
needed  to  enforce  its  legal-tender  character  even  after  it  had  become  worthless.  The 
only  thing  requiring  an  effort  was  to  repeal  the  legal-tender  acts.  If  these  had  been 
left  unrepealed,  creditors  would  have  been  powerless  to  refuse  the  paper  for  past  debts. 
What  "  Coin  "  meant  by  this  phraseology  we  defy  anybody  to  explain. 

Mr.  Ridgley  appears  not  to  have  been  entirely  convinced,  for  he  proceeded  to  ask 
questions,  viz,:  "  Isn't  it  a  fact  that  when  war  and  great  disturbances  come,  redemption 
money  disappears  and  paper  money  takes  its  place  anyhow  ?  So,  are  not  the  people  at 
such  times  embarrassed  with  a  paper  money  fluctuating  with  their  confidence  in  the 
government,  and  saddled  with  a  worthless  paper  money  if  the  government  goes  down, 
and  does  the  use  of  silver  and  gold  as  money  ever  prevent  this  condition  from 
arising," 

"  The  use  of  redemption  money,"  replied  "  Coin,"  "  does  not  prevent  the  condi- 
tions you  describe.     Paper  money  always  takes  its  place  at  such  times. " 

This  is  a  statement  that  specie  payments  are  always  suspended  during  wars  and 
great  disturbances,  but  without  any  definition  of  a  great  disturbance.  Probably  it 
means  any  condition  where  specie  payments  are  suspended— that  is,  that  specie  pay- 
ments are  always  suspended  when  they  are  suspended.  This  can  hardly  be  denied,  but 
the  general  proposition  that  specie  payments  are  always  suspended  during  wars  may 
be.  There  is  no  limitation  on  account  of  time,  or  place,  or  the  size  of  the  war.  Well, 
we  did  not  suspend  specie  payments  during  the  Mexican  war.  We  have  had 
several  Indian  wars  in  which  we  did  not  suspend.  England  did  not  suspend  during 
the  Crimean  war,  or  in  any  other  of  her  numerous  wars  since  1820.  Germany  did  not 
suspend  during  the  Franco-German  war  of  1870.  There  is  no  evidence  that  David 
suspended  during  his  wars  with  the  Philistines,  or  Xerxes  during  his  invasion  of 
Greece,  or  Caesar  during  his  Gallic  wars. 

Equally  edifying  is  his  explanation  of  social  conditious  during  suspension  :  "  After 
the  use  of  redemption  money  ceases,  because  of  war,"  he  tells  us,  "everyone  is  on 
the  same  footing.  As  the  paper  money  fluctuates  from  day  to  day  all  are  taking 
chances  alike.  If  it  becomes  wholly  worthless,  all  have  suffered  more  or  less  propor- 
tionately, and  primary  money  immediately  takes  its  place." 
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This  is  a  flat  contradiction  of  observed  facts  during  every  era  of  irredeemable 
paper.  It  is  not  true  that  "everyone  is  on  the  same  footing. "  On  the  contrary, 
speculators  are  on  one  kind  of  footing  and  laboring  men  on  another  kind.  This  was 
the  most  conspicuous  and  notable  feature  of  social  and  industrial  life  during  the 
civil  war,  both  North  and  South.  It  was  the  same  way  during  the  Revolutionary  war. 
A  laboring  man  working  for  $30  per  month  would  find  his  wages,  when  they  became 
due,  worth  only  $15.  As  the  continental  money  neared  its  end  and  the  depreciation 
became  rapid,  Prof .  Sumner  says  that  "a  man  might  lose  his  whole  wages  while 
earning  them."  And  yet  "  Coin  "  tells  us  that  the  employer  and  the  employe  are  on 
the  same  footing. 

A  Precocious  Traitor. 

Continuing  to  enlighten  Ridgley,  on  page  77,  after  he  has  told  us  how  primary 
money  (meaning  metallic  money),  takes  the  place  of  paper  money  when  the  latter  be- 
comes worthless,  he  says  : 

'  This  latter  is  true,  whether  a  new  government  is  founded  on  the  ruins  of  the  old 
one  at  once  or  not.  There  may  be  a  long  interregnum,  as  in  France  towards  the  close 
of  the  last  century,  when  one  form  of  government  was  from  year  to  year  almost  sub- 
stituted for  another.  No  one  knew  what  was  coming  next.  No  stability  was  in  the 
government  itself.  During  such  a  period,  which  may  last  for  years,  it  would  be  im- 
possible to  make  paper  money  circulate.  But  money  made  from  property  having  a 
commercial  value  would  circulate,  and  would  assist  materially  in  restoring  order  and 
civilization.  In  fact,  it  would  be  hard  to  restore  civilization  without  its  use  during  such 
a  period." 

"  We  are  approaching  such  a  period  now,  unless  wise  statesmanship  shall  intervene  ; 
commodity  money — silver  and  gold — will  be  our  only  money,  and  will  have  to  answer 
the  purpose  of  a  medium  of  exchange  until  a  stable  government  can  get  on  its  feet  and 
issue  paper  money. 

"  All  know  and  feel  the  necessity  of  money,  and  if  chaos  comes  in  this  country,  it 
may  be  years  before  there  is  another  government  sufficiently  established  to  give  con- 
fidence generally  to  its  issue  of  paper  money." 

What  is  it  that  we  are  approaching  now  f  Evidently,  the  condition  that  France  was 
in  towards  the  close  of  the  last  century — that  is,  revolution,  reign  of  terror,  Jacobinism, 
and  finally  Bonapartism  and  a  stable  government.  All  this  is  to  come  "  unless  wise 
statesmanship  shall  intervene."  The  only  statesmanship  that  "Coin"  knows  or 
fares  about  is  silver  at  16  to  1.  Therefore,  the  logic  of  his  position  is  that  unless  we 
have  free  coinage  at  16  to  1  the  government  will  be  broken  up  and  a  more  stable  one 
put  in  its  place.  Who  will  break  it  up  ?  Those  who  are  dissatisfied  with  it,  of  course. 
But  the  only  dissatisfied  ones  are  the  16  to  1  silverites.  We  fear  that  "  Coin  "  is  a  pre- 
cocious young  traitor.     We  advise  the  Chicago  police  to  keep  an  eye  on  him. 

CHAPTER  X. 
JUGGLING  WITH  PRICES. 

On  page  108,  "  Coin  "  presents  a  table  of  prices  of  wheat  beginning  in  1872,  at 
$1.40  per  bushel  (not  mentioning  the  fact  that  that  was  Jhe  quotation  in  irredeemable 
paper),  and  ending  in  1893,  at  63  cents  per  bushel. 

Then  he  says  : 

"  If  a  dollar  buys  a  bushel  of  wheat  during  a  time  when  the  supply  is  normal,  and 
the  conditions  continuing  normal,  at  a  later  time  a  dollar  will  buy  two  bushels  of  wheat, 
then  the  dollar  has  doubled  its  purchasing  power." 

To  complete  the  sentence  he  should  have  said  "in  wheat" — its  purchasing 
power  in  wheat.  But  he  wanted  his  readers  to  understand  that  if  a  dollar  would 
buy  twice  as  much  wheat  at  one  time  as  at  another  it  would  also  buy  twice  as 
much  of  everything  else.  Mr.  J.  K.  Upton  has  examined  this  juggle,  as  it 
has  been  repeated  by  Mr.  W.  H.* Harvey,  in  his  letter  to  President  Cleveland. 
Mr.  Upton  shows  that  ten  years  ago  the  price  of  wheat  was  77  cents  per  bushel  while 
to-day  it  is  57  cents,  a  decline  of  26  per  cent,  instead  of  50  per  cent.  On  the  other 
hand  the  price  of  corn  ten  years  ago  was  35  cents  per  bushel,  while  to-day  it  is  45 
cents,  an  increase  of  28  per  cent.  As  the  corn  crop  of  the  United  States  is  one-half 
greater  in  value  than  the  wheat  crop  it  follows  that  the  farmers  of  the  country  have 
teen  gainers  on  these  two  crops  taken  together.     From  this  Mr.  Upton  draws  the 
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reasonable  inference  that  the  standard  of  value  has  nothing  to  do  with  the  matter. 
What  has  to  do  with  the  matter  is  sufficiently  plain  if  you  look  at  the  statistics  of 
production.  In  1884  the  wheat  crop  was  357,000,000 bushels  ;  in  1894 it  was  460,000,000, 
an  increase  of  more  than  100,000,000  bushels,  and  there  was  a  general  increase  at  the 
■ame  time  in  the  product  of  other  countries.  Would  not  such  an  increase  of  itself 
explain  the  fall  in  value?  The  corn  crop  of  1884  was  1,796,000,000  bushels,  that  of 
1894  was  but  1,213,000,000,  a  decrease  of  573,000,000  bushels.  Would  not  such  a 
decrease  in  itself  explain  the  increase  of  value  per  bushel  ? 

CHAPTER  XI. 
THE  ENGLISH  OCTOPUS. 

We  have  finished  our  examination  of  the  serious  part  of  "  Coin's  Financial  School." 
What  follows  is  either  broad  farce  or  blatant  demagogism.  On  page  124  we  have  a 
picture  of  "  The  English  Octopus."  This  represents  the  island  of  Great  Britain  reach- 
ing out  its  tentacles  to  all  parts  of  the  world  and  sucking  in  gold.  A  helpful  conceit, 
surely,  to  enable  earnest  citizens  to  reach  a  decision  on  a  question  of  domestic  policy. 
How  can  it  make  any  difference  to  England  what  kind  of  currency  we  have  ?  We  had 
a  more  fluctuating  currency  than  silver  at  one  time,  but  England  did  not  mind.  What 
we  owe  to  England  is  payable  in  England,  and  if  her  money  is  pounds  sterling  we  must 
pay  in  pounds  sterling,  if  we  pay  at  all.  Therefore  it  is  all  one  to  her  whether  our 
currency  is  gold  or  silver  or  paper  or  chips  or  whetstones.  It  may  be  said  that  she  has 
some  money  invested  in  this  country  in  such  a  way  that  she  must  take  her  pay  in  our 
money,  whatever  it  may  be.  That  is  true,  but  she  can  sell  these  things,  and  has  been 
doing  so  lately  to  a  large  extent,  and  this  withdrawal  of  capital  has  been  the  chief  cause 
of  the  hard  times  here  during  the  past  two  or  three  years.  But  suppose  she  does  not 
sell.  Suppose  that  she  concludes  to  take  pot  luck  with  us  as  to  these  particular  invest- 
ments. How  does  that  fact  alter,  or  in  any  way  affect,  the  octopus  ?  The  theory  of 
"  Coin  "  is  that  we  shall  all  be  better  off  when  we  have  free  coinage  at  16  to  1  (which 
means  silver  monometallism).  If  we  are  better  off,  the  octopus  will  be  better  off  too  as 
regards  his  American  bloodsucking.  But  he  will  be  just  as  much  of  an  octopus  as 
before,  and  will  suck  all  the  harder  if  he  finds  the  nourishment  more  agreeable.  So 
the  only  aim  of  the  picture  is  to  create  prejudice  against  England,  or  to  play  upon 
prejudices  already  existing. 

That  this  is  the  real  aim,  almost  everything  that  follows  shows.  Thus,  on  page  131 
we  read  : 

"  If  it  is  claimed  that  we  must  adopt  ior  our  money  the  metal  England  selects,  and 
can  have  no  independent  choice  in  the  matter,  let  us  make  the  test  and  find  out  if  it  is 
true.  It  is  not  Amercan  to  give  up  without  trying.  If  it  is  true,  let  us  attach  Eng- 
land to  the  United  States  and  blot  her  name  [whose  name  ?]  out  from  among  the  nations 
of  the  earth.     [Applause.]" 

Here  we  have  the  idea  of  England  seeking  to  force  her  standard  on  other  countries, 
when  she  does  not  care  a  rap  what  kind  of  a  standard  they  have.  Mr.  Goschen,  her 
leading  representative  at  the  monetary  conference  of  1878,  was  solicitous  that  other 
nations  should  adopt  bimetallism  and  let  England  have  the  gold  standard  alone.  A  very 
fickle  octopus. 

War  with  the  Octopus. 

The  next  thing  that  comes  out  of  "  Coin's"  mouth  is  a  little  more  brassy  than  the 
last.    He  says  : 

"  A  war  with  England  would  be  the  most  popular  ever  waged  on  the  face  of  the 
earth.  [Applause.]  If  it  is  true  that  she  can  dictate  the  money  of  the  world  and 
thereby  create  world-wide  misery,  it  would  be  the  most  just  war  ever  waged  by  man. 
[Applause.]" 

The  applause  interjected  here  and  there  is  in  furtherance  of  the  idea  that  there  was 
an  audience  listening  to  this  stuff,  composed  of  people  so  bereft  of  common  sense  as  to 
approve  of  it.  But  in  the  next  paragraph  he  changes  his  tactics  and  tells  us  that 
England  is  not  forcing  the  gold  standard  on  us,  and  that  we  can  adopt  silver  without 
fighting  her.  Why,  then,  did  he  talk  about  a  war  with  England  being  so  popular,  and 
why  did  his  hearers  break  ou*  *n  -u^lause  about  nothing  ? 
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A  little  further  along  he  changes  his  tactics  again,  and  goes  in  for  war  once  more 
saying  : 

"Whenever  property  interests  and  humanity  have  come  in  conflict,  England  has. 
ever  been  the  enemy  of  human  liberty.  All  reforms  with  those  go  unfortunate  as  to  be 
in  her  power  have  been  won  with  the  sword.     She  yields  only  to  force.     [Applause]  * 

Then  he  turns  against  the  money-lenders  of  the  United  States  and  rends  them,  and 
says : 

"  To  that  end  they  organize  international  bi-metallic  committees,  and  say  .  '  Wait 
on  England,  she  will  be  forced  to  give  us  bi-metallism.'  Vain  hope  !  Deception  on  this 
subject  has  been  practised  long  enough  upon  a  patient  and  outraged  people." 

This  is  a  rap  at  that  distinguished  money-lender,  Senator  Wolcott.  of  Colorado,  who 
showed  more  interest  than  anybody  else  in  organizing  the  existing  bi-metallic  commit- 
tee. In  fact,  it  was  on  his  motion  that  the  committee  was  created  and  an  appropriation 
voted  for  its  expenses.  And  what  is  it  that  Wolcott,  the  money-lender,  is  pretending  to 
do  ?  Forcing  England  to  give  us  bi-metallism  !  This  is  on  page  133,  but  on  the  pre- 
ceding page  it  was  shown  that  England's  consent  was  not  necessary  at  all. 

The  next  caper  of  this  queer  logician  is  funnier  than  any  of  the  previous  ones.  He 
tells  us  that  "only  4  per  eent.  of  the  business  of  the  people  of  this  nation  is  carried  on 
with  foreign  countries,  and  a  part  of  this  4  per  cent,  would  be  carried  on  with  silver- 
using  nations,  while  96  per  cent,  of  the  business  of  our  people  is  domestic  transactions. 
Home  business." 

So  all  the  talk  of  war  with  England  was  about  a  bagatelle.  Our  trade  with  England 
is  only  one-third  of  our  total  foreign  trade,  and  therefore  only  one-third  of  four  per 
cent,  of  our  domestic  trade — i.  e:,  1|  per  cent. 

We  are  disappointed,  however,  to  find  "  Coin"  going  in  for  war  with  England  a 
third  time,  on  page  135,  and  a  fourth  time  on  page  147.  Somehow,  there  is  no  way  of 
avoiding  it ;  but  on  page  135  we  encounter  a  proposition  which  strikes  us  speechless. 
It  is  this : 

"  The  gold  standard  will  give  England  the  commerce  and  wealth  of  the  world. 
The  bi-metallic  standard  will  make  the  United  States  the  most  prosperous  nation  oft 
the  globe.     [Applause.]" 

How  these  identical  effects  should  be  produced  by  two  different  policies  there  is  no 
hint  of  explanation.     It  is  like  saying  that  cold  water  will  make  John  the  strongest 
man  in  the  world  and  whiskey  will  make  James  the  most  robust. 
A  Little  More  Treason.    , 

Next  we  have  another  threat  of  treason  and  civil  war,  and  a  pretty  strong  one  too 
(page  135) . 

"  To  avoid  the  struggle  means  a  surrender  to  England.     It  means  more — it  meant 
a  tomb  raised  to  the  memory  of  the  Republic.     Delay  is  dangerous.     At  any  moment  an 
internecine  war  may  break  out  among  us.  Wrongs  and  outrages  will  not  be  continuously 
.  endured.    The  people  will  strike  at  the  laws  that  inflict  them." 

This  does  not  look  to  a  change  of  the  law  by  constitutional  means,  but  to  the  sub- 
version of  the  Government  and  the  raising  of  a  tomb  to  its  memory.  It  is  hard  to  say 
which  war  '*  Coin  "  is  most  in  favor  of — war  with  England  or  "  internecine  war." 

The  whole  argument  of  the  book,  so  far  as  it  uses  argument,  is  that  we  need  more 
money,  and  that  free  coinage  at  16  to  1  will  give  us  more.  That  is  exactly  what  tne 
other  side  deny.  They  say  that  it  would  merely  displace  gold  and  give  us  no  more 
money  than  we  had  before,  but  a  poorer  kind.  In  his  pretended  dispute  with  L.  J.  Gage, 
on  page  38,  **  Coin  "  said  that  he  should  "  leave  the  subject  of  independent  free  coinage 
by  the  United  States  to  the  last."  Looking  anxiously  for  that,  we  find  it  to  consist  of 
his  assertion  that  "  free  coinage  by  the  United  States  will  at  once  establish  a  parity  be- 
tween the  two  metals,"  meaning  a  parity  at  the  ratio  of  16  to  1.  Now  ail  the  bimetal- 
lists  of  repute  in  this  country,  such  as  Gen.  Francis  A.  Walker  and  the  late  S.  Dana 
Horton,  hold  the  contrary  opinion. 

And  Repudiation. 

If,  however,  free  coinage  at  16  to  1  should  banish  gold  from  circulation,  a  way  to 
get  it  back  is  pointed  out  on  page  143,  viz. . 
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"  With  silver  remonetized  and  a  just  and  equitable  standard  of  values,  we  can,  if 
necessary,  by  act  of  Congress  reduce  the  number  of  grains  in  a  gold  dollar  till  it  is  of  the 
same  value  as  the  silver  dollar.  [Applause.]  We  can  legislate  the  premium  out  of  gold. 
{Applause. J    Who  can  say  that  this  is  not  an  effective  remedy  ?    I  pause  for  a  reply." 

Down  on  International  Bimetallism. 

This  means  passing  a  law  to  make  fifty  cents  the  equal  of  a  dollar  in  all  cases,  which 
is  indeed  the  aim  of  the  free  coinage  party  generally,  although  they  do  not  all  avow  it 
so  frankly.  Having  got  to  this  point  "  Coin  "  spews  Gen.  Walker,  President  Andrews. 
Senator  Wolcott  and  all  other  international  bimetallists  out  of  his  mouth  saying  that 
until  they  can  answer  the  question  quoted  above  he  will  "  write  upon  the  character  of 
every  international  bimetallist  the  words  '  gold  monometallist.9 " 

Speaking  of  Gen.  Walker  reminds  us  of  another  difference  between  him  and 
**  Coin."    "  Coin  "  takes  for  the  motto  of  his  book  these  words  : 

"  All  money  is  a  medium  of  exchange,  but  primary  money  only  is  the  measure  of 
Talues . " 

General  Walker  read  a  paper  at  the  meeting  of  the  American  Economic  Association,  at 
Chicago,  Sept.  13,  1893  (since  published  as  a  pamphlet),  entitled  "The  Value  of 
Money."  In  this  he  seeks  to  prove  that  prices  of  commodities  are  determined  by  the 
demand  for,  and  the  supply  of,  the  actual  coin  and  notes  circulating  as  money,  and 
not  the  coin  only.     His  reason  for  holding  this  opinion  is  that: 

"Bank  notes  are  money.  They  are  distinct  and  tangible  things,  which  pass  out 
fiom  the  bank  and  have  their  own  separate  life  and  course  ;  which  become  the  property 
of  him  in  whose  hands  they  are,  just  as  truly  as  dp  coins  of  gold  or  silver.  Like 
Buch  coins  they  pass  from  hand  to  hand  throughout  the  community,  without  reference 
to  the  character  or  the  credit  of  the  person  offering  them.  Like  such  coins  they  are 
accepted  in  final  discharge  of  debts  and  full  payment  for  commodities,  without  neces- 
sary recourse  to  the  issuing  bank,  except  as  they  may  individually  become  too  much 
worn  for  further  circulation,  after  performing,  it  may  be  a  hundred,  it  may  be  a 
thousand,  exchanges." 

For  these  reasons  he  maintains  that  bank  notes  which  circulate  as  money  are, 
equally  with  metallic  money,  factors  in  determining  prices. 

CONCLUSION. 

All  of  "  Coin's  Financial  School "  after  the  picture  of  the  octopus  consists  of  low 
appeals  to  Coxey's  army,  or  of  unmeaning  drivel.     It  is  useless  to  pursue  it  farther. 

The  question  may  be  asked  how  the  book  came  to  have  so  much  popularity  and 
such  a  large  circulation.  The  answer  is  easy — it  is  due  to  the  pictures.  These,  it  must 
"be  admitted,  are  very  clever,  although  of  unequal  merit.  Without  them  not  five  hundred 
copies  of  such  a  senseless  book  could  have  been  sold,  or  given  away.  But  what  a 
gloomy  fate  would  be  ours  if  the  destiny  of  the  Republic  lay  in  the  hancls  of  any 
skillful  designer  of  comic  almanacs  1 

The  Columbus  Forgery. 
Since  the  foregoing  pages  were  written  the  Indianapolis  Journal  has  come  to  hand 
With  some  further  remarks  on  the  Columbus  forgery  already  referred  to.     It  says : 

"  W.  H.  Harvey,  author  of  '  Coin's  Financial  School,'  writes  to  a  Chicago  paper 
denying  that  a  certain  extract  printed  on  the  first  page  of  his  book  is  a  forgery,  as 
charged  by  the  Journal.  As  it  appears  in  the  book  it  is  credited  to  '  Report  United 
States  Monetary  Commission  of  1878.'  Not  a  word  of  it  appears  in  that  report.  Now 
comes  Harvey  and  says  it  should  have  been  credited  to  the  report  of  the  commission  of 
1876.  This  report,  he  says,  contained  'the  exact  language  quoted.'  This  is  not  true. 
The  report  contains  most  of  the  language  quoted,  but  not  all  of  it.  The  pretended 
quotation,  after  describing  the  effects  of  the  reduction  in  the  volume  of  metallic  currency 
during  the  dark  ages,  says:  '  The  discovery  of  the  new  world  by  Columbus  restored  the 
Tolume  of  precious  metals,  brought  with  it  rising  prices.'  This  is  not  in  the  report. 
The  pretended  quotation  also  jumps  over  eleven  lines  of  the  report  which  go  to  show 
that  other  causes  than  the  reduction  of  metallic  currency  may  have  contributed  to  the 
stagnation  of  the  dark  ages,  and  that  the  introduction  of  bills  of  exchange  and  paper 
currency  certainly  contributed  to  the  revival.  These  eleven  lines  of  the  report  are 
omitted  because  they  did  not  suit  the  author's  purpose,  and  an  entire  sentence  of  his 
own  is  substituted.  There  is  no  typographical  error  in  this,  It  is  garbling  and  forgery 
"With  intent  to  deceive." 
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"Tour  committee  conceive  that  it  would  be  superfluous  to  point  out,  in  detail,  the  dis- 
advantages which  must  result  to  the  country  from  any  such  general  excess  of  currency  a» 
lowers  its  relative  value.  The  effect  of  such  an  augmentation  of  prices  upon  all  money  trans- 
actions for  time  ;  the  unavoidable  injury  suffered  by  annuitants,  and  by  creditors  of  every 
description,  both  pnvate  and  public  ;  the  unintended  advantage  gained  by  government  and 
all  other  debtors,  are  consequences  too  obvious  to  require  proof,  and  too  repugnant  to  justice 
to  be  left  without  remedy.  By  far  the  most  important  portion  of  this  effect  appears  to  your 
Committee  to  be  that  which  is  communicated  to  the  wages  of  common  country  labor,  the  rate 
of  which,  it  is  well  known,  adapts  itself  more  slowly  to  the  changes  which  happen  in  the 
value  of  money,  than  the  price  of  any  other  species  of  labor  or  commodity  And  it  is 
enough  for  your  Committee  to  allude  to  some  classes  of  the  public  servants,  whose  pay,  if 
once  raised  in  consequence  of  a  depreciation  of  money,  cannot  so  conveniently  be  reduced  again 
to  its  former  rate,  even  after  money  shall  have  recovered  its  value.  The  future  progress  of 
these  inconveniences  and  evils,  if  not  checked,  must  at  no  great  distance  of  time  work  a 
practical  conviction  upon  the  mind*  of  all  those  wlio  may  still  doubt  their  existence  ;  but  even 
if  their  progressive  increase  were  less  probable  than  it  appears  to  your  Committee,  they  can- 
not help  expressing  an  opinion,  that  the  integrity  and  honor  of  Parliament  are  concerned, 
not  to  authorize  longer  thanis  required  by  imperious  necessity,  the  continuance  in  this  great 
commercial  country  of  a  system  of  circulation,  in  which  that  natural  check  or  control  is 
absent  which  maintains  tlie  value  of  money,  and  by  the  permanency  of  that  common 
standard  of  value,  secures  the  substantial  justice  and  faith  of  moneyed  contracts  and 
obligations  between  man  and  man.'1 
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REPORT  FROM  THE  SELECT  COMMITTEE   OX   THE   HIGH 
PRICE  OF  GOLD  BULLION. 

Ordered,  by  the  House  of  Commons,  to  be  printed,  8  June,  1810. 

The  Select  Committee  appointed  to  enquire  into  the  cause  of  the  High  Price  of  Gold 
Bullion,  and  to  take  into  consideration  the  state  of  the  Circulating  Medium,  and 
of  the  Exchanges  between  Great  Britain  and  Foreign  Parts  ; — and  to  report  the 
same,  with  their  Observations  thereupon,  from  time  to  time,  to  the  House  ; — Have, 
pursuant  to  the  Orders  of  the  House,  examined  the  matters  to  them  referred  ;  and 
have  agreed  to  the  following  Report  : 

Your  Committee  proceeded,  in  the  first  instance,  to  ascertain  what  the  price  of  gold 
bullion  had  been,  as  well  as  the  rates  of  the  foreign  exchanges,  for  some  time  past ; 
particularly  during  the  last  year. 

Your  Committee  have  found  that  the  price  of  gold  bullion,  which,  by  the  regulations 
of  his  Majesty's  Mint,  is  3/.  17*.  10^.  per  ounce  of  standard  fineness,  was,  during  the 
years  1806,  1807,  and  1808,  as  high  as  41.  in  the  market.  Towards  the  end  of  1808  it 
began  to  advance  very  rapidly,  and  continued  very  high  during  the  whole  year  1809  ; 
the  market  price  of  standard  gold  in  bars  fluctuating  from  41.  9*.  to  41.  l%d.  per  oz.  The 
market  price  at  41.  10s.  is  about  15|  per  cent,  above  the  Mint  price. 

Your  Committee  have  found,  that  during  the  three  first  months  of  the  present  year, 
the  price  of  standard  gold  in  bars  remained  nearly  at  the  same  price  as  during  last  year  ; 
viz.,  from  41.  10*.  to  41.  12*.  per  oz.  In  the  course  of  the  months  of  March  and  April, 
the  price  of  standard  gold  is  quoted  but  once  in  Wettenhall's  tables  ;  viz.,  on  the  6th  of 
April  last,  at  41.  6*.  which  is  rather  more  than  10  per  cent,  above  the  Mint  price.  The 
last  quotations  of  the  price  of  gold,  which  have  been  given  in  those  tables,  are  upon  the 
18th  and  22d  of  May,  when  Portugal  gold  in  coin  is  quoted  at  41.  11*.  per  oz.  :  Portugal 
gold  coin  is  about  the  same  fineness  as  our  standard.  It  is  stated  in  the  same  tables, 
that  in  the  month  of  March  last,  the  price  of  new  doubloons  rose  from  41.  7*.  to  41.  9*. 
per  oz.  Spanish  gold  is  from  4\  to  4£  grains  better  than  standard,  making  about  4*.  per 
oz.  difference  in  value. 

It  appears  by  the  evidence,  that  the  price  of  foreign  gold  coin  is  generally  higher 
than  that  of  bar  gold,  on  account  of  the  former  finding  a  more  ready  vent  in  foreign 
markets.  The  difference  between  Spanish  and  Portugal  gold  in  coin  and  gold  in  bars, 
has  of  late  been  about  2*.  per  ounce.  Your  Committee  have  also  to  state,  that  there  is 
said  to  be  at  present  a  difference  of  between  3*.  and  4*.  per  ounce  between  the  price  of 
bar  gold  which  may  be  sworn  off  for  exportation  as  being  foreign  gold,  and  the  price  of 
such  bar  gold  as  the  dealer  will  not  venture  to  swear  off  :  while  the  former  was  about 
41.  10*.  in  the  market,  the  latter  is  said  to  have  been  about  41.  6*.  On  account  of  these 
extrinsic  differences,  occasioned  either  by  the  expense  of  coinage,  or  by  the  obstructions 
of  law,  the  price  of  standard  gold  in  bars,  such  as  may  be  exported,  is  that  which  it  is 
most  material  to  keep  generally  in  view  through  the  present  inquiry. 

It  appeared  to  your  Committee,  that  it  might  be  of  use,  in  judging  of  the  cause  of 
this  high  price  of  gold  bullion,  to  be  informed  also  of  the  prices  of  silver  during  the 
same  period.  The  price  of  standard  silver  in  his  Majesty's  Mint  is  5*.  2d.  per  ounce  ;  at 
this  standard  price,  the  value  of  a  Spanish  dollar  is  4*.  4d.  or,  which  comes  to  the  same 
thing,  Spanish  dollars  are,  at  that  standard  price,  worth 4*  ll^d.  per  ounce.  It  is  stated 
in  Wettenhall's  tabhs  that  throughout  the  year  1809,  the  price  of  new  dollars  fluctuated 
from  5*.  M.  to  5*.  Id.  per  ounce,  or  from  10  to  13  per  cent,  above  the  Mint  price  of 
standard  silver.  In  the  course  of  the  last  month,  new  dollars  have  been  quoted  as  high 
as  5*.  Sd.  per  ounce,  or  more  than  15  per  cent,  above  the  Mint  price. 

Your  Committee  have  likewise  found,  that  towards  the  end  of  the  year  1808,  the 
Exchanges  with  the  continent  became  very  unfavorable  to  this  country,  and  continued 
still  more  unfavorable  through  the  whole  of  1809,  and  the  three  first  months  of  the 
present  year 

Hamburgh,  Amsterdam  and  Paris,  are  the  principal  places  with  which  the  Exchanges 
are  established  at  present.  During  the  last  six  months  of  1809,  and  the  first  three  months 
of  the  present  year,  the  Exchanges  on  Hamburgh  and  Amsterdam  were  depressed  as 
low  as  from  16  to  20  per  cent,  below  par  ;  and  that  on  Paris  still  lower.  The  exchanges 
with  Portugal  have  corresponded  with  the  others  ;  but  they  are  complicated  by  some 
circumstances  which  shall  be  explained  separately. 

Your  Committee  find,  that  in  the  course  of  the  month  of  March  last,  that  is,  from 
the  2d  of  March  to  the  3d  of  April,  the  exchanges  with  the  three  places  above  mentioned 
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received  a  gradual  improvement.  The  exchange  with  Hamburgh  rose  gradually  from 
29.  4.  to  31 . ;  that  with  Amsterdam  from  31.  8.  to  83.  5.  ;  that  with  Paris  from  19. 16.  to 
21. 11.  Since  the  3d  April  last  to  the  present  time,  they  have  remained  nearly  stationary 
at  those  rates,  the  exchange  with  Hamburgh,  as  stated  in  the  tables  printed  for  the  use 
of  the  merchants,  appearing  as  much  against  this  country  as  91.  per  cent,  below  par  ; 
that  with  Amsterdam  appearing  to  be  more  than  11.  per  cent,  below  par  ;  and  that  with 
Paris  more  than  14£,  per  cent,  below  par. 

So  extraordinary  a  rise  in  the  market  price  of  gold  in  this  country,  coupled  with  so 
remarkable  a  depression  of  our  exchanges  with  the  continent,  very  early,  in  the  judg- 
ment of  your  Committee,  pointed  to  something  in  the  state  of  our  own  domestic  cur- 
rency as  the  cause  of  both  appearances.  But  before  they  adopted  that  conclusion,  which 
seemed  agreeable  to  all  former  reasonings  and  experiences,  they  thought  it  proper  to  en- 
quire more  particularly  into  the  circumstances  connected  with  each  of  those  two  facts  ; 
and  to  hear,  from  persons  of  commercial  practice  and  detail,  what  explanations  they 
had  to  offer  of  so  unusual  a  state  of  things. 

With  this  view,  your  Committee  called  before  them  several  merchants  of  extensive 
dealings  and  intelligence,  and  desired  to  have  their  opinions,  with  respect  to  the  cause 
of  the  high  price  of  gold  and  the  low  rates  of  exchange. 


ALLEGED  SCARCITY  OF  GOLD. 

It  will  be  found  by  the  evidence,  that  the  high  price  of  gold  is  ascribed,  by  most  of 
the  witnesses,  entirely  to  an  alleged  scarcity  of  that  article,  arising  out  of  an  unusual 
demand  for  it  upon  the  continent  of  Europe.  This  unusual  demand  for  gold  upon  the 
continent  is  described  by  some  of  them  as  being  chiefly  for  the  use  of  the  French  armies, 
though  increased  also  by  that  state  of  alarm,  and  failure  of  confidence,  which  leads  to 
the  practice  of  hoarding. 

Your  Committee  are  of  opinion,  that,  in  the  sound  and  natural  state  of  the  British 
currency,  the  foundation  of  which  is  gold,  no  increased  demand  for  gold  from  other 
parts  of  the  world,  however  great,  or  from  whatever  causes  arising,  can  have  the  effect 
of  producing  here,  for  a  considerable  period  of  time,  a  material  rise  in  the  market  price 
of  gold.  But  before  they  proceed  to  explain  the  grounds  of  tbat  general  opinion,  they 
wish  to  state  some  other  reasons  which  alone  would  have  led  them  to  doubt  whether  in 
point  of  fact,  such  a  demand  for  gold,  as  is  alleged,  has  operated  in  the  manner  sup- 
posed. 

Price  op  Gold  in  Continental  Markets. 

If  there  were  an  unusual  demand  for  gold  upon  the  continent,  such  as  could  influence 
its  market  price  in  this  country,  it  would  of  course  influence  also,  and  indeed  in  the  first 
instance,  its  price  in  the  continental  markets  ;  and  it  was  to  be  expected  that  those  who 
ascribed  the  high  price  here  to  a  great  demand  abroad,  would  have  been  prepared  to  state 
that  there  was  a  corresponding  high  price  abroad.  Your  Committee  did  not  find  that 
they  grounded  their  inference  upon  any  such  information  ;  and  so  far  as  your  Com- 
mittee have  been  enabled  to  ascertain,  it  does  not  appear  that  during  the  period  when  the 
price  of  gold  bullion  was  rising  here,  as  valued  in  our  paper,  there  was  any  correspond- 
ing rise  in  the  price  of  gold  bullion  in  the  markets  of  the  continent,  as  valued  in  their 
respective  currencies.  Mr.  Whitmore,  indeed,  the  late  governor  of  the  bank,  stated, 
that  in  his  opinion  it  was  the  high  price  abroad  which  had  carried  our  gold  coin  out  of 
this  country  ;  but  he  did  not  offer  to  your  Committee  any  proof  of  this  high  price.  Mr. 
Greff ulhe,  a  continental  merchant,  who  appeared  to  be  remarkably  well  informed  in  the 
details  of  trade,  being  asked  by  the  Committee,  if  he  could  state  whether  any  change  had 
taken  place  in  the  price  of  gold  in  any  of  the  foreign  markets  within  the  last  year, 
answered,  "  No  very  material  change  tbat  I  am  aware  of."  Upon  a  subsequent  day, 
having  had  time  to  refer  to  the  actual  prices,  he  again  stated  to  the  Committee,  "  I  beg 
leave  to  observe,  that  there  has  been  no  alteration  of  late  in  the  Mint  price  of  gold  in 
foreign  places,  nor  have  the  market  prices  experienced  an  advance  at  all  relative  to  the 
rise  that  has  taken  place  in  England  ;  one  of  the  papers  I  have  delivered  shews  the 
foreign  prices  reduced  into  sterling  money  at  the  present  low  rates  of  exchange,  and  the 
excess  above  our  market  price  may  be  considered  as  about  equal  to  the  charges  of  con- 
veyance." The  papers  he  refers  to  will  be  found  in  the  Appendix  ;  and  this  statement 
made  by  Mr.  Greffulhe  throws  great  light  upon  this  part  of  the  subject ;  as  it  shews, 
that  the  actual  prices  of  gold  in  the  foreign  markets  are  just  so  much  lower  than  its 
market  price  here,  as  the  difference  of  exchange  amounts  to.  Mr.  Greffulhe's  paper  is 
confirmed  by  another,  which  has  been  laid  before  your  Committee.      Mr.  Abraham 
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Goldsmid  has  also  stated  to  your  Committee,  that  during  that  part  of  last  year  when  the 
market  price  of  gold  here  rose  so  high,  its  price  at  Hamburgh  did  not  fluctuate  mora 
than  from  3  to  4  per  cent. 

Here  your  Committee  must  observe,  that  both  at  Hamburg  and  Amsterdam,  where 
the  measure  of  value  is  not  gold  as  in  this  country,  but  silver,  an  unusual  demand  for 
gold  would  affect  its  money  price,  that  is,  its  price  in  silver  ;  and  that  as  it  does  not  ap- 
pear that  there  has  been  any  considerable  rise  in  the  price  of  gold,  as  valued  in  silver,  at 
those  places  in  the  last  year, the  inference  is, that  there  was  not  any  considerable  increase  in 
the  demand  for  gold.  That  permanent  rise  in  the  market  price  of  gold  above  its  Mint  price, 
which  appears  by  Mr.  Greffulhe's  paper  to  have  taken  place  for  several  years  both  at 
Hamburg  and  Amsterdam,  may  in  some  degree  be  ascribed,  as  your  Committee  con- 
ceive, to  an  alteration  which  has  taken  place  in  the  relative  value  of  the  two  precious- 
metals  all  over  the  world  ;  concerning  which,  much  curious  and  satisfactory  evidence 
will  be  found  in  the  Appendix,  particularly  in  the  documents  laid  before  your  Com- 
mittee by  Mr.  Allen.  From  the  same  cause,  a  fall  in  the  relative  price  of  silver  appears 
to  have  taken  place  in  this  country  for  some  time  before  the  increase  of  our  paper  cur- 
rency began  to  operate.  Silver  having  fallen  in  relative  value  to  gold  throughout  the 
world,  gold  has  appeared  to  rise  in  price  in  those  markets  where  silver  is  the  fixed 
measure,  and  silver  has  appeared  to  fall  in  those  where  gold  is  the  fixed  measure. 

Price  op  Gold  in  England. 

With  respect  to  the  alleged  demand  for  gold  upon  the  continent  for  the  supply  of 
the  French  armies,  your  Committee  must  further  observe,  that,  if  the  wants  of  the 
military  chest  have  been  latterly  much  increased  the  general  supply  of  Europe  with 
gold  has  been  augmented  by  all  that  quantity  which  this  great  commercial  country  has 
spared  in  consequence  of  the  substitution  of  another  medium  of  circulation.  And 
your  Committee  cannot  omit  remarking,  that  though  the  circumstances  which  might 
occasion  such  an  increased  demand  may  recently  have  existed  in  greater  force  than  at 
former  periods,  yet  in  the  former  wars  and  convulsions  of  the  continent,  they  must 
have  existed  in  such  a  degree  as  to  produce  some  effect.  Sir  Francis  Baring  has  very 
justly  referred  to  the  seven  years'  war  and  to  the  American  war,  and  remarks,  that  no 
want  of  bullion  was  then  felt  in  this  country.     And  upon  referring  for  a  course  of 

J  rears  to  the  tables  which  are  published  for  the  use  of  the  merchants,  such  as  Lloyd's 
ists  and  Wettenhall's  Course  of  Exchange,  your  Committee  have  found  that  from  the 
middle  of  the  year  1773,  when  the  reformation  of  the  gold  coin  took  place,  till  about 
the  middle  of  the  year  1799,  two  years  after  the  suspension  of  the  cash  payments  of  the 
Bank,  the  market-price  of  standard  gold  in  bars  remained  steadily  uniform  at  the 
price  of  SI.  17s.  6d  [being,  with  the  small  allowance  for  loss  by  detention  at  the  Mint, 
equal  to  the  Mint  price  of  SI.  17s.  10$d.]  with  the  exception  of  one  year,  from  May, 
1783,  to  May,  1784,  when  it  was  occasionally  SI.  18s.  During  the  same  period,  it  is  to 
be  noticed,  the  price  of  Portugal  gold  coin  was  occasionally  as  high  as  4Z.  2s.  ;  and  your 
Committee  also  observe,  that  it  was  stated  to  the  Lord's  Committee  in  1797  by  Mr. 
Abraham  Newland,  that  the  bank  had  been  frequently  obliged  to  buy  gold  higher  than  the 
Mint  price,  and  upon  one  particular  occasion  gave  as  much  for  a  small  quantity,  which 
their  agent  procured  from  Portugal,  as  41.  8s.  But  your  Committee  find,  that  the  price 
of  standard  gold  in  bars  was  never  for  any  length  of  time  materially  above  the  Mint 
price,  during  the  whole  period  of  24  years  which  elapsed  from  the  reformation  of  the 
gold  coin  to  the  suspension  of  the  cash  payments  of  the  bank.  The  two  most  remark- 
able periods  prior  to  the  present,  when  the  market  price  of  gold  in  this  country  has  ex- 
ceeded our  Mint  price,  were  in  the  reign  of  King  William,  when  the  silver  coin  was 
very  much  worn  below  its  standard,  and  in  the  early  part  of  his  present  Majesty's 
reign,  when  the  gold  coin  was  very  much  worn  below  its  standard.  In  both  those 
periods,  the  excess  of  the  market  price  of  gold  above  its  Mint  price  was  found  to  be 
owing  to  the  bad  state  of  the  currency ;  and  in  both  instances,  the  reformation  of  the 
currency  effectually  lowered  the  market  price  of  gold  to  the  level  of  the  Mint  price. 
During  the  whole  of  the  years  1796  and  1797,  in  which  there  was  such  a  scarcity  of 
gold,  occasioned  by  the  great  demands  of  the  country  bankers  in  order  to  increase  their 
deposits,  tie  market  price  of  gold  never  rose  above  the  Mint  price. 

Your  Committee  have  still  further  to  remark  upon  this  point,  that  the  evidence  laid 
before  them  has  led  them  to  entertain  much  doubt  of  the  alleged  fact,  that  a  scarcity  of 
gold  bullion  has  been  recently  experienced  in  this  country.  That  guineas  have  dis- 
appeared from  the  circulation,  there  can  be  no  question;  but  that  does  not  prove  a 
scarcity  of  bullion,  any  more  than  the  high  price  proves  that  scarcity.  If  gold  is  ren- 
dered dear  by  any  other  cause  than  scarcity,  those  who  cannot  purchase  it  without 
paying  the  high  price,  will  be  very  apt  to  conclude  that  it  is  scarce.  A  very  extensive 
home  dealer  who  was  examined,  and  who  spoke  very  much  of  the  scarcity  of  gold, 
acknowledged  that  he  found  no  difficultv  in  getting  any  quantity  he  wanted,  if  he  was- 
willing  to  pay  the  price  for  it.  And  it  appears  to  your  Committee,  that,  though  in  the 
course  of  the  last  year  there  have  been  large  exportation  of  gold  to  the  continent,  there 
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lave  been  also  very  considerable'importations  of  it  into  this  country  from  South  America, 
chiefly  through  the  West  Indies.  The  changes  which  have  affected  Spain  and  Por- 
tugal, combined  with  our  maritime  and  commercial  advantages,  would  seem  to  have 
rendered  this  country  a  channel  through  which  the  produce  of  the  mines  of  New  Spain 
and  the  Brazils  pass  to  the  rest  of  the  world.  In  such  a  situation,  the  imports  of 
bullion  and  coin  give  us  the  opportunity  of  first  supplying  ourselves  ;  and  must  render 
this  the  last  of  the  great  markets  in  which  a  scarcity  of  that  article  will  be  felt.  This 
is  remarkably  illustrated  by  the  fact,  that  Portugal  gold  coin  is  now  sent  regularly  from 
this  country  to  the  cotton  settlements  in  the  Brazils,  Pernambuco,  and  Maranham, 
while  dollars  are  remitted  in  considerable  quantities  to  this  country  from  Rio  Janeiro. 

It  is  important  also  to  observe,  that  the  rise  in  the  market  price  of  silver  in  this 
country,  which  has  nearly  corresponded  to  that  of  the  market  price  of  gold,  cannot  in 
any  degree  be  ascribed  to  a  scarcity  of  silver.  The  importations  of  silver  have  of  late 
years  been  unusually  large,  while  the  usual  drain  for  India  and  China  has  been 
stopped. 

For  all  these  reasons,  your  Committee  would  be  inclined  to  think,  that  those  who  as- 
cribe the  high  price  of  gold  to  an  unusual  demand  for  that  article,  and  a  consequent 
scarcity,  assume  facts  as  certain  of  which  there  is  no  evidence.  Bat  even  if  these  as- 
sumptions were  proved,  to  ascribe  the  high  price  of  gold  in  this  country  to  its  scarcity, 
seems  to  your  Committee  to  involve  a  misconception,  which  they  think  it  important  to 
explain. 

In  this  country,  gold  is  itself  the  measure  of  all  exchangeable  value,  the  scale  to 
which  all  money  prices  are  referred.  It  is  so,  not  only  by  the  usage  and  commercial 
habits  of  the  country,  but  likewise  by  operation  of  law,  ever  since  the  act  of  the  14th 
of  his  present  Majesty  [finally  rendered  perpetual  by  an  act  of  the  39th  year  of  the 
reign]  disallowed  a  legal  tender  in  silver  coin  beyond  the  sum  of  25Z.  Gold  being  thus 
our  measure  of  prices,  a  commodity  is  said  to  be  dear  or  cheap  according  as  more  or 
less  gold  is  given  in  exchange  for  a  given  quantity  of  that  commodity  ;  but  a  given 
quantity  of  gold  itself  will  never  be  exchanged  for  a  greater  or  a  less  quantity  of  gold 
of  the  same  standard  fineness.  At  particular  times  it  may  be  convenient  in  exchange 
for  gold  in  a  particular  coin,  to  give  more  than  an  equal  quantity  of  other  gold  ;  but 
this  difference  can  never  exceed  a  certain  small  limit  ;  and  thus  it  has  happened  that 
the  bank,  while  liable  to  pay  its  notes  in  specie,  has  under  particular  emergencies  been 
put  to  the  necessity  of  purchasing  gold  at  a  loss,  in  order  to  keep  up  or  to  repair  its 
stock.  But  generally  speaking,  the  price  of  gold,  being  itself  measured  and  expressed 
in  gold,  cannot  be  raised  or  lowered  by  an  increased  or  diminished  demand  for  it.  An 
ounce  of  gold  will  exchange  for  neither  more  nor  less  than  an  ounce  of  gold  of  the  same 
fineness,  except  so  far  as  an  allowance  is  to  be  made,  if  the  one  ounce  is  coined  or 
otherwise  manufactured  and  the  other  is  not,  for  the  expense  of  that  coinage  or  manu- 
facture. An  ounce  of  standard  gold  bullion  will  not  fetch  more  in  our  market  than 
SI.  lis.  10id.,  unless  SI.  lis.  lO^d.,  in  our  actual  currency  is  equivalent  to  less  than  an 
ounce  of  gold.  An  increase  or  diminution  in  the  demand  for  gold,  or  what  comes  to 
the  same  thing,  a  diminution  or  increase  in  the  general  supply  of  gold,  will,  no  doubt, 
have  a  material  effect  upon  the  money  prices  of  all  other  articles.  An  increased  de- 
mand for  gold,  and  a  consequent  scarcity  of  that  article,  will  make  it  more  valuable  in 
proportion  to  all  other  articles  ;  the  same  quantity  of  gold  will  purchase  a  greater 
quantity  of  any  other  article  than  it  did  before:  in  other  words,  the  real  price  of  gold, 
or  the  quantity  of  commodities  given  in  exchange  for  it,  will  rise,  and  the  money  prices 
of  all  commodities  will  fall ;  the  money  price  of  gold  itself  will  remain  unaltered,  but  the 
price  of  all  other  commodities  will  fall.  That  this  is  not  the  present  state  of  things  is 
abundantly  manifest ;  the  prices  of  all  commodities  have  risen,  and  gold  appears  to 
have  risen  in  its  price  only  in  common  with  them.  If  this  common  efft-ct  is  to  be  as- 
cribed to  one  and  the  same  cause,  that  cause  can  only  be  found  in  the  state  of  the  cur- 
rency of  this  country. 

Price  of  Bullion  Compared  with  Coin. 

Your  Committee  think  it  proper  to  state  still  more  specifically,  what  appear  to  them 
to  be  the  principles  which  govern  the  relative  prices  of  gold  in  bullion  and  gold  in  coin, 
as  well  as  of  paper  circulating  in  its  place  and  exchangeable  for  it.  They  cannot  in- 
troduce this  subject  more  properly,  than  by  adverting  to  those  simple  principles  and 
regulations,  on  which  a  coinage  issuing  from  the  King's  mint  is  founded. 

The  object  is  to  secure  to  the  people  a  standard  of  a  determinate  value,  by  affixing 
a  stamp,  under  the  royal  authority,  to  pieces  of  gold,  which  are  thus  cctitied  to  be 
of  a  given  weight  and  fineness.  Gold  in  bullion  is  the  standard  to  which  the  Legis- 
lature has  intended  that  the  coin  should  be  conformed,  and  with  which  it  should  be 
identified  as  much  as  possible.  And  if  that  intention  of  the  legislature  were  com- 
pletely fulfilled,  the  coined  gold  would  bear  precisely  the  same  price  in  exchange  for 
all  other  commodities  as  it  would  have  borne  had  it  continued  In  the  shape  of  bullion  ; 
but  it  is  subject  to  some  small  fluctuations. 
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First,  there  is  some  expense  incurred  in  converting  bullion  into  coin.  They  who 
send  bullion  to  be  coined,  and  it  is  allowed  to  any  one  to  send  it,  though  they  are  charged 
with  no  seignorage,  incur  a  loss  of  interest  by  the  detention  of  their  gold  in  the  mint. 
This  loss  may  hitherto  have  amounted  to  about  11.  per  cent.,  but  it  is  to  be  presumed 
that  the  improvements  of  the  system  of  the  new  Mint  will  cause  the  detention  and  con- 
sequent loss  to  be  much  smaller.  This  11.  per  cent,  has  formed  the  limit,  or  nearly  the 
limit,  to  the  possible  rise  of  the  value  of  coin  above  that  of  bullion;  for  to  suppose  that 
coin  could,  through  any  cause,  advance  much  above  this  limit,  would  be  to  assume  that 
there  was  a  high  profit  on  a  transaction,  in  which  there  is  no  risk,  and  every  one  has  an 
opportunity  of  engaging. 

The  two  following  circumstances  conjoined  account  for  the  depression  of  the  coin 
below  the  price  of  bullion,  and  will  show  what  must  have  been  the  limit  to  its  extent 
before  1797,  the  period  of  the  suspension  of  the  cash  payments  of  the  Bank  of  England. 
First,  the  coin,  after  it  had  become  current,  was  gradually  diminished  in  weight  by  use, 
and  therefore,  if  melted,  would  produce  a  less  quantity  of  bullion.  The  average  dimi- 
nution of  weight  of  the  present  current  gold  coin  below  that  of  the  same  coin  when  fresh 
from  the  mint  appears  by  the  evidence  to  be  nearly  11.  per  cent.  This  evil,  in  more 
ancient  times,  was  occasionally  very  great.  It  was  particularly  felt  in  an  early  period 
of  his  present  Majesty's  reign,  and  led  to  the  reformation  of  the  gold  coin  in  1773.  But 
it  is  now  carefully  guarded  against,  not  only  by  the  legal  punishment  of  every  wilful 
deterioration  of  the  gold  coin,  but  also  by  the  regulation  of  the  statute,  that  guineas, 
of  which  the  full  weight  when  fresh  from  the  mint  is  5  dwts.  9|-|  grains,  shall  not  be  a 
legal  tender  if  worn  below  5  dwts.  8  grs. ;  the  depreciation  thus  allowed  being  at  the 
utmost  1.  11  per  cent.  A  still  more  material  cause  of  depression  is  the  difficulty  under 
which  the  holders  of  coin  have  been  placed  when  they  wished  to  convert  it  into  bullion. 
The  law  of  this  country  forbids  any  other  gold  coin  than  that  which  has  become  light  to 
be  put  into  the  melting  pot,  and,  with  a  very  questionable  policy,  prohibits  the  exporta- 
tion of  our  gold  coin,  and  of  any  gold,  unless  an  oath  is  taken  that  it  has  not  been  pro- 
duced from  the  coin  of  this  realm.  It  appears  by  the  evidence  that  the  difference 
between  the  value  of  gold  bullion  which  may  be  sworn  off  for  exportation  and  that  of 
the  gold  produced  or  supposed  to  be  produced  from  our  own  coin,  which,  by  law,  is 
convertible  only  to  domestic  purposes,  amounts  at  present  to  between  3*.  and  4s.  per 
ounce. 

The  two  circumstances  which  have  now  been  mentioned  have  unquestionably  con- 
stituted, in  the  judgment  of  your  Committee,  the  whole  cause  of  that  depression  of  the 
value  of  the  gold  coin  of  this  country  in  exchange  for  commodities,  below  the  value  of 
bullion  in  exchange  for  commodities,  which  has  occasionally  arisen  or  could  arise  at 
those  times  when  the  Bank  paid  in  specie,  and  gold  was  consequently  obtainable  in  the 
quantity  that  was  desired;  and  the  limit  fixed  by  those  two  circumstances  conjoined,  to 
this  excess  of  the  market  price  of  gold  above  the  Mint  price,  was  therefore  a  limit  of 
about  5fr  per  cent.  The  chief  part  of  this  depression  is  to  be  ascribed  to  that  ancient  but 
doubtful  policy  of  this  country,  which,  by  attempting  to  confine  the  coin  within  the 
kingdom,  has  served,  in  the  same  manner  as  permanent  restrictions  on  the  export  of 
other  articles,  to  place  it  under  a  disadvantage,  and  to  give  to  it  a  less  value  in  the  market 
than  the  same  article  would  have  if  subject  to  no  such  prohibition. 

Hamburgh  Currency  Methods. 

The  truth  of  these  observations  on  the  causes  and  limits  of  the  ordinary  difference 
between  the  market  and  Mint  price  of  gold,  may  be  illustrated  by  a  reference  to  the 
mode,  explained  in  the  evidence,  of  securing  a  fixed  standard  of  value  for  the  great 
commercial  payments  of  Hamburgh.  The  payments  in  the  ordinary  transactions  of  life 
are  made  in  a  currency  composed  of  the  coins  of  the  several  surrounding  states;  but 
silver  is  the  standard  there  resorted  to  in  the  great  commercial  payments,  as  gold  is  in 
England.  No  difference  analogous  to  that  which  occurs  in  this  country,  between  the 
Mint  and  market  price  of  gold,  can  ever  arise  at  Hamburgh  with  regard  to  silver,  because 
provision  is  made  that  none  of  the  three  causes  above  specified  [the  expense  of  coinage, 
the  depreciation  by  wear,  or  the  obstruction  to  exportation],  shall  have  any  operation. 
The  large  payments  of  Hamburgh  are  effected  in  Bank  money,  which  consists  of  actual 
silver  of  a  given  fineness,  lodged  in  the  Hamburgh  bank  by  the  merchants  of  the  place, 
who  thereupon  have  a  proportionate  credit  in  the  bank-books,  which  they  transfer 
according  to  their  occasions.  The  silver  being  assayed  and  weighed  with  scarcely  any 
loss  of  time,  the  first  mentioned  cause  of  fluctuation  in  the  relative  value  of  the  current 
medium  compared  with  bullion  is  avoided.  Certain  masses  of  it  being  then  certified 
(without  any  stamp  being  affixed  on  the  metal)  to  be  of  a  given  quantity  and  fineness, 
the  value  is  transferred  from  individual  to  individual  by  the  medium  merely  of  the  bank- 
books, and  thus  the  wearing  of  the  coin  being  prevented,  one  cause  of  depreciation  is 
removed.  A  free  right  is  also  given  to  withdraw,  melt  and  export  it;  and  thus  the  oilier 
and  principal  source  of  the  occasional  fall  of  the  value  of  the  current  medium  of  pay- 
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ment,  below  that  of  the  bullion  which  it  is  intended  to  represent,  is  also  effectually  pre- 
cluded. 

In  this  manner  at  Hamburgh  silver  is  not  only  the  measure  of  all  exchangeable  value, 
but  it  is  rendered  an  invariable  measure,  except  in  so  far  as  the  relative  value  of  silver 
itself  varies  with  the  varying  supply  of  that  precious  metal  from  the  mines.  In  the  same 
manner  the  usage,  and  at  last  the  law,  which  made  gold  coin  the  usual  and  at  last  the 
only  legal  tender  in  large  payments  here,  rendered  that  metal  our  measure  of  value;  and 
from  the  period  of  the  reformation  of  the  gold  coin  down  to  the  suspension  of  the  Bank 
payments  in  specie  in  1797,  gold  coin  was  not  a  very  variable  measure  of  value;  being 
subject  only  to  that  variation  in  the  relative  value  of  gold  bullion  which  depends  upon 
its  supply  from  the  mines,  together  with  that  limited  variation, which,  as  above  described, 
might  take  place  between  the  market  and  the  Mint  price  of  gold  coin. 

The  highest  amount  of  the  depression  of  the  coin  which  can  take  place  when  the 
Bank  pays  in  gold  has  just  been  stated  to  be  about  5|  per  cent.,  and  accordingly  it  will 
be  found  that  in  all  the  periods  preceding  1797,  the  difference  between  what  is  called  the 
Mint  price  and  market  price  of  gold  never  exceeded  that  limit. 

Since  the  suspension  of  cash  payments  in  1797,  however,  it  is  certain  that,  even  if 
gold  is  still  our  measure  of  value  and  standard  of  prices,  it  has  been  exposed  to  a  new 
cause  of  variation,  from  the  possible  excess  of  that  paper  which  is  not  convertible  into 
gold  at  will;  and  the  limit  of  this  new  variation  is  as  indefinite  as  the  excess  to  which 
that  paper  may  be  issued.  It  may  indeed  be  doubted  whether,  since  the  new  system  of 
Bank  of  England  payments  has  been  fully  established,  gold  has  in  truth  continued  to  be 
our  measure  of  value;  and  whether  we  have  any  other  standard  prices  than  that  circu- 
lating medium  issued  primarily  by  the  Bank  of  England  and  in  a  secondary  manner  by 
the  country  banks,  the  variations'  of  which  in  relative  value  may  be  as  indefinite  as  the 
possible  excess  of  that  circulating  medium.  But  whether  our  present  measure  of  value, 
and  standard  of  prices,  be  this  paper  currency  thus  variable  in  its  relative  value,  or  con- 
tinues still  to  be  gold,  but  gold  rendered  more  variable  than  it  was  before  in  consequence 
of  being  interchangeable  for  a  paper  currency, which  is  not  at  will  convertible  into  gold, 
it  is,  in  either  case,  most  desirable  for  the  public  that  our  circulating  medium  should 
again  be  conformed,  as  speedily  as  circumstances  will  permit,  to  its  real  and  legal 
standard,  gold  bullion. 

If  the  gold  coin  of  the  country  were  at  any  time  to  become  very  much  worn  and 
lessened  in  weight,  or  if  it  should  suffer  a  debasement  of  its  standard,  it  is  evident  that 
there  would  be  a  proportionable  rise  of  the  market  price  of  gold  bullion  above  its  Mint 
price;  for  the  Mint  price  is  the  sum  in  coin,  which  is  equivalent  in  intrinsic  value  to  a 
given  quantity,  an  ounce,  for  example,  of  the  metal  in  bullion;  and  if  the  intrinsic  value 
of  that  sum  of  coin  be  lessened,  it  is  equivalent  to  a  less  quantity  of  bullion  than  before. 
The  same  rise  of  the  market  price  of  gold  above  its  Mint  price  will  take  place,  if  the  local 
currency  of  this  particular  country,  being  no  longer  convertible  into  gold,  should  at  any 
time  be  issued  to  excess.  That  excess  cannot  be  exported  to  other  countries,  and,  not 
being  convertible  into  specie,  it  is  not  necessarily  returned  upon  those  who  issued  it;  it 
remains  in  the  channel  of  circulation,  and  is  gradually  absorbed  by  increasing  the  prices 
of  all  commodities.  An  increase  in  the  quantity  of  the  local  currency  of  a  particular 
country  will  raise  prices  in  that  country  exactly  in  the  same  manner  as  an  increase  in 
the  general  supply  of  precious  metals  raises  prices  all  over  the  world.  By  means  of  the 
increase  of  quantity,  the  value  of  a  given  portion  of  that  circulating  medium,  in  exchange 
for  other  commodities,  is  lowered ;  in  other  words,  the  money  prices  of  all  other  com- 
modities are  raised,  and  that  of  bullion  with  the  rest.  In  this  manner  an  excess  of  the 
local  currency  of  a  particular  country  will  occasion  a  rise  of  the  market  price  of  gold 
above  its  Mint  price.  It  is  no  less  evident  that  in  the  event  of  the  prices  of  commodities 
being  raised  in  one  country  by  an  augmentation  of  its  circulating  medium,  while  no 
similar  augmentation  in  the  circulating  medium  of  a  neighboring  country  has  led  to  a 
similar  rise  of  prices,  the  currencies  of  those  two  countries  will  no  longer  continue  to 
bear  the  same  relative  value  to  each  other  as  before.  The  intrinsic  value  of  a  given 
portion  of  the  one  currency  being  lessened,  while  that  of  the  other  remains  unaltered, 
the  exchange  will  be  computed  between  those  two  countries  to  the  disadvantage  of  the 
former. 

In  this  manner,  a  general  rise  of  all  prices,  a  rise  in  the  market  price  of  gold,  and 
a  fall  of  the  foreign  exchanges,  will  be  the  effect  of  an  excessive  quantity  of  circulating 
medium  in  a  country  which  has  adopted  a  currency  not  exportable  to  other  countries, 
or  not  convertible  at  will  into  a  coin  which  is  exportable. 


II. 
STATE  OF  FOREIGN  EXCHANGES. 

Your  Committee  are  thus  led  to  the  next  head  of  their  inquiry  :  the  present  state  of 
the  exchanges  between  this  country  and  the  continent.    And  here,  as  under  the  former 
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head,  your  Committee  will  first  state  the  opinions  which  they  have  received  from 
practical  men,  respecting  the  causes  of  the  present  state  of  the  exchange. 

Mr.  Greffulhe,  a  general  merchant,  trading  chiefly  to  the  continent,  ascribed  the  fall 
of  exchange  between  London  and  Hamburgh,  near  18  per  cent,  below  par,  in  the  year 
1809,  "  altogether  to  the  commercial  situation  of  this  country  with  the  continent ;  to 
the  circumstance  of  the  imports,  and  payments  of  subsidies,  &c,  having  very  much 
exceeded  the  exports."  He  stated,  however,  that  he  formed  his  judgment  of  the 
balance  of  trade  in  a  great  measure  from  the  state  of  the  exchange  itself,  though  it  was 
corroborated  by  what  fell  under  his  observation.  He  insisted  particularly  on  the  large 
imports  from  the  Baltic,  and  the  wines  and  brandies  brought  from  France,  in  return 
for  which  no  merchandise  had  been  exported  from  this  country.  He  observed  on  the 
other  hand,  that  the  export  of  colonial  produce  to  the  continent  had  increased  in  the 
last  year  compared  with  former  years  ;  and  that  during  the  last  year  there  was  an 
excess,  to  a  considerable  amount,  of  the  exports  of  colonial  produce  and  British  manu- 
factures to  Holland  above  the  imports  from  thence,  but  not  nearly  equal,  he  thought, 
to  the  excess  of  imports  from  other  parts  of  the  world,  judging  from  the  state  of  the 
exchange  as  well  as  from  what  fell  generally  under  his  observation.  He  afterwards 
explained,  that  it  was  not  strictly  the  balance  of  trade,  but  the  balance  of  payments, 
being  unfavorable  to  this  country,  which  he  assigned  as  the  principal  cause  of  the  rate 
of  exchange  ;  observing  also,  that  the  balance  of  payments  for  the  year  may  be  against 
us,  while  the  general  exports  exceed  the  imports.  He  gave  it  as  his  opinion  that  the 
cause  of  the  present  state  of  exchange  was  entirely  commercial,  with  the  addition  of 
the  foreign  expenditure  of  government ;  and  that  an  excess  of  imports  above  exports 
would  account  for  the  rates  of  exchange  continuing  so  high  as  16  per  cent,  against  this 
country,  for  a  permanent  period  of  time. 

It  will  be  found  in  the  evidence,  that  several  other  witnesses  agree  in  substance  with 
Mr.  Greffulhe,  in  this  explanation  of  the  unfavorable  state  of  the  exchange  ;  particu- 
larly Mr.  Chambers  and  Mr.  Coningham. 

Sir  Francis  Baring  stated  to  the  Committee,  that  he  considered  the  two  great  cir- 
cumstances which  affect  the  exchange  in  its  present  unfavorable  state,  to  be  the  restric- 
tions upon  trade  with  the  continent,  and  the  increased  circulation  of  this  country  in 
paper,  as  productive  of  the  scarcity  of  bullion.  And  he  instanced,  as  examples  of  a 
contrary  state  of  things,  the  seven  years'  war,  and  the  American  war,  in  which  there 
were  the  same  remittances  to  make  to  the  continent  for  naval  and  military  expenditure, 
yet  no  want  of  bullion  ever  was  felt. 

The  Committee  likewise  examined  a  very  eminent  continental  merchant,  whose 
evidence  will  be  found  to  contain  a  variety  of  valuable  information.  That  gentleman 
states,  that  the  exchange  cannot  fall  in  any  country  in  Europe  at  the  present  time,  if 
computed  in  coin  of  a  definitive  value,  or  in  something  convertible  into  such  coin,  lower 
than  the  extent  of  the  charge  of  transporting  it,  together  with  an  adequate  profit  in  pro- 
portion to  the  risk  attending  such  transmission.  He  conceives,  that  such  fall  of  our 
exchange  as  has  exceeded  that  extent  in  the  last  15  months,  must  certainly  be  referred 
to  the  circumstance  of  our  paper  currency  not  being  convertible  into  specie  ;  and  that  if 
that  paper  had  been  so  convertible,  and  guineas  had  been  in  general  circulation,  an  un- 
favorable balance  of  trade,  could  hardly  have  caused  so  great  a  fall  in  the  exchange  as 
to  the  extent  of  5  or  6  per  cent.  He  explains  his  opinion  upon  the  subject  more 
specifically  in  the  following  answers,  which  are  extracted  from  different  parts  of  his 
evidence. 

"To  what  causes  do  you  ascribe  the  present  unfavorable  course  of  exchange  ? — The 
first  great  depreciation  took  place  when  the  French  got  possession  of  the  north  of  Ger- 
many, and  passed  severe  penal  decrees  against  a  communication  with  this  country  ;  at 
the  same  time  that  a  sequestration  was  laid  upon  all  English  goods  and  property,  whilst 
the  payments  for  English  account  were  still  to  be  made,  and  the  reimbursements  to  be 
taken  on  this  country  ;  many  mo  -e  bills  were  in  consequence  to  be  sold  than  could  be 
taken  by  persons  requiring  to  make  payments  in  England.  The  communication  by 
letters  being  also  very  difficult  and  uncertain,  middle  men  were  not  to  be  found,  as  in 
usual  times,  to  purchase  and  send  such  bills  to  England  for  returns  ;  whilst  no  suit  at 
law  could  be  instituted  in  the  courts  of  justice  there  against  any  person  who  chose  to 
resist  payment  of  a  returned  bill,  or  to  dispute  the  charges  of  re-exchange.  Whilst 
those  causes  depressed  the  exchange,  payments  due  to  England  only  came  round  at 
distant  periods  ;  the  exchange  once  lowered  by  those  circumstances,  and  bullion  being 
withheld  in  England  to  make  up  those  occasional  differences,  the  operations  between 
this  country  and  the  continent  have  continued  at  a  low  rate,  as  it  is  only  matter  of 
opinion  what  rate  a  pound  sterling  is  there  to  be  valued  at,  not  being  able  to  obtain 
what  it  is  meant  to  represent." 

"The  exchange  against  England  fluctuating  from  15  to  20  per  cent.,  how  much  of 
that  loss  may  be  ascribed  to  the  effect  of  the  measures  taken  by  the  enemy  in  the  north 
of  Germany,  and  the  interruption  of  intercourse  which  has  been  the  result,  and  how 
much  to  the  effect  of  the  Bank  of  England  paper  not  being  convertible  into  cash,  to 
which  you  have  ascribed  a  part  of  that  depreciation  ?— I  ascribe  the  whole  of  the 
depreciation  to  have  taken  place  originally  in  consequenee  of  the  measures  of  the 
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enemy,  and  its  not  having  recovered  to  the  circumstance  of  the  paper  of  England  not 
being  exchangeable  for  cash." 

"  Since  the  conduct  of  the  enemy  which  you  have  described,  what  other  causes  have 
continued  to  operate  on  the  continent  to  lower  the  course  of  exchange  ? — Very  con- 
siderable shipments  from  the  Baltic,  which  were  drawn  for  and  the  bills  negotiated 
immediately  on  the  shipments  taking  place,  without  consulting  the  interest  of  the 
proprietors  in  this  country  much,  by  deferring  such  a  njgotiatiou  till  a  demand  should 
take  place  for  such  bills  :  The  continued  difficulty  and  uncertainty  in  carrying  on  the 
correspondence  between  this  country  and  the  continent  :  _  The  curtailed  number  of 
houses  to  be  found  on  the  continent  willing  to  undertake  such  operations,  either  by 
accepting  bills  for  English  account  drawn  from  the  various  parts  where  shipments  take 
place,  or  by  accepting  bills  drawn  from  this  country,  either  against  property  shipped,  or 
on  a  speculative  idea  that  the  exchange  either  ought  or  is  likely  to  rise  :  The  length  of 
time  that  is  required  before  goods  can  be  converted  into  cash,  from  the  circuitous  routes 
they  are  obliged  to  take  :  The  very  large  sums  of  money  paid  to  foreign  ship  owners, 
which  in  some  instances,  such  as  on  the  article  of  hemp,  has  amouuted  to  nearly  its 
prime  cost  in  Russia  :  The  want  of  middle  men  who  as  formerly  used  to  employ  great 
capitals  ia  exchange  operations,  who.  from  theinoreised  difficulties  and  dangers  to 
which  such  operations  are  now  subject,  are  at  present  rarely  to  be  met  with,  to  make  com- 
bined exchange  operations,  which  tend  to  anticipate  probable  ultimate  Jesuits." 

The  preceding  answers,  and  the  rest  of  this  gentleman's  evidence,  all  involve  this 
principle,  expressed  more  or  less  distinctly,  that  bullion  is  the  true  regulator  both  of  the 
value  of  a  local  currency  and  of  the  rate  of  foreign  exchanges  ;  and  that  the  free  con- 
vertibility of  paper  currency  into  the  precious  metals,  and  the  free  exportation  of  those 
metals,  place  a  limit  to  the  fall  of  exchange,  and  not  only  check  the  exchanges  from 
falling  below  that  limit,  but  recover  them  by  restoring  the  balance. 

Par  op  Exchange 

Your  Committee  need  not  particularly  point  out  in  what  respects  theso  opinions 
received  from  persons  of  practical  detail,  are  vigue  and  unsatisfactory,  and  in  what 
respects  they  are  contradictory  of  one  anoi her  ;  considerable  assistance,"  however,  may 
be  derived  from  the  information  which  the  evidence  of  these  persons  affords,  in  ex- 
plaining the  true  causes  of  the  present  sta  e  of  the  exchanges. 

Your  Committee  conceive  that  there  is  no  point  of  trade,  considered  politically, 
which  is  better  settled,  than  the  subj3ct  of  foreign  exchanges.  The  par  of  exchange  be- 
tween two  countries  is  that  sum  of  the  currency  of  either  of  the  two,  which  in  point  of 
intrinsic  value,  is  precisely  equal  to  a  given  sum  of  the  currency  of  the  other  ;  that  is, 
contains  precisely  an  equal  weight  of  gold  or  silver  of  the  same  fineness.  If  25  livres 
of  France  contained  precisely  an  equd  quantity  of  pure  silver  with  20s.  sterling,  25 
would  be  sud  to  be  the  pir  of  exchange  between  London  and  Paris.  If  one  country 
uses  gold  for  its  principal  measure  of  value,  and  another  uses  silver,  the  par  between 
those  countries  cannot  be  estimated  for  any  particular  period,  without  taking  into  ac- 
count the  relative  value  of  gold  and  silver  at  that  particular  period  ;  and  as  the  relative 
value  of  the  two  precious  metals  is  subject  to  fluctuation,  the  par  of  exchange  between 
two  such  countries  is  not  strictly  a  fixed  point,  but  fluctuates  within  certain  limits,  t  An 
illustration  of  this  will  be  found  in  the  evidence,  in  the  calculation  of  the  par  between 
London  and  Hamburgh,  which  is  estimated  to  be  34/  3^  Flemish  shillings  for  a  pound 
sterling.  That  rate  of  exchange,which  is  produced  at  any  particular  period  by  a  balance 
of  trade  or  payments  between  the  two  countries,  and  by  a  consequent  disproportion  be- 
tween the  supply  and  the  demand  of  bills  drawn  by  the  one  upon  the  other,  is  a  de- 
parture on  one  side  or  the  other  from  the  real  and  fixed  par.  But  thi3  real  par  will  be 
altered  if  any  change  takes  place  in  the  currency  of  one  of  the  two  countries,  whether 
that  change  consists  in  the  wear  or  debasement  of  a  metallic  currency  below  its  stan- 
dard, or  in  the  discredit  of  a  forced  paper  currency,  or  in  the  excess  of  a  paper  cur- 
rency, not  convertible  into  specie  ;  a  fad  having  taken  place  in  the  in- 
trinsic value  of  a  given  portion  of  one  currency,  that  portion  will  no  longer 
be  equal  to  the  same  portion,  as  before,  of  the  other  currency.  But  though 
the  real  par  of  the  currencies  is  thus  altered,  the  dealers,  having  little  or  no  occasion  to 
refer  to  the  par,  continue  to  reckon  their  course  of  exchanges  from  the  former  denom- 
ination of  the  par  ;  and  in  this  state  of  things  a  distinction  is  necessary  to  be  made  be- 
tween the  real  and  computed  course  of  exchange.  The  computed  course  of  exchange 
as  expressed  in  the  tables  used  by  the  merchants,  will  then  include,  not  only  the  real 
difference  of  exchange  arising  from  the  state  of  trade,  but  likewise  the  difference  be- 
tween the  original  par  and  the  new  par.  Those  two  sums  may  happen  to  be  added  to- 
gether in  the  calculation,  or  they  may  happen  to  be  set  against  each  other  If  the 
country,  whose  currency  has  been  depreciated  in  comparison  with  the  othei,  Has  the 
balanc  of  trade  also  against  it,  the  computed  rate  of  exchange  will  appear  to  be 
still  more  unfavorable  than  the  real  difference  of  exchange  will  be  found  to  be  ;  and  so 
if  that  same  country  has  the  balance  of  trade  in  its  favor,  the  computed  rate  of  ex- 
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change  will  appear  to  be  much  less  f  tvorable  than  the  real  difference  of  exchange  will 
be  found  to  be.  Before  the  new  coinage  of  our  silver  in  King  William's  time,  the  ex- 
change between  England  and  Holland,  computed  in  the  usual  manner  according  to  the 
standard  of  their  respective  Mint*,  was  25  per  cent,  against  England  ;  but  the  value  of 
the  current  coin  of  England  was  more  than  25  per  cent,  below  the  standard  value  ;  so 
that  if  that  of  Holland  was  at  its  full  standard,  the  real  exchange  was  in  fact  in  favor 
of  England.  It  may  happen  in  the  same  manner,  that  the  two  parts  of  the  calculation 
may  be  both  opposite  and  equal,  the  real  exchange  in  favor  of  the  country  by  trade 
being  equal  to  the  nominal  exchange  against  it  by  the  state  of  its  currency  ;  in  that  case, 
the  computed  exchange  will  be  at  par,  while  the  real  exchange  is  in  fact  in  favor  of  that 
country  Again,  the  currencies  of  both  the  countries  which  trade  together  may  have 
undergone  an  alteration,  and  that  either  in  an  equal  degree,  or  unequally  ;  in  such  a 
case,  the  question  of  the  real  state  of  the  exchange  between  them  becomes  a  little  more 
complicated,  but  it  is  to  be  resolved  exactly  upon  the  same  principle.  Without  going 
out  of  the  bounds  of  the  present  inquiry,  this  may  be  well  illustrated  by  the  present 
state  of  the  exchange  of  London  with  Portugal,  as  quoted  in  the  tables  of  the  18th  of 
May  last.  The  exchange  of  London  on  Lisbon  appears  to  be  673^  ;  ffl%d.  sterling  for 
a  milree  is  the  old  established  par  of  exchange  between  the  two  countries  ;  and  67^  ac- 
cordingly is  still  said  to  be  the  par.  But  by  the  evidence  of  Mr.  Lynde,  it  appears,  that, 
in  Portugal,  all  payments  are  now  by  law  made  one-half  in  hard  money,  and  one  half  in 
government  paper  ;  and  that  this  paper  is  depreciated  at  a  discount  of  27  per  cent  Upon 
all  payments  made  in  Portugal,  therefore,  there  is  a  discount  or  loss  of  13^  per  cent,  and 
the  exchange  at  67£,  though  nominally  at  par,  is  in  truth,  13£  per  cent,  against  this 
country.  »If  the  exchange  were  really  at  par,  it  would  be  quoted  at  56  65-100  or  appar- 
ently 13£  per  cent,  in  favor  of  London,  as  compared  with  the  old  par  which  was  fixed 
!~~*ore  the  depreciation  of  the  Portuguese  medium  of  payments.  Whether  this  13|  per 
C"  ;.  which  stands  against  this  country  by  +he  present  exchange  on  Lisbon,  is  a  real 
dT  srence  of  exchange,  occasioned  by  the  course  of  trade  and  by  the  remittances  to 
P  tugal  on  account  of  government,  or  a  nominal  and  apparent  exchange  occasioned  by 
b.  lething  in  the  state  of  our  own  currency,  or  is  partly  real  and  partly  nominal,  may 
perhaps  be  determined  by  what  your  Committee  have  yet  to  state. 

It  appears  to  your  Committee  to  have  been  long  settled  and  understood  as  a  principle 
that  the  difference  of  exchange  resulting  from  the  state  of  trade  and  payments  between 
two  countries  is  limited  by  the  expense  of  conveying  and  insuring  the  precious  metals 
from  one  country  to  the  other  ;  at  least,  that  it  cannot  for  any  considerable  length  of  time 
exceed  that  limit.  The  real  difference  of  exchange,  resulting  from  the  state  of  trade, 
and  payments  never  can  fall  lower  than  the  amount  of  such  expense  of  carriage,  includ- 
ing the  insurance.  The  truth  of  this  position  is  so  plain,  and  it  is  so  uniformly  agreed 
to  by  all  the  practical  authorities,  both  commercial  and  political,  that  your  Committee 
will  assume  it  as  indisputable. 

It  occurred,  however,  to  your  Committee  that  the  amount  of  that  charge  and  premium 
of  insurance  might  be  increased  above  what  it  has  been  in  ordinary  periods  even  of  war, 
by  the  peculiar  circumstances  which  at  present  obstruct  the  commercial  intercourse  be- 
tween this  country  and  the  continent  of  Europe  ;  and  that  as  such  an  increase  would 
place  so  much  lower  than  usual  the  limit  to  which  our  exchanges  might  fall,  an  explan- 
ation might  thereby  be  furnished  of  their  present  unusual  falL  Your  Committee  accord- 
ingly directed  their  enquiries  to  this  point. 

Cost  of  Transporting  Gold. 

It  was  stated  to  your  Committee,  by  the  merchant  who  has  been  already  mentioned  as 
being  intimately  acquainted  with  the  trade  between  this  country  and  the  Continent,  that 
the  present  expense  of  transporting  gold  from  London  to  Hamburgh,  independent  of 
the  premium  of  insurance,  is  from  1£  to  2  per  cent. ;  that  the  risk  is  very  variable  from 
day  to  day,  so  that  there  is  no  fixed  premium,  but  he  conceived  the  average  risk,  for  the 
fifteen  months  preceding  the  time  when  he  spoke,  to  have  been  about  4  per  cent.,  mak- 
ing the  whole  cost  of  sending  gold  from  London  to  Hamburgh  for  those  fifteen  months 
at  such  average  of  the  risk,  from  5-fc  to 6  percent. — Mr.  Abraham  Goldsmid  stated,  that 
in  the  last  five  or  six  months  of  the  year  1809,  the  expense  of  sending  gold  to  Holland 
varied  exceedingly,  from  4  to  7  per  cent,  for  all  charges,  covering  the  risk  as  well  as  the 
costs  of  transportation.  By  the  evidence  which  was  taken  before  the  Committees  upon 
Bank  Affairs,  in  1797,  it  appears  that  the  cost  of  sending  specie  from  London  to  Ham- 
burgh in  that  time  of  war,  including  all  charges  as  well  as  an  average  of  insur- 
ance, was  estimated  at  a  little  more  ,han  3£  per  cent.  It  is  clear,  there- 
fore, that  in  consequence  of  the  peculiar  circumstances  of  the  present  state  of  the  war, 
and  the  increased  difficulties  of  intercourse  with  the  Continent,  the  cost  of  transporting 
the  precious  metals  thither  from  this  country  has  not  only  been  rendered  more  fluctuat- 
f  ig  than  it  used  to  be,  but,  upon  the  whole,  is  very  considerably  increased.  It  would 
ppear,  however,  that  upon  an  average  of  the  risk  for  that  period  when  it  seems  to 
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liave  been  highest,  the  last  half  of  the  last  year,  the  cost  and  insurance  of  transporting 
gold  to  Hamburgh  or  to  Holland  did  not  exceed  7  per  cent.  It  was  of  course  greater 
•at  particular  times,  when  tiie  risk  was  above  th«t  average.  It  is  ( vident  al>o  that  the 
risk,  and  consequently  the  whole  cost  of  transporting  it  to  an  inland  market,  to  Paris, 
"for  example,  would  upon  an  average,  be  higher  than  that  of  carrying  it  1o  Am-ter- 
•dam  or  Hamburgh.  It  follows  that  the  limit  to  which  the  exchanges,  as  resulting 
from  the  state  of  trade,  might  fall  and  continue  unfavorable  for  a  considerable  length 
of  time,  has,  during  the  period  in  question,  been  a  good  deal  lower  than  in  former 
limes  of  war  ;  but  it  appears  also,  that  the  expense  of  remitting  specie  has  not  been 
increased  so'much,  and  that  the  limit  by  which  the  depression  of  the  exchanges  is 
bounded  has  not  been  lowered  so  much,  as  to  afford  an  adequate  explanation  of  a  faD 
of  the  exchanges  so  great  as  from  16  to  20  per  cent,  below  par.  The  increased  cost 
of  such  remittance  would  explain,  at  those  moments  when  the  risk  was  greatest,  a  fall 
of  something  more  than  7  per  cent,  in  the  exchange  with  Hamburgh  or  Holland,  and  a 
fall  still  greater  perhaps  in  the  exchange  with  Paris  ;  but  the  rest  of  the  fall  which  has 
actually  taken  place,  remains  to  be  explained  in  some  other  manner. 

Your  Committee  are  disposed  to  think  from  the  result  of  the  whole  evidence, 
oontradictory  as  it  is,  that  the  circumstances  of  the  trade  of  this  country,  in  the  course 
of  the  last  year,  were  such  as  to  occasion  a  real  fall  of  our  exchanges  with  the  Con- 
tinent to  a  certain  extent,  and  perhaps  at  one  period  almost  as  low  as  the  limit  fixed 
by  the  expense  of  remitting  gold  from  hence  to  the  respective  markets.  And  your 
•Committee  is  inclined  to  this  opinion,  both  by  what  is  stated  regarding  the  excess  of 
imports  from  the  Continent  above  the  exports,  though  that  is  the  part  of  the  subject 
which  is  left  most  in  doubt ;  and  also  by  what  is  stated  respecting  the  mode  in  which 
the  payments  in  our  trade  have  been  latterly  effected,  an  advance  being  paid  upon  the 
imports  from  the  Continent  of  Europe,  and  a  long  credit  being  given  upon  the  ex- 
ports to  other  parts  of  the  world. 


Imports  and  Exports. 

Your  Committee,  observing  how  entirely  the  present  depression  of  our  exchange 
"with  Europe  is  referred  by  many  persons  to  a  great  excess  of  our  imports  above  our 
exports,  have  called  for  an  account  of  the  aciual  value  of  those  for  the  last  five 
years  ;  and  Mr.  Irving,  the  Inspector-General  of  Customs,  has  accordingly  furnished 
the  most  accurate  estimate  of  both  that  he  has  been  enabled  to  form.  He  has  also 
•endeavored  io  forward  the  object  of  the  Committee  by  calculating  how  much  should 
oe  deducted  from  the  value  of  goods  imported,  on  account  of  articles  in  return  for 
which  nothing  is  exported.  These  deductions  consist  of  the  produce  of  fisheries,  and 
of  imports  from  the  East  and  West  Indies,  which  are  of  the  nature  of  rents,  profits, 
and  capital  remitted  to  proprietors  in  this  country.  The  balance  of  trade  in  favor  of 
this  country,  upon  the  face  of  the  account  thus  made  up,  was  : 

In  1805  about £  6,616,000 

"1806      "     ....     10,437,000 

"  1807      "     5,866,000 

"1808     "     12,481,000 

"1809      " 14,834,000 

So  far,  therefore,  as  any  inference  is  to  be  drawn  from  the  balance  thus  exhibited, 
the  exchanges  during  the  present  year,  in  which  many  payments  to  this  country  on  ac- 
count of  the  very  advantageous  baUnces  of  the  two  former  years  may  be  expected  to 
take  place,  ought  to  be  peculiarly  favorable. 

Your  Committee,  however,  place  little  confidence  in  deductions  made  even  from  the 
improved  document  which  the  industry  and  intelligence  of  the  Inspector-General  has 
onabltd  him  to  furnish.  It  is  defective,  as  Mr.  Irving  has  himself  stated,  inasmuch  as 
it  supplies  no  account  of  the  sum  drawn  by  foreigners  (which  is  at  the  present  period 
peculiarly  large),  on  account  of  freight  due  to  them  for  the  employment  of  their  ship- 
ping, nor,  on  the  other  hand,  of  the  sum  receivable  from  them  (and  forming  an  addition 
to  the  value  of  our  exported  articles),  on  account  of  freight  arising  from  the  employment 
of  British  shipping.  It  leaves  out  of  consideration  all  interest  on  capital  in  England 
possessed  by  foreigners,  and  on  capital  abroad  belonging  to  inhabitants  of  Great  Britain, 
as  well  as  the  pecuniary  transitions  between  the  governments  of  England  and  Ireland. 
It  thkesno  cognizance  of  contraband  trade,  and  of  exported  and  imported  bullion,  of 
which  no  account  is  rendered  at  the  Custom  House.  It  likewise  omits  a  most  important 
article,  the  variations  of  which,  if  correctly  stated,  would  probably  be  found  to  cor- 
respond in  a  great  degree  with  the  fluctuations  of  the  apparently  favorable  balance: 
namely,  the  bills  drawn  on  government  for  our  naval,  military,  and  other  expenses  in 
foreign  parts.     Your  Committee  had  hoped  to  receive  an  account  of  these  from  the 
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table  of  the  House;  but  there  has  been  some  difficulty  and  consequent  delay  in  executing 
a  material  part  of  the  order  made  for  them.  It  appears  from  "  An  Account,  as  far  as  it 
could  be  madeout,  of  sums  paid  for  expenses  abroad  in  1793-4-5-6,"  inserted  in  the  Ap- 
pendix of  the  Lords'  Report  on  the  occasion  of  the  Bank  Restriction  Bill,  that  the  sums 
so  paid  were, 

In  1793 £  2,785,252 

'«  1794 8,335,591 

««  1795 11,040,236 

"  1796 10,649,916 

The  following  is  an  account  of  the  official  value  of  our  Imports  and  Exports  with 
the  Continent  of  Europe,  alone,  in  each  of  the  last  five  years  : 


Imports. 

Exports. 

Balance    in    favor 

of  Great  Britain 

reckoned    in 

Official  Value. 

1805 

1806 

£10,008,649 
8,197,256 
7,973.510 
4,210,671 
9,551,857 

£15,465,430 
13,216,386 
12,689,590 
11,280,490 
23,722,615 

£  5,456,781 
5,019,13a 

1807 

4,716,080 

1808   . .'  

7,069,819* 

1809 

14,170,75a 

The  balances  with  Europe  alone  in  favor  of  Great  Britain,  as  exhibited  in  this  imper- 
fect statement,  are  not  far  from  corresponding  with  the  general  and  more  accurate  bal- 
ances before  given.  The  favorable  balance  of  1809  with  Europe  alone,  if  computed 
according  to  the  actual  value,  would  be  much  more  considerable  than  the  value  of  the 
same  year,  in  the  former  general  statement.  A  favorable  balance  of  trade  on  the  face 
of  the  account  of  exports  and  imports,  presented  annually  to  Pailiament,  is  a  very 
probable  consequence  of  large  drafts  on  Government  for  foreign  expenditure;  and  aug- 
mentation of  exports,  and  a  diminution  of  imports,  being  promoted  and  even  enforced 
by  the  means  of  such  drafts.  For,  if  the  supply  of  bills  drawn  abroad,  either  by  the 
agents  of  Government,  or  by  individuals,  is  disproportionate  to  the  demand,  the  price  of 
them  in  foreign  money  falls,  until  it  is  so  low  as  to  invite  purchasers;  and  the  purchasers, 
who  are  generally  foreigners,  not  wishing  to  transfer  their  property  permanently  to 
England,  have  a  reference  to  the  terms  on  which  the  bills  on  England  will  purchase 
those  British  commodities  which  are  in  demand,  either  in  their  own  country,  or  in 
intermediate  places,  with  which  the  account  may  be  adjusted.  Thus,  the  price  of  the 
bills  being  regulated  in  some  degree  by  that  of  British  commodities,  and  continuing  to- 
fall  till  it  becomes  so  low  as  to  be  likely  to  afford  profit  on  the  purchase  and  exportation 
of  these  commodities,  an  actual  exportation  nearly  proportionate  to  the  amount  of  the 
bills  drawn  can  scarcely  fail  to  take  place.  It  follows,  that  there  cannot  be,  for  any 
long  period,  either  a  highly  favorable  or  unfavorable  balance  of  trade;  for  the  balance 
no  sooner  affects  the  price  of  bills,  than  the  price  of  bills,  by  its  re-action  on  the  state  of 
trade,  promotes  an  equalization  of  commercial  exports  and  imports.  Your  Committee 
have  here  considered  cash  and  bullion  as  forming  a  part  of  the  general  mass  of  exported 
or  imported  articles,  and  as  transferred  according  to  the  state  both  of  the  supply  and 
the  demand;  forming,  however,  under  certain  circumstances,  especially  in  case  of  great 
fluctuations  in  the  general  commerce,  a  peculiarly  commodious  remittance. 

Your  Committee  have  enlarged  on  the  documents  supplied  by  Mr.  Irving,  for  the  sake 
of  throwing  further  light  on  the  general  question  of  the  balance  of  trade  and  the  ex- 
changes, and  of  dissipating  some  very  prevalent  errors  which  have  a  great  practical 
influence  on  the  subject  now  under  consideration. 


Actual  State  of  Foreign  Exchange. 


-»That  the  real  exchange  against  this  country  with  the  continent  cannot,  at  any  time,, 
have  materially  exceeded  the  limit  fixed  by  the  cost  at  that  time  of  transporting  specie,, 
your  Committee  are  convinced  upon  the  principles  which  havo  been  already  stated. 
That,  in  point  of  fact,  those  exchanges  have  not  exceeded  that  limit  seems  to  receive  a. 
very  satisfactory  illustration  from  one  part  of  the  evidence  of  Mr.  Greffulhe,  who,  of  all 
the  merchants  examined,  seemed  most  wedded  to  the  opinion  that  the  state  of  the 
balance  payments  alone  was  sufficient  to  account  for  any  depression  of  the  exchanges* 
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however  great.  From  what  the  Committee  have  already  stated  with  respect  to  the  par 
of  exchange,  it  is  manifest  that  the  exchange  betweeu  two  countries  is  at  its  real  par, 
when  a  given  quantity  of  gold  or  silver  in  the  one  country  is  convertible  at  the  market 
price  into  such  an  amount  of  the  currency  of  that  country,  as  will  purchase  a  bill  of 
-exchange  on  the  other  country  for  such  an  amount  of  the  currency  of  that  other 
country,  as  will  there  be  convertible  at  the  market  pi  ice  into  an  equal  quantity  of  gold 
or  silver  of  the  same  fineness.  In  the  same  manner,  the  real  exchange  is  in  favor  of  a 
country  having  money  transactions  with  another,  when  a  given  quantity  of  gold  or 
silver  in  the  former  is  convertible  for  such  an  amount  in  the  currency  of  that  latter 
country,  as  will  there  be  convertible  into  a  greater  quantity  of  gold  or  silver  of  the  same 
fineness. 

Upon  these  principles,  your  Committee  des'red  Mr.  Greffulhe  to  make  certain  calcu- 
lations, which  appear  in  his  answers  to  the  following  questions,  viz.: 

"Supposing  you  had  a  pound  weight  troy  of  gold  of  the  English  standard  at  Paris, 
and  that  you  wished  by  means  of  that  to  procure  a  bill  of  exchange  upon  London,  what 
would  be  the  amount  of  the  bill  of  exchange  which  you  would  procure  in  the  present 
circumstances  ?— I  find  that  a  pound  of  gold  of  the  British  standard  at  the  present 
market  pi  ice  of  105  francs,  and  the  exchange  at  20  livres,  would  purchase  a  bill  of  ex- 
change of  59£.  8s. 

"  At  the  present  market  price  of  gold  in  London,  how  much  standard  gold  can  you 
purchase  for  59L  8s.? — At  the  price  of  41.  12s.  I  find  it  will  purchase  13  ounces  of  gold, 
with  a  very  small  fraction. 

"Then  what  is  the  difference  per  cent,  in  the  quantity  of  slandard  gold  which  is 
equivalent  to  591.  8s.  of  our  currency  as  at  Paris  and  in  London  ? — About  8%  per  cent. 

"Suppose  you  have  a  pound  weight  troy  of  our  standard  gold  at  Hamburgh,  and 
that  you  wished  to  part  with  it  for  a  bill  of  exchange  upon  London,  what  would  be  the 
amount  of  the  bill  of  exchange,  which,  in  the  present  circumstances,  you  would  procure  ? 
— At  the  Hamburgh  price  of  101,  and  the  exchange  at  29,  the  amount  of  the  bill  pur- 
chased on  London  would  be  581.  4s. 

"  What  quantity  of  our  standard  gold,  at  the  present  price  of  41.  12s.  do  you  purchase 
for  58Z..  4s.  ? — About  12  ounces  and  3  dwts. 

*  ■  Then  what  is  the  difference  per  cent,  between  the  quantity  of  standard  gold  at 
Hamburgh  and  in  London,  which  is  equivalent  to  581.  4s.  sterling  ?—  About  5%  Ptr  cent. 

"  Suppose  you  had  a  pound  weight  troy  of  our  standard  gold  at  Amsterdam,  and 
wished  to  part  with  it  for  a  bill  of  exchange  upon  London,  what  would  be  the  amount 
sterling  of  the  bill  of  exchange  which  you  would  procure  ? — At  the  Amsterdam  price 
of  14J£>  exchange  31.6,  and  Bank  agio  1  per  cent.,  the  amount  of  the  bill  on  London 
would  be  58^.  18s. 

"  At  the  present  price  of  41. 12s.  what  quantity  of  our  standard  gold  do  you  purchase 
in  London  for  581.  18s.  sterling  ?— 12  oz.  16  dwts. 

"  How  much  is  that  per  cent.  ?— 7  per  cent." 

Simikr  calculations,  but  made  upon  different  assumed  data,  will  be  found  in  the  evi- 
dence of  Mr.  Abraham  Goldsmid.  From  these  answers  of  Mr.  Greffulhe,  it  appears, 
that  when  the  computed  exchange  with  Hamburg  was  29,  that  is,  from  16  to  17  percent, 
below  par,  the  real  difference  of  exchange,  resulting  from  the  state  of  trade  and  balance 
of  ptymen.s  was  no  more  than  5%  per  cent,  against  this  country,  that  when  the  com- 
puted exchange  with  Amsterdam  was  31.6,  that  is  about  15  per  cent,  below  par,  the  real 
exchange  was  no  more  than  7  per  cent,  against  this  country;  that  when  the  computed 
exchange  with  Paris  was  20,  that  is  20  per  cent,  below  par,  the  real  exchange  was  no 
more  than  8%  per  cent,  against  this  country.  After  making  these  allowances,  there- 
fore, for  the  effect  of  the  balance  of  trade  and  payments  upon  our  exchanges  with 
those  places,  there  will  still  remain  a  fall  of  11  per  cent,  in  the  exchange  with  Ham- 
burgh, of  above  8  per  cent,  in  the  exchange  with  Holland,  and  11^  per  cent,  in  the 
exchange  with  Paris,  to  be  explained  in  some  other  manner. 

If  the  same  mode  of  calculation  be  applied  to  the  more  recent  statements  of  the  ex- 
change with  the  continent,  it  will  perhaps  appear  that,  though  the  computed  exchange 
is  at  present  against  this  country,  the  real  exchange  is  in  its  favor. 

From  the  foregoing  reasons  relative  to  the  state  of  the  exchanges,  if  they  are  con- 
sidered apart,  your  Committee  find  it  difficult  to  resist  an  inference,  that  a  portion  at 
least  of  the  great  fall  which  the  exchanges  lately  suffered  must  have  resulted  not  from 
the  state  of  trade,  but  from  a  change  in  the  relative  value  of  our  domestic  currency. 
But,  when  this  deduction  is  joined  with  that  which  your  Comnrttee  have  stated,  re- 
specting the  change  in  the  market  price  of  gold,  that  inference  appears  to  be  demon* 
strated. 

III. 
EFFECT  OF  BANK  OF   ENGLAND    QUASI   LEGAL    TENDER    ISSUES    ON 
GOLD  EXPORTS  AND  PAPER  DEPRECIATION, 
In  consequence  of  the  opinion  which  your  Committee  entertained,  that,  in  the  present 
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artificial  condition  of  the  circulating  medium  of  this  country,  it  is  most  important  to> 
watch  the  foreign  exchanges  and  the  market  price  of  gold,  your  Committee  were  desir- 
ous to  learn  whether  the  Directors  of  the  Bank  of  England  held  the  same  opinion,  and 
derived  from  it  a  practical  rule  for  the  control  of  their  circulation;  and  particularly 
whether,  in  the  course  of  the  last  year,  the  great  depression  of  the  exchanges,  and  the- 
great  rise  in  the  price  of  gold,  had  suggested  to  the  Directors  any  suspicion  of  the  cur- 
rency of  the  country  being  excessive. 

Practice  of  the  Bank. 

Mr.  Whitmore,  the  late  Governor  of  the  Bank,  stated  to  the  Committee,  that  in 
regulating  the  general  amount  of  the  loans  and  discounts,  he  did  "  not  advert  to  the- 
circumstance  of  the  exchanges  ;  it  appearing  upon  a  reference  to  the  amount  of  our 
notes  in  circulation,  and  the  course  of  exchange,  that  they  frequently  have  no  connec- 
tion." He  afterward  said,  "My  opinion  is,  I  do  not  know  whether  it  is  that  of  the 
Bank,  that  the  amount  of  our  paper  circulation  has  no  reference  at  all  to  the  state  of 
the  exchange."  And  on  a  subsequent  day  Mr.  Whitmore  stated,  that  "the  present  un- 
favorable state  of  exchange  has  no  influence  upon  the  amount  of  their  issues,  the  Bank 
having  acted  in  precisely  the  same  way  as  they  did  before."  He  was  likewise  asked, 
whether,  in  regulating  the  amount  of  their  circulation,  the  Bank  ever  adverted  to  the 
difference  between  the  market  and  Mint  price  of  gold,  and  having  desired  to  have  time 
to  consider  that  question,  Mr.  Whitmore,  on  a  subsequent  day,  answered  it  in  the- 
following  terms,  which  suggested  these  further  questions  : 

"  In  taking  into  consideration  the  amount  of  your  notes,  out  in  circulation,  and  ir> 
limiting  the  extent  of  your  discounts  to  merchants,  do  you  advert  to  the  difference, 
when  such  exists,  between  the  market  and  the  Mint  price  of  gold  ?— We  do  advert  to* 
that,  inasmuch  as  we  do  not  discount  at  any  time  for  those  persons  who  we  know,  or 
have  good  reason  to  suppose,  export  the  gold."  . 

"  Do  you  not  advert  to  it  any  farther  than  by  refusing  discounts  to  such  persons  ? — 
We  do  advert  to  it,  inasmuch  as  whenever  any  Director  thinks  it  bears  upon  the  questions 
of  our  discounts,  and  presses  to  bring  forward  the  discussion. 

"  The  market  price  of  gold  having,  in  the  course  of  the  last  year,  risen  as  high  as- 
41.  10s.  or  41  12s.,  has  that  circumstance  been  taken  into  consideration  by  you,  so  as  to- 
have  had  any  effect  in  diminishing  or  enlarging  the  amount  of  the  outstanding  de- 
mands ? — It  has  not  been  taken  into  consideration  by  me  in  that  view." 

Mr.  Pearse,  now  Governor  of  the  Bank,  agreed  with  Mr.  Whitmore  in  this  account 
of  the  practice  of  the  Bank,  and  expressed  his  full  concurrence  in  the  same  opinion. 

Mr.  Pearse. — "In  considering  this  subject,  with  reference  to  the  manner  in  which 
Bank  notes  are  issued,  resulting  from  the  applications  made  for  discounts  to  supply  the- 
necessary  want  of  Bank  notes,  by  which  their  issue  in  amount  is  so  controlled  that  it 
can  never  amount  to  an  excess,  I  cannot  see  how  the  amount  of  Bank  notes  issued  can* 
operate  upon  the  price  of  Bullion,  or  the  state  of  the  exchanges,  and  therefore  I  am  in- 
dividually of  opinion  that  the  price  of  Bullion,  or  the  state  of  the  exchanges,  can  never 
be  a  reason  for  lessening  the  amount  of  Bank  notes  to  be  issued,  always  understanding; 
the  control  which  I  have  already  described. 

"  Is  the  Governor  of  the  Bank  of  the  same  opinion,  which  has  now  been  expressed 
by  the  Deputy  Governor  ? 

Mr.  Whitmore. — "  I  am  so  much  of  the  same  opinion,  that  I  never  think  it  neces- 
sary to  advert  to  the  price  of  gold,  or  the  state  of  tLe  exchange,  on  the  days  on  which, 
we  make  our  advances. 

"  Do  you  advert  to  these  two  circumstances  with  a  view  to  regulate  the  general 
amount  of  your  advances  ? — I  do  not  advert  to  it  with  a  view  to  our  general  advances,, 
conceiving  it  not  to  bear  upon  the  question." 

And  Mr.  Harman,  another  Bank  Director,  expressed  his  opinion  in  these  terms— "I 
must  very  materially  alter  my  opinions  before  I  can  suppose  that  the  exchanges  will  be 
influenced  by  any  modification  of  our  paper  currency." 

These  gentlemen,  as  well  as  several  of  the  merchants  who  appeared  before  the  Com- 
mittee, placed  much  reliance  upon  an  argument  which  they  drew  from  the  want  of  cor- 
respondence in  point  of  time,  observable  between  the  amount  of  Bank  of  England  notes- 
and  the  state  of  the  Hamburgh  exchange  during  several  years  ;  and  Mr.  Pearse  pre- 
sented a  paper  on  this  subject,  which  is  inserted  in  the  Appendix.  Your  Committee- 
would  feel  no  distrust  in  the  general  principles  which  they  have  stated,  if  the  discord- 
ance had  been  greater ;  considering  the  variety  of  circu  instances  which  have  a  tem- 
porary effect  on  exchange,  and  the  unceriainty  both  of  the  time  and  the  degree  in? 
which  it  may  be  influenced  by  any  given  quantity  of  pai  er.  It  may  be  added,  that  the 
numerical  amount  of  notes  (supposing  \l.  and  21.  nctes  to  be  excluded  from  thn  state- 
ment) did  not  materially  vary  during  the  period  of  the  comparison  ;  and  that  in  the  last, 
year,  when  the  general  exchanges  with  Europe  have  become  much  more  unfavorable, 
the  notes  of  the  Bank  of  England,  as  well  as  those  of  the  country  Banks,  have  beeu  very 
considerabiy  increased.     Your  Committee,  however,  on  the  whole,  are  not  of   opinion* 
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that  a  material  depression  of  the  exchanges  has  been  manifestly  to  be  traced  in  its 
amount  and  degree  to  an  augmentation  of  notes  corresponding  in  point  of  time.  They 
conceive,  that  the  more  minute  and  ordinary  fluctuations  of  exchange  are  generally  re- 
ferable to  the  course  of  our  commerce  ;  that  political  events,  operating  upon  the  state  of 
trade,  may  often  have  contributed  as  well  to  the  rise  as  to  fall  of  the  exchange  ;  and 
in  particular,  that  the  first  remarkable  depression  of  it  in  the  beginning  of  1809,  is  to  be 
ascribed,  as  has  been  stated  in  the  evidence  already  quoted,  to  commercial  events  aris- 
ing out  of  the  occupation  of  the  North  of  Germany  by  the  troops  of  the  French  Em- 
peror. The  evil  has  been  that  the  exchange,  when  fallen,  has  not  had  the  full  means 
of  recovery  under  the  subsisting  system.  „  And  if  those  occasional  depressions,  which 
arise  from  commercial  causes,  are  not  after  a  time  successively  corrected  by  the  remedy 
which  used  to  apply  itself  before  the  suspension  of  the  cash  payments  of  the  Bank,  the 
consequences  may  ultimately  be  exactly  similar  to  those  which  a  sudden  and  extrava- 
gant issue  of  paper  would  produce.  The  restoration  of  the  exchange  used  to  be  effected 
by  the  clandestine  transmission  of  guineas,  which  improved  it  for  the  moment  by  serv- 
ing as  a  remittance  ;  and  unquestionably  also  in  part,  probably  much  more  extensively, 
by  the  reduction  of  the  total  quantity  of  the  remaining  circulating  medium,  to  which 
reduction  the  banks  were  led  to  contribute  by  the  caution  which  every  drain  of  gold 
naturally  excited.  Under  the  present  system,  the  former  of  these  remedies  must  be 
expected  more  and  more  to  fail,  the  guineas  in  circulation  being  even  now  apparently 
so  few  as  to  form  no  important  remittance  ;  and  the  reduction  of  paper  seems  therefor  a 
the  chief,  if  not  the  sole  corrective,  to  be  resorted  to.  It  is  only  after  the  Bank  si  JH 
have  for  some  time  resumed  its  cash  payments,  that  both  can  again  operate,  as  they  3 
on  all  former  occasions  prior  to  the  restriction. 

The  Committee  cannot  refrain  from  expressing  it  to  be  their  opinion,  after  a  very  £- 
liberate  consideration  of  this  part  of  the  subject,  that  it  is  a  great  practical  error  to  s  fh 
pose  that  the  exchanges  with  foreign  countries,  and  the  price  of  Bullion,  are  not  Ha . 
to  be  affected  by  the  amount  of  a  paper  currency,  which  is  issued  without  the  condition 
of  payment  in  specie  at  the  will  of  the  holder.  That  the  exchanges  will  be  lowered,  and  the 
price  of  Bullion  raised,  by  an  issue  of  such  paper  to  excess,  is  not  only  established  as  a 
principle  by  the  most  eminent  authorities  upon  commerce  and  finance  ;  but  its  practical 
truth  has  been  illustrated  by  the  history  of  almost  every  state  in  modern  times  which 
has  used  a  paper  currency  ;  and  in  all  those  countries  this  principle  has  finally  been  re- 
sorted to  by  their  statesmen,  as  the  best  criterion  to  judge  by,  whether  such  currency 
was  or  was  not  excessive. 

Earlier  Variations  in  Exchange. 

In  the  instances  which  are  most  familiar  in  the  history  of  foreign  countries  the 
excess  of  paper  has  been  usually  accompanied  by  another  circumstance,  which  has  no 
place  in  our  situation  at  present,  a  want  of  confidence  in  the  sufficiency  of  those  funds 
upon  which  the  paper  h  id  been  issued.  Where  these  two  circumstances,  excess  and 
want  of  confidence,  are  conjoined,  they  will  co-operate  and  produce  their  effect  much 
more  rapidly  then  when  it  is  the  result  of  the  excess  only  of  a  paper  of  perfectly  good 
credit ;  and  in  both  cases  an  effect  of  the  same  sort  will  be  produced  upon  the  foreign 
exchanges,  and  upon  the  price  of  bullion.  The  most  remarkable  examples  of  the  former 
kind  are  to  be  found  ii  the  history  of  the  paper  currencies  of  the  British  Colonies  in 
North  America  in  the  ear'y  part  of  the  last  century  and  in  that  of  the  assignats  of  the 
French  Republic  ;  to  which  the  Committee  has  been  enabled  to  add  another,  scarcely 
less  remarkable,  from  the  money  speculations  of  the  Austrian  Government  in  the  last 
campaign,  which  will  be  found  in  the  Appendix.  The  present  state  of  the  currency  of 
Portugal  affords,  also,  an  instance  of  the  same  kind. 

Examples  of  the  other  sort,  in  which  the  depreciation  was  produced  by  excess  alo  0 
may  be  gathered  from  the  experience  of  the  United  Kingdom  at  different  times. 

In  Scotland,  about  the  end  of  the  seven  years'  war,  banking  was  carried  to  a  v  j? 
great  excess  ;  and  by  a  practice  of  inserting  in  their  promissory  notes  an  optional  cla  1 
of  paying  at  sight,  or  iu  six  months  after  sight  with  interest,  the  convertibility  of  su..-, 
notes  into  specie  at  the  will  of  the  holder  was  in  effect  suspended.  These  notes  accord- 
ingly became  depreciated  in  comparison  with  snecie  ;  and  while  this  abuse  lasted,  tha 
exchange  between  London  and  Dumfries,  for  example,  was  sometimes  four  per  cent 
against  Dumfries,  while  the  exchange  between  London  and  Carlisle,  which  is  not  thirty 
miles  distant  from  Dumfries,  was  at  par.c  The  Edingburgh  banks,  when  any  of  their 
paper  was  brought  in  to  be  exchanged  for  bills  on  London,  were  accustomed  to  extend 
or  contract  the  date  of  the  bills  they  gave,  according  to  the  state  of  the  exchange,  di- 
minishing in  this  manner  the  value  of  those  bills,  nearly  in  the  same  degree  in  which  the 
excessive  issue  had  caused  their  paper  to  be  depreciated.  This  excess  or«paper  was  at 
laM  removed  by  framing  bills  on  London  at  a  fixed  date;  for  the  payment  of  which 
bills,  or  in  other  words,  for  the  pnyment  of  which  excess  of  paper,  it  was  necessary  in 
the  first  instance  to  provide  ny  placing  large  pecuniary  funds  in  the  hands  of  their  Lon- 
don correspondents.  »  In  aid  of  such  precautionary  measures  on  the  part  of  the  Edin- 
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burgh  banks,  an  act  of  Parliament  prohibited  the  optional  clauses,  and  suppressed  ten 
and  five-shilling  notes.  The  exchange  between  England  and  Scotland  was  speedily  re- 
stored to  its  natura'  late  :  and  bills  on  London  at  a  fixed  date  having  ever  since  been 
given  in  exchange  for  the  circulating  notes  of  Scotland,  all  material  excess  of  Scottish 
paper  above  Bank  of  England  has  been  prevented,  and  the  exchange  has  been  statioi  ary. 
The  experience  of  the  Bank  of  England  itself,  within  a  very  short  period  after  its 
first  establishment,  furnishes  a  very  instructive  illustration  of  all  the  fon  going  princi- 
ples and  reasonings.  In  this  instance,  the  effects  of  a  depreciation  of  the  coin,  by  wear 
and  clipping,  were  coupled  with  the  effect  of  an  excessive  issue  of  paper.  The  Directors 
of  the  Bank  of  England  did  not  at  once  attain  a  very  accurate  knowledge  of  all  the 
principles  by  which  such  an  institution  must  be  conducted.  They  lent  money  not  only 
by  discount,  but  upon  real  securities,  mortgages,  and  even  pledges  of  commodities  not 
perishable  ;  at  the  same  time,  the  Bank  contributed  most  materially  to  the  service  of 
goven.ment  for  the  support  of  the  army  upon  the  Continent.  By  the  liberality  of  these 
loans  to  private  individuals,  as  well  as  by  the  large  advances  to  government,  the  quan- 
tity of  the  notes  of  the  B  ink  became  excessive,  their  relative  value  was  depreciated,  and 
they  fell  to  a  discount  of  17  per  cent.  At  this  time  there  appears  to  have  been  no  fail- 
ure of  the  public  confidence  in  the  funds  of  the  Bank  ;  for  its  stock  sold  for  110  per  cent., 
though  only  60  per  cent,  upon  the  subscriptions  i> ad  been  paid  in.  By  the  conjoint 
effect  of  this  depreciation  of  the  paper  of  the  Bank  from  excess,  and  of  the  depreciation 
of  the  silver  coin  from  wear  and  clipping,  the  price  of  gold  bullion  was  so  much  raised, 
that  guineas  were  as  high  as  30a.;  all  that  had  remained  of  good  silver  gradually  disap- 
peared from  the  circulation  ;  and  the  exchange  with  Holland,  which  bad  beeu  before  a 
little  affected  by  the  remittances  for  the  army,  sunk  as  low  as  25  per  cent,  under  par, when 
the  Bank  notes  were  at  a  discount  of  17  per  cent.  Several  expedients  were  tried,  both 
bv  Parliament  and  by  the  Bank,  to  force  a  better  silver  coin  into  circulation,  and  to  re- 
duce the  price  of  guineas,  but  without  effect.  At  length  the  true  remedies  were  resorted 
to  :  first,  by  a  new  coinage  of  silver,  which  restored  that  part  of  the  currency  to  its 
standard  value,  though  the  scarcity  of  money  occasioned  by  calling  in  the  old  coin 
Drought  the  Bank  into  straits,  and  even  for  a  time  affected  its  credit  ;  secondly,  by 
;aking  out  of  the  circulation  tne  excess  of  Bank  notes.  This  last  operation  appears  to 
nave  been  effected  very  judiciously.  Parliament  consented  to  enlarge  the  capital  stock 
?f  the  Bank,  but  annexed  a  condition,  directing  that  a  certain  proportion  of  the  new 
subscriptions  should  be  made  good  in  Bank  notes.  In  proportion  to  the  amount  of- notes 
sunk  in  this  manner,  the  value  of  those  which  remained  in  circulation  began  presently 
to  rise  ;  in  a  short  time  the  notes  were  at  par,  and  the  foreign  exchanges  nearly  so. 
These  details  are  all  very  fully  mentioned  in  authentic  tracts  published  at  the  time,  and 
the  case  appears  to  your  Committee  to  afford  much  instruction  upon  the  subject  of  their 
present  inquiry. 

Your  committee  must  next  refer  to  the  confirmation  and  sanction  which  all  their 
reasonings  receive  from  the  labours  of  the  Committee  of  this  House,  which  was  ap- 
pointed in  a  former  Parliament  to  examine  into  the  causes  of  the  great  depreciation  of 
the  Irish  exchange  with  England  in  1804.  Most  of  the  mercantile  persons  who  gave 
evidence  before  that  Committee,  including  two  Directors  of  the  Bank  of  Ireland,  were 
unwilling  to  admit  that  the  fall  of  the  exchange  was  in  any  degree  to  be  ascribed  to  an 
excess  of  the  paper  currency  arising  out  of  the  restriction  of  1797  ;  the  whole  fall  in  that 
case,  as  in  the  present,  was  referred  to  an  unfavorable  balance  of  trade  or  of  payments  ; 
and  it  was  also  then  affirmed,  that  "'  notes  issued  only  in  proportion  to  the  demand,  in 
exchange  for  good  and  convertible  securities,  payable  at  sp<  cific  periods,  could  not  tend 
to  any  excess  in  the  circulation,  or  to  any  depreciation."  This  doctrine,  though  more  or 
lees  qualified  by  some  of  the  witnesses,  pervades  most  of  the  evidence  given  before  that 
Committee,  with  the  remarkable  exception  of  Mr.  Mansfield,  whose  knowledge  of  the 
effects  of  that  over-issue  of  Scotch  paper,  which  has  just  been  mentioned,  led  him  to 
deliver  a  more  just  opinion  on  the  subject.  Many  of  the  witnesses  before  the  Committee, 
however  unwilling  to  acknowledge  the  real  nature  of  the  evil,  made  important  conces- 
sion*,  which  necessarily  involved  them  in  inconsistency.  They  could  not,  as  practical 
men,  controvert  the  truth  of  the  general  position,  that  "  the  fluctuations  of  exchange  be- 
tween two  countries  are  generally  limited  by  the  price  at  which  any  given  quantity  of 
bullion  can  be  purchased  in  the  circulating  medium  of  the  debtor  country  and  con- 
verted into  the  circulating  medium  of  the  creditor  country,  together  with  the  insurances 
and  charges  of  transporting  it  from  one  to  the  other."  It  was  at  the  same  time  admitted, 
that  tlie  expense  of  transporting  gold  from  England  to  Ireland,  including  insurance, was 
then  under  one  per  cent. ;  that  before  the  restriction,  the  fluctuations  had  never  long 
and  much  exceeded  this  limit ;  and,  moreover,  at  the  exchange  with  Belfast,  where 
guineas  freely  circulated  at  the  time  of  the  investigation  by  that  Committee,  was  then 
134  in  fHVor  of  Ireland,  while  the  exchange  with  Dublin,  where  only  paper  was  in  use, 
was  \0l.  per  cent,  against  that  country.*  It  also  appeared  from  such  imperfect  docu- 
ments as  it  was  ^practicable  to  furnish,  that  the  balance  of  trade  was  then  favorable  to 
Ireland.  StH,  however,  it  was  contended,  that  there  was  no  depreciation  of  Irish  paper, 
that  there  was  a  scarcity  and  consequent  high  price  of  gold,  and  that  the  diminution  of 
Irish  paper  would  not  rectify  the  exchange.     "  The  depreciation  of  Bank  paper  in  Ire- 
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land  "  (it  was  said  by  one  of  the  witnesses,  a  Director  of  the  Bank  of  Ireland)  "  is  entirely 
a  relative  term  with  respect  to  the  man  who  buys  and  sells  in  Dublin  by  that  common 
medium  :  to  him  it  is  not  dt  predated  at  all  ;  but  to  the  purchaser  of  a  bill  on  London, 
to  him  in  that  relation,  and  under  that  circumstance,  there  is  a  depreciation  of  ten  per 
cent."  By  thus  avoiding  all  comparison  with  a  view  to  the  p  >int  in  issue  between  the 
value  of  their  own  paper  and  that  of  either  the  then  circulating  medium  of  this  country 
or  of  gold  bullion,  or  even  of  gold  coin  then  passing  at  a  premium  in  other  parts  of  Ire- 
land, they  appear  to  have  retained  a  confident  opinion,  that  no  depreciation  of  Irish 
paper  had  taken  place. 

It  is  further  observab'e,  that  the  value  of  a  considerable  quantity  of  dollars  put  into 
circulation  by  the  Bank  of  Ireland  at  this  period  was  raised  to  5s.  a  dollar,  for  the  pro- 
fessed purpose  of  rendering  the  new  silver  coin  conformable  to  the  existing  state  of  the 
exchange,  a  circumstance  on  which  the  Committee  animadverted  in  their  Report,  and 
which  serves  to  show  that  the  Irish  paper  currency  could  not  stand  a  comparison  with 
the  standard  price  of  silver,  any  more  than  with  that  of  gold  bullion,  with  gold  in  coin, 
•or  with  the  then  paper  currency  of  this  kingdom. 

A  fact  was  mentioned  to  that  Committe  on  the  evidence  of  Mr.  Colville,  a  Director 
of  the  Bank  of  Ireland,  which,  though  it  carried  no  conviction  to  his  mind  of  the  tend- 
ency of  a  limitation  of  paper  to  lower  exchanges,  seems  very  decisive  on  this  point.  He 
stated  that  in  1753  and  1754,  the  Dublin  exchange  being  remarkably  unfavorable,  and 
ihe  notes  of  the  Dublin  Bank  being  suddenly  withdrawn,  the  exchange  became  singulatly 
favorable.  The  mercantile  distress  produced  on  that  occasion  was  grt  at,  through  the 
«uddennecs  of  the  operation,  for  it  was  effected,  not  by  the  gradual  and  prudential 
measures  of  the  several  Banks,  but  through  the  violent  pressure  which  their  unguarded 
issues  had  brought  upon  them.  The  general  result,  however,  is  not  ihe  less  observable. 
With  a  view  to  the  further  elucidation  of  the  subject  of  the  Iii-h  exchanges,  which 
«o  lately  attracted  the  attention  of  Parliament,  it  may  be  proper  to  remark  that  Ireland 
has  no  dealings  in  exchange  with  foreign  countries,  except  through  London,  and  that 
the  payments  from  Ireland  to  the  Continent  are  consequently  converted  into  English 
currency,  and  then  into  the  currency  of  the  countries  to  which  Ireland  is  ind.  bled. 
In  the  spring  of  1804  the  Exchange  of  England  with  the  Continent  was  above  pur,  and 
the  Exchange  of  Ireland  was  in  such  a  state  that  1181.  10s.  of  the  notes  of  the  Bank  of 
Ireland  would  purchase  only  1001.  of  those  of  the  Bank  of  England.  Therefore,  if  the 
notes  of  the  Bank  of  Ireland  were  not  depreciated,  and  it  was  so  maintained,  it  followed 
that  the  notes  of  the  Bank  of  England  were  at  more  than  10  per  cent  premium  above 
the  standard  coin  of  the  two  countries. 

The  principles  laid  down  by  the  Committee  of  1804,  had  probably  some  weight  with 
the  Directors  of  the  Bank  of  Ireland;  for  between  the  period  of  their  Report  (June, 
1804  and  January,  1806,  the  circulation  of  the  notes  of  the  Bank  of  Ireland  was  gradu- 
ally (though  witti  small  occasional  fluctuations)  reduced  from  about  three  millions  to 
2,410. 000£,  being  a  diminution  of  nearly  one-fifth;  at  the  same  time,  all  the  currency 
which  had  been  issued  under  the  name.of  silver  tokens,  was  by  law  suppressed.  The 
paper  currency,  both  of  the  Bank  of  England  and  of  the  English  country  Banks,  seems 
during  the  same  period  to  have  gradually  increased.  The  combination  of  these  two 
causes  is  likely  to  have  had  a  material  effect  in  restoring  to  par  the  Irish  exchange  with 
England. 
(•> The  Bank  of  Ireland  has  again  gradually  enlarged  its  issues  to  about  3,100,000^., 
being  somewhat  higher  than  they  stood  in  1804,  an  increase  probably  not  dispropor- 
tionate to  that  which  has  occurred  in  England  within  the  same  period.  Perhaps,  how- 
ever, it  ought  not  to  be  assumed,  that  the  diminution  of  issues  of  the  Bank  of  Ireland 
between  1804  and  1806,  would  produce  a  corresponding  reduction  in  the  issues  of  private 
Banks  in  Ireland,  exactly  in  the  same  manner  in  which  a  diminution  of  Bank  of  England 
paper  produces  that  effect  on  the  country  banks  in  Great  Britain;  because  the  Bauk  of 
Ireland  does  not  possess  the  same  exclusive  power  of  supplying  any  part  of  that  country 
with  a  paper  currency,  which  the  Bank  of  England  enjoys  in  respect  to  the  metropolis 
of  the  empire.  The  Bank  of  England,  by  restricting  the  quantity  of  this  necessary 
article  in  that  important  quarter,  can  more  effectually  secure  the  improvement  of  its 
value;  and  every  such  improvement  must  necessarily  lead,  by  a  corresponding  diminu- 
tion in  amount,  to  a  similar  augmentation  of  the  value  of  country  Bank  paper  exchange- 
able for  it.  That  the  same  diminution  of  the  circulation  of  private  Banks  took  place  in 
Ireland  is  more  than  probable,  for  the  private  Banks  in  Ireland  are  accustomed  to  give 
Bank  of  Ireland  paper  for  their  own  circulating  notes  when  required  to  do  so,  and 
therefore  could  not  but  feel  the  effect  of  any  new  limitation  of  that  paper  for  which  their 
own  was  exchangeable.  *n 

It  is  due,  however,  in  justice  to  the  present  Directors  of  the  Bank  of  England,  to 
remind  the  House  that  the  suspension  of  their  cash  payments,  though  it  appears  in  some 
degree  to  have  originated  in  a  mistaken  view  taken  by  the  Bank  of  the  peculiar  difficul- 
ties of  that  time  was  not  a  measure  sought  for  by  the  Bank,  but  imposed  upon  it  by  the 
Legislature  for  what  were  held  to  be  urgent  reasons  of  state  policy  and  public  expedi- 
ency. A.nd  it  ought  not  to  be  urged  as  matter  of  charge  against  the  Directors,  if  in  this 
novel  situation  in  which  their  commercial  company  was  placed  by  the  law,  and  entrusted 
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with  the  regulation  and  control  of  the  whole  circulating  medium  of  the  country,  they 
were  not  fully  aware  of  the  principles  by  which  bo  delicate  a  trust  should  be  executed, 
but  continued  to  conduct  their  business  of  discounts  and  advances  according  to  i heir- 
former  routine. 

Convertibility  the  Best  Regulator. 

It  is  important  at  the  same  time,  to  observe,  that  under  the  former  system,  when  the 
Bank  was  bound  to  answer  its  notes  in  specie  upon  demand,  the  stale  of  the  foreign 
exchanges  and  the  price  of  gold  did  most  materially  iuflueuce  its  conduct  in  the  issue  of 
those  notes,  though  it  was  not  thepracticeof  the  Directors  systematica,  iy  to  watch  either 
the  one  or  the  other.  So  long  as  gold  was  demaudable  for  their  paper,  they  were  spet  d- 
ily  apprised  of  a  depression  of  the  exchange,  and.  a  rise  in  the  price  of  gold,  by  a  run 
upon  them  for  that  article.  If  at  any  time  they  incautiously  exceeded  the  proper  limit 
of  their  advances  and  issues,  the  paper  was  quickly  brought  back  to  tin  m,  by  ihose  who 
were  tempted  to  piotit  by  the  market  price  of  gold  or  by  the  rate  of  exchange.  In  this 
manner  the  evil  soon  cured  itself.  The  Directors  of  the  Bank  having  their  apprehen- 
sions excited  by  the  reduction  of  their  stock  of  gold,  and  being  a'»le  to  replace  their  loss- 
only  by  reiterated  purchases  of  bullion  at  a  very  losing  price,  naturally  contracied  their 
issues  of  paper,  and  thus  gave  to  the  remaining  paper,  as  well  as  to  the  coin  for  which 
it  was  interchangeable,  an  increased  value,  while  the  clandestine  exportation  either  of 
the  coin,  or  the  gold  produced  from  it,  combined  in  improving  the  state  of  the  exchange 
and  in  producing  a  corresponding  diminution  of  the  difference  between  the  market 
price  and  Mint  price  of  gold,  or  of  paper  convertible  into  gold. 

Your  Committee  do  not  mean  to  representthat  the  manner  in  which  this  effect  resulted 
from  which  they  have  described,  was  distinctly  perceived  by  the  Bank  Directors.  The  fact 
of  the  conduct  limiting  their  paper  as  often  as  they  experienced  any  great  drain  of  gold,  is, 
however,  unquestionable.  Mr.  Bosanquet  stated,  in  his  evidem  e  before  the  secret  Com- 
mittee of  the  House  of  Lords,  in  the  year  1797,  that  in  1783,  whtn  the  Bank  experenced 
a  drain  of  cash,  which  alarmed  them,  the  Directors  took  a  bold  step  and  refused  to  make 
the  advances  on  the  loan  of  that  year.  This,  he  said,  answered  the  purpose  of  making 
a  temporary  suspension  in  the  amount  of  the  drain  of  their  specie.  And  all  the  three 
Directors  who  have  been  examined  before  your  Committee,  represent  some  restriction 
of  the  Bank  issues  as  having  usually  taken  place  at  those  periods  antecedent  to  this 
suspension  of  the  cash  payments  of  the  Bank  when  they  experienced  any  material  run. 
A  very  urgent  demand  for  guineas,  though  arising  not  from  the  high  price  of  gold  ar  dl 
the  state  of  the  exchange,  but  from  a  fear  of  iuvasion,  occurred  in  1793,  and  also  in 
1797,  and  in  each  of  these  periods  the  Bank  restrained  their  discounts,  and  consequently 
also  the  amount  of  their  notes,  very  much  below  the  demands  of  their  merchants.  Your 
Committee  question  the  policy  of  thus  limiting  the  accommodation  in  a  period  of  a. arm, 
unaccompanied  with  an  unfa vorable exchange  and  high  price  of  bullion:  but  they  con- 
sider the  conduct  of  the  Bank  at  the  two  last  mentioned  periods,  as  affording  illustration 
of  their  general  disposition,  antecedently  to  1797,  to  contract  their  loans  and  their  paper, 
when  they  found  their  gold  to  be  taken  from  ihem. 

It  was  a  necessary  consequence  of  the  suspension  of  cash  payments,  to  exempt  the 
Bank  from  that  drain  of  gold,  which,  in  former  times,  was  sure  to  result  from  an  un- 
favorable exchange  and  a  high  price  of  bullion.  And  the  Directors,  released  from  all 
fears  of  such  a  drain,  and  no  longer  feeling  any  inconvenience  from  such  a  state  of 
things,  have  not  been  prompted  to  restore  the  exchange  and  the  price  ol  gold  to  their 
proper  level  by  a  reduction  of  tneir  advances  and  issues.  The  Directors,  in  former 
times,  did  not  perhaps  perceive  and  acknowledge  the  principle  more  distinctly  than 
those  of  the  present  day,  but  they  felt  the  inconvenience,  and  ot)eyed  its  impulse;  which 
practically  established  a  check  and  limitation  to  the  issue  of  paper.  In  the  present 
times  the  inconvenience  is  not  felt;  and  the  check,  accordingly,  is  no  longer  in  force. 

But  your  Committee  beg  leave  to  report  it  to  the  House  as  their  most  clear  opinion, 
that  so  long  as  the  suspension  of  cash  payments  is  permitted  to  subsist,  the  price  of 
gold  bullion  and  the  general  course  of  exchange  with  foreign  countries,  taken  for  any 
considerable  period  of  time,  form  the  best  general  criterion  from  which  any  inference  can 
be  drawn,  as  to  the  sufficiency  or  excess  of  paper  currency  in  circulation;  and  that  the 
Bank  of  England  cannot  safely  regulate  the  amount  of  its  issues,  without  having  refer- 
ence to  the  criterion  presented  by  these  two  circumstances.  And  upon  a  review  of  all 
the  facts  and  reasonings  which  have  already  been  stated,  your  Committee  are  further 
of  opinion,  that,  although  the  commercial  state  of  this  country,  and  the  political  state 
of  the  continent,  may  have  had  some  influence  on  the  high  price  of  gold  bullion  and  the 
unfavorable  course  of  exchange  with  foreign  countries,  this  price,  and  this  depreciation, 
are  also  to  be  ascribed  to  the  w<mt  of  a  permanent  check,  and  a  sufficient  limitation  of 
the  paper  currency  in  this  country. 

Character  of  Discounts  Insufficient  to  Guard  against  Depreciation. 
In  connection  with  the  general  subject  of  this  part  of  their  report,  the  policy  of  the 
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Bank  of  England  respecting  the  amount  of  their  circulation,  your  Committee  have  now 
to  call  the  attention  of  the  House  to  another  lopic,  which  was  brought  under  their  notice- 
in  the  course  of  their  inquiry,  and  which  in  their  judgment  demands  the  most  serious, 
consideration.  The  Bank  Directors,  as  well  as  some  of  the  merchants  who  have  been 
examined,  showed  a  great  anxiety  to  state  to  your  Committee  a  doctrine,  of  the  truth 
of  which  they  professed  themselves  to  be  most  thoroughly  convinced,  that  there  can  be 
no  possible  excess  in  the  issue  of  Bank  of  England  paper,  so  long  as  the  advances  in  which 
it  is  issued  are  made  upon  the  principles  which  at  present  guide  the  conduct  of  the 
Directors,  that  is,  so  long  as  the  discount  of  mercantile  bills  are  confined  to  p*per  of  un- 
doubted solidity,  arising  out  of  real  commercial  transactions,  and  payable  at  short  and 
fixed  periods.  That  the  discounts  should  be  made  only  upon  bills  growing  out  of  real 
commercial  transactions,  and  falling  due  in  a  fixed  and  short  period,  are  sound  and  well- 
established  principles.  But  that,  while  the  Bank  is  restrained  from  paying  in  specie, 
there  need  be  no  other  limit  to  the  issue  of  their  paper  than  what  is  fixed  by  such  rule* 
of  discount,  and  that  during  the  suspension  of  cash  payments  the  discount  of  good  bills- 
falling  due  at  short  periods  cannot  lead  to  any  excess  in  the  amount  of  bank  paper  in 
circulation,  appears  to  your  Committee  to  be  a  doctrine  wholly  erroneous  in  principle 
and  pregnant  with  dangerous  consequences  in  practice. 

But  before  your  Committee  proceed  to  make  such  observations  upon  this  theory  as 
it  appears  to  them  to  deserve,  they  think  it  right  to  show  from  the  evidence,  to  what 
extent  it  is  entertained  by  some  of  those  individuals  who  have  been  at  the  head  of  the 
affairs  of  the  Bank.  The  opinions  held  by  those  individuals  are  likely  to  have  an  im- 
portant practical  influence  ;  and  appeared  to  your  Committee,  moreover,  the  best  evi- 
dence of  what  has  constituted  the  actual  policy  of  that  establishment  in  its  corporate 
capacity. 

Mr.  Whitmore,  the  late  Governor  of  the  Bank,  expressly  states,  "The  Bank  never 
force  a  note  in  circulation,  and  there  will  not  remain  a  note  in  circulation  more  than 
the  immediate  wants  of  the  public  require  ;  for  no  banker,  I  presume,  will  keep  a 
larger  stock  of  bank  notes  by  him  than  his  immediate  payments  require,  as  he  can  at 
all  times  procure  them."  The  reason  here  assigned  is  more  particularly  explained  by- 
Mr.  Whitmore,  when  he  says,  "The  Banknotes  would  revert  to  us  if  there  was  a  re- 
dundancy in  circulation,  as  no  one  would  pay  interest  for  a  bank  note  that  he  did  not 
want  to  make  use  of."  Mr.  Whitmore  further  states,  "  The  criterion  by  which  I  judge 
of  the  exact  proportion  to  be  maintained  between  the  occasions  of  the  public,  and  ihe 
issues  of  the  Bank,  is  by  avoiding  as  much  as  possible  to  discount  what  does  not  appear 
to  be  legitimate  mercantile  paper."  And  further  when  asked,  what  measure  the  court 
of  Directors  has  to  judge  by,  whether  the  quantity  of  bank  notes  out  in  circulation  is  at 
any  time  excessive,  Mr.  Whitmore  states,  that  their  measure  of  the  security  or  abund- 
ance of  bank  no  es  is  certainly  by  the  greater  or  less  application  that  is  made  to  them 
for  the  discount  of  good  paper. 

Mr.  Pearse,  late  Deputy  Governor,  and  now  Governor  of  the  Bank,  stated  very  dis- 
tinctly his  concurrence  in  opinion  with  Mr.  Whi  more  upon  this  particular  point.  He 
referred  "  to  the  manner  in  which  bank  notes  are  issued,  resulting  from  the  applications 
made  for  discounts  to  supply  the  necessary  want  of  bank  notes,  by  which  their  issue  in 
amount  is  so  controlled  that  it  can  never  amount  to  an  excess."  He  considers  "the 
amount  of  the  hank  notes  in  circulation  as  being  controlled  by  the  occasions  of  the 
public,  for  internal  purposes,''  and  that,  "  from  the  manner  in  which  the  issue  of  bank 
notes  is  controlled,  the  public  will  never  call  for  more  than  is  absolutely  necessary  for 
their  wants." 

Another  Director  of  the  Bank,  Mr.  Harman.  being  asked,  if  he  thought  that  the  sum 
total  of  discounts  applied  for,  even  though  the  accommodation  afforded  should  be  on 
the  security  i  f  go<  d  bdls  to  safe  persons,  might  be  such  as  to  produce  some  excess  in 
the  quantity  of  the  Bank  issues,  if  fully  complied  -with,  he  answered,  "I  think  if  we 
discount  only  for  solid  persons,  and  sui  h  paper  as  is  for  real  bona- fide  transactions,  we 
cannot  materially  err."  And  he  afterwards  state-*,  that  what  he  should  conj-ider  as  the 
test  of  a  superabundance  would  be,  "  money  being  more  plentiful  in  the  market." 

It  is  matt  rial  to  observe,  that  both  Mr.  Whitmore  and  Mr.  Pearse  state  that  "  the 
Bank  does  not  comply  with  the  whole  demand  upon  them  for  discounts,  and  that  they 
are  never  induced,  by  a  view  to  their  own  profit,  to  push  their  issues  beyond  what  thcjr 
deem  consistent  with  the  public  interest. " 

Another  very  important  part  of  the  evidence  of  these  gentlemen  upon  this  point,  is 
contained  in  the  following  extract 

"  Is  it  your  opinion  that  the  same  security  would  exist  against  any  excess  in  the 
issues  of  the  Bsnk,  if  the  rate  of  the  discount  were  reduced  from  51.  \o4l.  per  cent.  ?" 
Answer  — '*  The  security  of  an  excess  of  issue  would  be,  I  conceive,  precisely  the  same."" 
Mr.  Pearse. — "  I  concur  in  that  answer. " 

"If  it  were  reduced  to  SI.  per  cent.  ?" — Mr.  Whitmore. — "  I  conceive  there  would 
be  no  difference  if  our  practic  •  remained  the  same  as  now,  of  not  forcing  a  note  into* 
circulation."    Mr.  Pearse. — "  I  cone  .r  in  that  answer."  < 

Your  Committee  cannot  help  »« gain  calling  the  attention  of  the  House  to  the  view 
which  this  evidence  presents,  of  the  consequences  which  have  resulted  from  the  peculiar 
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situation  in  which  the  Bank  of  England  was  placed  by  the  suspension  of  cash  payments. 
So  long  as  the  paper  of  the  Bank  was  convertible  into  specie  at  the  will  of  the  holder,  it 
was  enough,  both  for  the  safety  of  the  Bank  and  for  tbe  public  interest  in  what  re- 
garded its  circulating  medium,  that  the  Directors  attended  only  to  tbe  character  and 
.quality  of  the  bills  discounted,  as  real  ones  and  payable  at  fixed  and  suort  periods. 
They  could  not  much  exceed  the  proper  bounds  in  respect  of  the  quantity  and  amount 
Of  bills  discounted,  so  as  thereby  to  produce  an  excess  of  their  paper  in  circulation, 
without  quickly  finding  that  the  surplus  returned  upon  themselves  in  demand  for 
specie.  The  private  interest  of  the  Bank  to  guard  themselves  against  a  continued  de- 
mand of  that  nature,  was  a  sufficient  protection  for  the  public  against  any  such  excess 
•of  Bank  paper  as  would  occasion  a  material  fall  in  the  relative  value  of  the  circulating 
medium.  The  restriction  of  cash  payments,  as  has  already  been  shown,  having  ren- 
dered the  same  preventive  policy  no  lunger  necessary  to  the  Bank,  has  removed  that 
check  upon  its  issues  which  was  the  public  security  against  an  excess.  When  the  Bank 
Directors  were  no  longer  exposed  to  the  inconvenience  of  a  drain  upon  them  for  gold, 
they  naturally  felt  that  they  had  no  such  inconvenience  to  guard  against  by  a  more  re- 
strained system  of  discounts  and  advances;  and  it  was  very  natural  tor  them  to  pursue, 
as  before  (but  without  that  sort  of  guard  and  limitation  which  was  now  become  un- 
necessary to  their  own  security),  the  same  liberal  and  prudent  system  of  commercial 
Advances  from  which  the  prosperity  of  their  own  establishment  had  resulted,  as  well 
as  in  a  great  degree  the  commercial  prosperity  of  the  whole  country.  It  was  natural 
for  the  Bank  Directors  to  believe,  that  nothing  but  benefit  could  accrue  to  the  public 
at  large,  while  they  saw  the  growth  of  Bank  profits  go  hand  in  hand  with  the  accom- 
modations granted  to  the  merchants.  It  was  hardly  to  be  expected  of  the  Directors  of 
the  Bank,  that  they  should  be  fully  aware  of  the  consequences  that  might  result  from 
their  pursuing,  after  the  suspension  of  cash  payments,  the  same  system  which  they  had 
found  a  safe  one  before.  To  watch  the  operation  of  so  new  a  law,  and  to  provide 
Against  the  injury  which  might  result  from  it  to  the  public  interests,  was  the  province, 
not  so  much  of  the  Bank  as  of  the  Legislature,  and,  in  the  opinion  of  your  Committee, 
there  is  room  to  regret  that  this  House  has  not  taken  earlier  notice  of  all  the  consequen- 
ces of  that  law. 

By  far  the  most  important  of  these  consequences  is,  that  while  the  convertibility  into 
specie  no  longer  exists  as  a  check  to  an  overissue  of  paper,  the  Bank  Directors  have  not 
perceived  that  the  removal  of  that  check  rendered  it  possible  that  such  an  excess  might 
be  issued  by  the  discount  of  perfectly  good  bills.  So  far  from  perceiving  this,  your 
Committee  have  shown  that  they  maintain  the  contrary  doctrine  with  the  utmost  con- 
fidence, however  it  may  be  qualified  occasionally  by  some  of  their  expressions.  That 
this  doctrine  is  a  very  fallacious  one,  your  Committee  cannot  entertain  a  doubt.  The 
fallacy  upon  which  it  is  founded,  lies  in  not  distinguishing  between  an  advance  of 
capital  to  merchants,  and  an  addition  of  supply  of  currency  to  the  general  mass  of  cir- 
culating medium.  If  the  advance  of  capital  only  is  considered,  as  made  to  those  who 
are  ready  to  employ  it  in  judicious  and  productive  undertakings,  it  is  evident  there  need 
be  no  other  limit  to  the  total  amount  of  advances  than  what  the  means  of  the  lender, 
and  his  prudence  in  the  selection  of  borrowers,  may  impose.  But  in  the  present  situa- 
tion of  the  Bank,  intrusted  as  it  is  with  the  function  of  supplying  the  public  with  that 
paper  currency  which  forms  the  basis  of  our  circulation,  and  at  the  same  time  not  sub- 
jected to  the  liability  of  converting  the  paper  into  specie,  every  advance  which  it  makes 
of  capital  to  the  merchants  in  the  shape  of  discount,  becomes  an  addition  also  to  the 
mass  of  circulating  medium.  In  the  first  instance,  when  the  advance  is  made  by  notes 
paid  in  discount  of  a  bill,  it  is  undoubtedly  so  much  capital,  so  much  power  of  making 
purchases,  placed  in  the  hands  of  the  merchant  who  receives  the  notes;  and  if  those 
hands  are  safe,  the  operation  is  so  far,  and  in  this  its  first  step,  useful  and  productive  to 
the  public.  But  as  soon  as  the  portion  of  circulating  medium  in  which  the  advance 
was  thus  made  performs  in  the  hands  of  him  to  whom  it  was  advanced  this  its  first 
operation  as  capital,  as  soon  as  the  notes  are  exchanged  by  him  for  some  other  article 
which  is  capital,  they  fall  into  the  channel  of  circulation  as  so  much  circulating  medium, 
and  form  an  addition  to  the  mass  of  currency.  The  necessary  effect  of  every  such  ad- 
dition to  the  mass  is  to  diminish  the  relative  value  of  any  given  portion  of  that  mass  in 
exchange  for  commodities.  If  the  addition  were  made  by  notes  convertible  into  specie, 
this  diminution  of  the  relative  value  of  any  given  portion  of  the  whole  mass  would 
speedily  bring  back  upon  the  Bank -which  issued  the  notes  as  much  as  was  excessive. 
But  if  by  law  they  are  not  so  convertible,  of  course  this  excess  will  not  be  brought  back, 
but  will  remain  in  the  channels  of  circulation,  until  paid  in  again  to  the  Bank  itself  in 
discharge  of  the  bills  which  were  originally  discounted.  During  the  whole  time  they 
remain  out,  they  perform  all  the  functions  of  circulating  medium;  and  before  they 
come  to  be  paid  in  discharge  of  those  bills,  they  have  already  been  followed  by  a  new 
issue  of  notes  in  a  similar  operation  of  discounting.  Each  successive  advance  repeats 
the  same  process.  If  the  whole  sum  of  discounts  continues  outstanding  at  a  given 
amount,  there  will  remain  permanently  out  in  circulation  a  corresponding  amount  of 
paper;  and  if  the  amount  of  discounts  is  progressively  increasing,  the  amount  of  paper, 
which  remains  out  in  circulation  over  and  above  what  is  otherwise  wanted  for  the  oc- 
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casions  of  the  public,  will  progressively  increase  also,  and  the  money  prices  of  commo- 
dities will  progressively  rise.  This  progress  may  be  as  indefinite  as  the  range  of  specu- 
lation and  adventure  in  a  great  commercial  country. 

It  is  necessary  to  observe,  that  the  law,  which  in  this  country  limits  the  rate  of  in- 
terest, and  of  course,  the  rate  at  which  the  Bank  can  legally  discount,  exposes  the- 
Bank  to  still  more  extensive  demands  for  commercial  discounts.  While  the  rate  of 
commercial  profits  is  very  considerably  higher  than  five  per  cent.,  as  it  has  lately  been 
in  many  branches  of  our  foreign  trade,  there  is  in  fact  no  limit  to  the  demands  which 
merchants  of  perfectly  good  capital,  and  of  the  most  prudent  spirit  of  enterprise,  may 
be  tempted  to  make  upon  the  Bank  for  accommodation  and  facilities  by  discount.  Nor 
can  any  argument  or  illustration  place  in  a  more  striking  point  of  view  the  extent  to 
which  such  of  the  Bank  Directors  as  were  examined  before  the  Committee,, 
seem  to  have  in  theory  embraced  that  doctrine,  upon  which  your  Committee  have 
made  these  observations,  as  well  as  the  practical  consequences  to  which  that  doctrine 
may  lead  in  periods  of  a  high  spirit  of  commercial  adventure  than  the  opinion  which 
Mr.  Whitmore  and  Mr.  Pearse  have  delivered  ;  that  the  same  complete  security  to  the 
public  against  any  excess  in  the  issues  of  the  Bank  would  exist  if  the  rate  of  discount 
were  reduced  from  five  to  four,  or  even  to  three  per  cent.  From  the  evidence,  how- 
ever, of  the  late  Governor  and  Deputy  Governor  of  the  Bank,  it  appears,  that  though 
they  state  the  principle  broadly,  that  there  ca.i  be  no  excess  of  their  circulation  if  issued 
according  to  their  rules  of  discount,  yet  they  disclaim  the  idea  of  acting  up  to  it  in  its 
whole  extent  ;  though  they  stated  the  applications  for  the  discount  of  legitimate  bills 
to  be  their  sole  criterion  of  abundance  or  scarcity,  they  gave  your  Committee  to  under- 
derstand  that  they  do  not  discount  to  the  full  extent  of  such  applications.  In  other 
words,  the  Directors  do  not  act  up  to  the  principle  which  they  represent  as  one  per- 
fectly sound  and  safe,  and  must  be  considered,  therefore,  as  possessing  no  distinct  and 
certain  rule  to  guide  their  discretion  in  controlling  the  amount  of  their  circulation. 

The  suspension  of  cash  payments  has  had  the  effect  of  committing  into  the  hands 
of  the  Directors  of  the  Bank  of  England,  to  be  exercised  by  their  sole  discretion,  the 
important  charge  of  supplying  the  country  with  that  quantity  of  circulating  medium 
which  is  exactly  proportioned  to  the  wants  and  occasions  of  the  public.  In  the  judg- 
ment of  this  Committee,  that  is  a  trust  which  it  is  unreasonable  to  expect  that  the 
Directors  of  the  Bank  of  England  should  ever  be  able  to  discharge.  The  most  detailed 
knowledge  of  the  actual  trade  of  the  country,  combined  with  the  profound  science  in 
all  the  principles  of  money  and  circulation,  would  not  enable  any  man  or  set  of  men  to 
adjust,  and  keep  always  adjusted,  the  right  proportion  of  circulating  medium  in  a 
country  to  the  wants  of  trade.  When  the  currency  consists  entirely  of  the  precious 
metals,  or  of  paper  convertible  at  will  into  the  precious  metals,  the  natural  process  of 
commerce,  by  establishing  exchanges  among  all  the  different  countries  of  the  world, 
adjusts  in  every  particular  country,  the  proportion  of  circulating  medium  to  its  actual 
occasions,  according  to  that  supply  of  the  precious  metals  which  the  mines  furnish  to 
the  general  market  of  the  world.  The  proportion  which  is  thus  adjusted  and  main- 
tained by  the  natural  operation  of  commerce,  cannot  be  adjusted  by  any  human  wis- 
dom or  skill.  If  the  natural  system  of  currency  and  circulation  be  abandoned,  and  a 
discretionary  issue  of  paper  money  substituted  in  its  stead,  it  is  vain  to  think  that  any 
rules  can  be  devised  for  the  exact  exercise  of  such  discretion  ;  that  though  some 
cautions  may  be  pointed  out  to  check  and  control  its  consequences,  such  as  are  in- 
dicated by  the  effect  of  an  excessive  issue  upon  exchanges  and  the  price  of  gold.  The 
Directors  of  the  Bank  of  England,  in  the  judgment  of  your  Committee,  have  exercised 
the  new  and  extraordinary  discretion  reposed  in  them  since  1797,  with  an  integrity  and 
a  regard  to  the  public  interest,  according  to  their  conceptions  of  it,  and  indeed  a  degree 
of  forbearance  in  turning  it  less  to  the  profit  of  the  Bank  than  it  would  easily  have  ad- 
mitted of,  that  merit  the  continuance  of  that  confidence  which  the  public  has  so  long: 
and  so  justly  felt  in  the  integrity  with  which  its  affairs  are  directed,  as  well  as  in  the 
unshaken  stability  and  ample  funds  of  that  great  establishment.  That  their  recent 
policy  involves  great  practical  errors,  which  it  is  of  the  utmost  public  importance  to 
correct,  your  Committee  are  fully  convinced  ;  but  those  errors  are  less  to  be  imputed 
to  the  Bank  Directors  than  to  be  stated  as  the  effect  of  a  new  system,  of  which,  how- 
ever, it  originated  or  was  rendered  necessary  as  a  temporary  expedient,  it  might  have 
been  well  if  Parliament  had  sooner  taken  into  view  all  the  consequences.  When  your 
Committee  consider  that  this  discretionary  power  of  supplying  the  kingdom  with  cir- 
culating medium  has  been  exercised  under  an  opinion  that  the  paper  could  not  be  issued 
to  excess,  if  advanced  in  discounts  to  merchants  in  good  bills  payable  at  stated  periods, 
and  likewise  under  an  opinion  that  neither  the  price  of  bullion  nor  the  course  of  ex- 
changes need  be  adverted  to,  as  affording  any  indication  with  respect  to  the  suffi- 
ciency or  excess  of  such  paper,  your  Committee  cannot  hesitate  to  say  that  these  opin- 
ions of  the  Bank  must  be  regarded  as  in  a  great  measure  the  operative  cause  of  the 
continuance  of  the  present  state  of  things. 
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IV. 
CONSEQUENT    INFLATION    OF    CURRENCY. 

Your  Committee  will  now  proceed  to  state  from  the  information  which  has  been 
laid  before  them  what  appears  to  have  been  the  progressive  increase,  and  to  be  the 
present  amount  of  the  paper  circulation  of  this  country,  consisting  primarily  of  the 
notes  of  the  Bank  of  England  not  at  present  couveitible  into  specie  ;  and,  in  a  second- 
ary manner,  of  the  notes  of  the  country  bankers,  which  are  convertible,  at  the  option  of 
the  holder,  into  Bank  of  England  paper.  After  having  stated  the  amount  of  Hank  of 
England  paper,  your  Committee  will  explain  the  reasons  which  induce  them  to  think 
that  the  numerical  amount  of  that  paper  is  not  alone  to  be  considered  as  decisive  of  th( 
question  as  to  its  excess  ;  and  before  stating  the  amount  of  country  bank  paper,  so  fai 
as  that  can  be  ascertained,  your  Committee  will  explain  their  reasons  for  thinking  that 
the  amount  of  the  country  bank  circulation  is  limited  by  the  amount  of  that  of  the  Bank 
of  England. 

1.  It  appears  from  the  accounts  laid  before  the  Committees  upon  the  Bank  affairs  in 
1797,  that  for  several  years  previous  to  the  year  1796,  the  average  amount  of  bank  notes 
in  circulation  was  between  10,000,0002.  and  11.000,0002.,  hardly  ever  falling  below 
9,000,0002.,  and  not  often  exceeding  to  any  great  amount  11.000,000?. 

The  following  abstract  of  the  several  accounts  referred  to  your  Committee,  or  or- 
dered by  your  Committee  from  the  Bank,  will  show  the  progressive  increase  of  the 
notes  from  the  year  1798  to  the  end  of  the  last  year. 

Average  amount  of  Bank  of  England  Notes  in  circulation  in  each  of  the  following 
years  : 


1798 
1799 
1800 
1801 
18o2 
1803 
1804 
1805 
1806 
180  7 
1808 
1809 


Notes  of  jf  5  and 
upwards,    includ- 
ing Bank  Post 
Bills. 


Notes  under  £5- 


£ 
11,527.250 
12,408,522 
13,598,666 
13,454,367 
13,917,977 
12.983,477 
12.621,848 
12,697,352 
12.844.170 
13.221,988 
13.402,160 
14.133,515 


£ 
1,807.502 
1,653,805 
2,243,266 
2,715,182 
3,13^,477 
3,864,045 
4.723.672 
4514,580 
4,291.230 
4,183,013 
4,132,420 
4,868,275 


Total. 


£ 
13.334  752 
14,062.327 
15,841  932 
16  169,594 
17,0-»4.454 
16,847,522 
17,345,020 
17,241. i»3i 
17,185.400 
17,405,001 
17,534.580 
19,001.890 


Taking  from  the  accounts  the  last  half  of  the  year  1809,  the  average  will  be  found 
iiigher  than  for  the  whole  year,  and  amounts  to  19,880,310. 

The  accounts  in  the  Appendix  give  very  detailed  returns  for  the  first  four  months  of 
the  present  year,  down  to  the  12th  May,  from  which  it  will  be  found  that  the  amount 
was  then  increasing,  particularly  in  the  smaller  notes.  The  whole  amount  of  bank 
notes  in  circulation,  exclusive  of  939,9902.  of  bank  post  bills,  will  be  found  on  the  aver- 
age of  the  two  returns  for  the  5th  and  12th  of  May  last,  to  be  14,136  610Z.  in  notes  of  52. 
and  upwards,  and  6,173,3802.  in  notes  under  52.,  making  the  sum  of  20,309,9902.  and, 
including  the  bank  post  bills,  the  sum  of  21,249,9802. 

By  far  the  most  considerable  part  of  this  increase  since  1798,  it  is  to  be  observed, 
lias  been  in  the  article  of  small  notes,  part  of  which  must  be  considered  as  having  been 
introduced  to  supply  the  place  of  the  specie  which  was  deficient  at  the  period  of  the 
«usoension  of  cash  payments.  It  appears,  however,  that  the  first  supply  of  small  notes, 
which  was  thrown  into  circulation  after  that  event,  was  very  small  in  comparison  of 
their  present  amount  ;  a  large  augmentation  of  them  appears  to  have  taken  pla-  e  from 
the  end  of  the  year  1799,  to  that  of  the  year  1802,  and  a  verv  rapid  increase  has  also 
taken  place  since  the  month  of  May,  in  the  last  year  to  the  present  time  ;  the  augmen- 
tation of  these  small  notes  from  1st  of  May,  1809,  to  the  5th  of  May,  1810,  being  from 
the  sum  of  4,509,4702.  to  the  sum  of  6,161,<»202. 

The  notes  of  the  Bank  of  England  are  principally  issued  in  advances  to  government 
for  the  public  service,  and  in  advances  to  the  merchants  upon  the  discount  of  their 
bills. 
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Your  Committee  have  had  an  account  laid  before  them,  of  advances  made  by  the 
Bank  to  government  on  land  and  malt,  Exchequer  Bills,  and  other  securities,  iii  every 
year  since  the  suspension  of  cash  payments  ;  from  which,  as  compared  with  theaccouots 
laid  before  the  Committees  of  1797,  and  which  were  then  carried  back  for  twenty  years, 
it  will  appear  that  the  yearly  advances  of  the  Bank  to  government  have  upon  an  aver- 
age, since  the  suspension,  been  considerably  lower  in  amount  than  the  average  amount 
of  advances  prior  to  that  event,  and  the  amount  of  those  advances  in  the  last  two  years, 
though  greater  in  amount  than  those  of  some  years  immediately  preceding,  is  less  than 
it  was  for  any  of  the  six  years  preceding  the  restriction  of  cash  payments. 

With  respect  to  the  amount  of  commercial  discounts,  your  Committee  did  not  think 
it  proper  to  require  from  the  Directors  of  the  Bank  a  disclosure  of  their  absolute 
amount,  being  apart  of  their  private  transactions  as  a  commercial  company,  of  which, 
without  urgent  reason,  it  did  not  seem  right  to  demand  a  disclosure.  The  late  Governor 
and  Deputy  Governor  however,  at  the  desire  of  your  Committee,  furnished  a  compara- 
tive scale,  in  progressive  numbers,  showing  the  increase  of  the  amount  of  their  dis- 
counts from  the  year  1790  to  1809,  both  inclusive.  They  made  a  request,  with  which 
your  Committee  have  thought  it  proper  to  comply,  that  this  document  might  not  be 
made  public ;  the  Committee,  therefore,  have  not  placed  it  in  the  Appendix  to  the  pres- 
ent report,  but  have  returned  it  to  the  Bank.  Your  Committee,  however,  have  to  slate 
in  general  terms,  that  the  amount  of  discounts  has  been  progressively  increasing  since 
the  year  1796  ;  and  that  their  amount  in  the  last  year  (1809)  bears  a  very  high  proportion 
to  their  largest  amount  in  any  year  preceding  1797.  Upon  this  particular  subject,  your 
-Committee  are  only  anxious  to  remark,  that  the  largest  amount  of  mercantile  discounts 
by  the  Bank,  if  it  could  be  considered  by  itself,  ought  never,  in  their  judgment,  to  be 
Tegarded  as  any  other  than  a  great  public  benefit,  and  that  it  is  only  the  excess  of  paper 
currency  thereby  issued,  and  kept  out  in  circulation,  which  is'to  be  considered  as  the 
evil. 

Quantity  op  Currency  Required  a  Relative  Matter. 

But  your  Committee  must  not  omit  to  state  one  very  important  principle,  that  the 
mere  numerical  return  of  the  amount  of  bank  notes  out  in  circulation,  cannot  be  con- 
sidered as  at  all  deciding  the  question  whether  such  paper  is  or  is  not  excessive.  It  is 
necessary  to  have  recourse  to  other  tests.  The  same  amount  of  paper  may  at  one  time 
oe  less  than  enough,  and  at  another  time  more.  The  quantity  of  currency  required  will 
vary  in  some  degree  with  the  extent  of  trade  ;  and  the  increase  of  our  trade,  which  has 
taken  place  since  the  suspension,  must  have  occasioned  some  increase  in  the  quantity  of 
our  currency.  But  the  quantity  of  currency  bears  no  fixed  proportion  to  the  quantity 
of  commodities ;  and  any  inferences  proceeding  upon  such  a  supposition  would  be 
entirely  erroneous.  The  effective  currency  of  the  country  depends  upon  the  quickness 
of  circulation,  and  the  number  of  exchanges  performed  in  a  given  time,  as  well  as  upon 
its  numerical  amount ;  and  all  the  circumstances,  which  have  a  tendency  to  quicken  or 
to  retard  the  rate  of  circulation,  render  the  same  amount  of  currency  more  or  less 
adequate  to  the  amount  of  trade.  A  much  smaller  amount  is  required  in  a  high  state 
of  public  credit,  than  when  alarms  make  individuals  call  in  their  advances,  and  provide 
against  accidents  by  hoarding  ;  and  in  a  period  of  commercial  security  and  private  con- 
fidence, than  when  mutual  distrust  discourages  pecuniary  arrangements  for  any  distant 
time.  But,  above  all.  the  same  amount  of  currency  will  be  more  or  less  adequate,  in 
proportion  to  the  skill  which  the  great  money-dealers  possess  in  managing  and  econ- 
omizing the  use  of  the  circulating  medium.  Your  Committee  are  of  opinion,  that  the 
improvements  which  have  taken  place  of  late  years  in  this  country,  and  particularly  in 
the  district  of  London,  with  regard  to  the  use  and  economy  of  money  among  bankers, 
and  in  the  mode  of  adjusting  commercial  payments,  must  have  had  a  much  greater 
effect  than  has  hitherto  been  ascribed  to  them,  in  rendering  the  same  sum  adequate  to  a 
much  greater  amount  of  trade  and  payments  than  formerly.  Some  of  those  improve 
ments  will  be  found  detailed  in  the  evidence  :  they  consist  principally  in  the  increased 
use  of  bankers'  drafts  in  the  common  payments  of  London  ;  the  contrivance  of  bring- 
ing all  such  drafts  daily  to  a  common  receptacle,  where  they  are  balanced  against  each 
other  ;  the  intermediate  agency  of  bill-brokers;  and  several  other  changes  in  the  prac- 
tice of  London  bankers,  are  to  the  same  effect,  of  rendering  it  unnecessary  for  them  to 
keep  so  large  a  deposit  of  money  as  formerly.  Within  the  London  district,  it  would 
certainly  appear,  that  a  smaller  sum  of  money  is  required  than  formerly,  to  perform  the 
same  number  of  exchanges  and  amount  of  payments,  if  the  rate  of  prices  had  remained 
the  same.  It  is  material  also  to  observe,  that  both  the  policy  of  the  Bank  of  England 
itself,  and  the  competition  of  the  country  bank  paper  have  tended  to  compress  the 
paper  of  the  Bank  of  England,  more  and  more,  within  London  and  the  adjacent  district. 
All  these  circumstances  must  have  co-operated  to  render  a  smaller  augmentation  of 
Bank  of  England  paper  necessary  to  supply  the  demands  of  our  increased  trade  than 
might  otherwise  have  been  required  ;  and  shew  how  impossible  it  is,  from  the  numer- 
ical amount  alone  of  that  paper,  to  pronounce  whether  it  is  excessive  or  not  :  a  more 
sure  criterion  must  be  resorted  to  ;  and  such  a  criterion,  your  Committee  have  already 
shewn,  is  only  to  be  found  in  the  state  of  the  exchanges,  and  the  price  of  gold  bullion. 
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The  particular  circumstances  of  the  two  years  which  are  so  remarkable  in  the  recent 
history  of  our  circulation,  1793  and  1797,  throw-  great  light  upon  the  principle  which 
your  Committee  have  last  f-tated. 

In  the  year  1793,  the  distress  was  occasioned  by  a  failure  of  confidence  in  the  coun- 
try circulation,  and  a  consequent  pressure  upon  that  of  London.  The  Bank  of  England 
did  not  think  it  advisable  to  enlarge  their  issues  to  meet  this  increased  demand,  and 
their  notes,  previously  issued,  circulating  less  freely  in  consequence  of  the  alarm  that 
prevailed,  proved  insufficient  for  the  necessary  payments.  In  this  crisis,  Parliament 
applied  a  remedy,  very  similar,  in  its  effect,  to  an  enlargement  of  the  advances  and 
issaes  of  the  bank  ;  a  loan  of  exchequer  bills  was  authorized  to  be  made  to  as  many 
mercantile  persons,  giving  good  security,  as  should  apply  for  them  ;  and  the  confidence 
which  this  measure  diffused,  as  well  as  the  increased  means  which  it  afforded  of  obtain- 
ing bank  notes  through  the  sale  of  the  exchequer  bills,  speedily  relieved  the  distress 
both  of  London  and  of  the  country.  Without  offering  an  opinion  upon  the  expediency 
of  the  particular  moie  in  which  this  operation  was  effected,  your  Committee  think  it 
an  important  illustration  of  the  principle,  that  an  enlarged  accommodation  is  the  true 
remedy  for  that  occasional  failure  of  confidence  in  the  country  districts,  to  which  our 
system  of  paper  credit  is  unavoidably  exposed. 

The  circumstances  which  occurred  in  the  beginning  of  the  year  1797,  were  very 
similar  to  those  of  1793  ;— an  alarm  of  invasion,  a  run  upon  the  country  banks  for  gold, 
the  failure  of  some  of  them,  and  a  run  upon  the  bank  of  England,  forming  a  crisis  like 
that  of  1793,  for  which,  perhaps,  an  effectual  remedy  might  have  been  provided,  if  the 
Bank  of  England  had  had  courage  to  extend  instead  of  restricting  its  accommodations 
and  issue  of  notes.  Some  few  persons,  it  appears  from  the  Report  of  the  Secret  Com- 
mittee of  the  Lords,  were  of  this  opinion  at  the  time  ;  and  the  late  Governor  and  Deputy- 
Governor  of  the  Bank  stated  to  your  Committee,  that  they,  and  many  of  the  Directors, 
are  now  satisfied  from  the  experience  of  the  year  1797,  that  the  diminution  of  their 
notes  in  that  emergency  increased  the  public  distress  ;  an  opinion  in  the  correctness  of 
which  your  Committee  entirely  concur. 

It  appears  to  your  Committee,  that  the  experience  of  the  Bank  of  England  in  the 
years  1793  and  1797,  contrasted  with  the  facts  which  have  been  stated  in  the  present 
report,  suggests  a  distinction  most  important  to  be  kept  in  view  between  that  demand 
upon  the  Bank  for  gold  for  the  supply  of  the  domestic  channels  of  circulation,  some- 
times a  very  great  and  sudden  one,  which  is  occasioned  by  a  temporary  failure  of  confi- 
dence, and  that  drain  upon  the  Bank  for  gold  which  grows  out  of  an  unfavorable 
state  of  the  foreign  exchanges.  The  former,  while  the  Bank  maintains  its  high  credit, 
seems  likely  to  be  best  relieved  by  a  judicious  increase  of  accommodation  to  the  coun- 
try; the  latter,  so  long  as  the  bank  does  not  pay  in  specie,  ought  to  suggest  to  the 
Directors  a  question,  whether  their  issues  may  not  be  already  too  abundant. 

Your  committee  have  much  satisfaction  in  thinking  that  the  Directors  are  perfectly- 
aware  that  they  may  err  by  a  too  scanty  supply  in  a  period  of  stagnant  credit.  And 
your  Committee  are  clearly  of  opinion,  that  although  it  ought  to  be  the  general  policy^ 
of  the  Bank  Directors  to  diminish  their  paper  in  the  event  of  a  long  continuance  of  a, 
high  price  of  bullion  and  a  very  unfavorable  exchange,  yet  it  is  essential  to  the  com- 
mercial interests  of  this  country,  and  to  the  general  fulfilment  of  those  mercantile 
engagements  which  a  free  issue  of  paper  may  have  occasioned,  that  the  accustomed 
degree  of  accommorlation  to  the  merchants  should  not  be  suddenly  and  materially 
reduced  ;  and  that  if  any  general  and  serious  difficulty  or  apprehension  on  this  subject 
should  arise,  it  may,  in  the  judgment  of  your  Committee,  be  counteracted  without 
danger,  and  with  advantage  to  the  public,  by  a  liberality  in  the  issue  of  Bank  of  Eng- 
land paper  proportioned  to  the  urgency  of  the  particular  occasion.  Under  such  cir- 
cumsiances,  it  belongs  to  the  Bank  to  take  likewise  into  their  own  consideration,  how 
far  it  may  be  practicable,  consistently  with  a  due  regard  to  the  immediate  interests  of 
the  public  service,  rather  to  reduce  their  paper  by  a  gradual  reduction  of  their 
advances  to  government,  than  by  too  suddenly  abridging  the  discounts  to  the  mer- 
chants. 

Circulation  of  Country  Bankers. 

Before  your  Committee  proceed  to  detail  what  they  have  collected  with  respect 
to  the  amount  of  country  bank  paper,  they  must  observe,  that  so  long  as  the  cash  pay- 
ments of  the  Bank  are  suspended,  the  whole  paper  of  the  country  bankers  is  a  super- 
structure raised  upon  the  foundation  of  the  paper  of  the  Bank  of  England.  The  same 
check,  which  the  convertibility  into  specie,  under  a  better  system,  provides  against  the 
excess  of  any  part  of  the  paper  circulation  is,  during  the  present  system,  provided 
against  an  excess  of  country  bank  paper,  by  its  convertibility  into  Bank  of  England 
paper.  If  an  excess  of  paper  be  issued  in  a  country  district,  while  the  London  circula- 
tion does  not  exceed  its  due  proportion,  there  will  be  a  local  rise  of  prices  in  that 
country  district,  but  prices  in  London  will  remain  as  before.  Those  who  have  the 
country  paper  in  their  hands  will  prefer  buying  in  London  where  things  are  cheaper, 
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and  will  therefore  return  that  country  paper  upon  the  banker  who  issued  it,  and  will 
demand  from  him  Bank  of  England  notes  or  bills  upon  London  ;  and  thus,  the  excess 
of  country  paper  being  continually  returned  upon  the  issuers  for  Bank  of  England 
paper,  the  quantity  of  the  latter  necessarily  and  effectually  limits  the  quantity  of  the 
former.  This  is  illustrated  by  the  account  which  has  been  already  given  of  the  excess, 
and  subsequent  limitation,  of  the  paper  of  the  Scotch  banks,  about  the  year  1763.  If 
the  Bank  of  England  paper  itself  should  at  any  time,  during  the  suspension  of  cash 
payments,  be  issued  to  excess,  a  corresponding  excess  may  be  issued  of  country  Bank 
paper  which  will  not  be  checked  ;  the  foundation  being  enlarged,  the  superstructure 
admits  of  a  proportionate  extension.  And  thus,  under  such  a  system,  the  excess  of 
Bank  of  England  paper  will  produce  its  effect  upon  prices  not  merely  in  the  ratio  of 
its  own  increase,  but  in  a  much  higher  proportion. 

It  has  not  been  in  the  power  of  your  Committee  to  obtain  such  information  as  might 
enable  them  to  state,  with  anything  like  accuracy,  the  amount  of  country  bank  paper 
in  circulation.  But  they  are  led  to  infer  from  all  the  evidence  they  have  been  able  to 
procure  on  this  subject,  not  only  that  a  great  number  of  new  country  banks  has  been 
established  within  these  last  two  years,  but  also  that  the  amount  of  issues  of  those  which 
are  of  an  older  standing  has  in  general  been  very  considerably  increased  ;  whilst  on  the 
other  hand,  the  high  state  of  mercantile  and  public  credit,  the  proportionate  facility  of 
converting  at  short  notice  all  public  and  commercial  securities  into  Bank  of  England 
paper,  joined  to  the  preference  generally  given  within  the  limits  of  its  own  circulation 
to  the  paper  of  a  well-established  country  bank  over  that  of  the  Bank  of  England,  have 
probably  not  rendered  it  necessary  for  them  to  keep  any  large  permanent  d<  posits  of 
Bank  of  England  paper  in  their  hands.  And  it  seems  reasonable  to  believe  that  the 
total  amount  of  the  unproductive  stock  of  all  the  country  banks,  consisting  of  specie 
and  Bank  of  England  paper,  is  much  less,  at  this  period,  under  a  circulation  vastly 
increased  in  extent,  than  it  was  before  the  restriction  of  1797.  The  temptation  to 
establish  country  banks,  and  issue  promissory  notes,  has  therefore  greatly  increased. 
Some  conjecture  as  to  the  probable  total  amount  of  those  issues,  or  at  l<jast  as  to  their 
recent  increase,  may  be  formed,  as  your  Committee  conceive,  from  the  amount  of  the 
duties  paid  for  stamps  on  the  reissuable  notes  of  country  bauks  in  Great  Britain.  The 
total  amount  of  these  duties  for  the  year  ended  on  the  10th  of  October,  1808.  appears  to 
have  been  60,522Z.  15s.  M.  and  for  the  year  ended  on  the  10th  of  Octob<  r,  1809,  175,129^- 
17s.  Id.  It  must,  however,  be  observed,  that  on  the  10th  of  October,  1808,  these  duties 
experienced  an  augmentation  somewhat  exceeding  one-third  ;  and  that  some  regula- 
tions were  made,  imposing  limitations  with  respect  to  the  reissue  of  all  notes  not 
exceeding  21.  2s.,  the  effect  of  which  has  been  to  produce  a  much  more  than  ordinary 
demand  for  stamps  or  notes  of  this  denomination  within  tLe  year  1809.  Owing  to  this 
circumstance,  it  appears  impossible  to  ascertain  what  may  have  been  the  real  increase 
in  the  circulation  of  the  notes,  not  exceeding  21.  2s. ,  within  the  last  year  ;  but  with 
respect  to  the  notes  of  a  higher  value,  no  alteration  having  been  made  in  the  law  as  to 
their  reissue,  the  following  comparison  cffords  the  best  statement  that  can  be  collected 
from  the  documents  before  the  Committee,  of  the  addition  made  in  the  year  1809,  to 
the  number  of  those  notes. 

Number  of  Country  Bank  Notes  exceeding  21.  2s.  each,  stamped  in  the  years  ended  the 
10th  of  October,  1808,  and  10th  of  October,  1809.  respectively  : 

1808.  1809. 

No.  No. 

Exceeding  £2  2,  and  not  exceeding  £5  5 •.' 666,071  922,073 

Exceeding  £5  5,  and  not  exceeding  £20 198,473  380,006 

Exceeding  £20,  and  not  exceeding  £30 2,425 

Exceeding  x'30,  and  not  exceeding  £50 674 

Exceeding  £50,  and  not  exceeding  £100 2,611 

Assuming  that  the  notes  in  the  first  two  of  these  classes  were  all  issued  for  the  low- 
est denomination  to  which  the  duties  lespectively  attach,  and  such  as  are  most  com- 
monly met  with  in  the  circulation  of  country  paper,  viz.,  notes  of  51.  and  101.  [although 
in  the  second  class  there  is  a  considerable  number  of  201.)  and  even  omitting  altogether 
from  the  comparison  the  notes  of  the  three  last  classes,  the  issue  of  which  your  Com- 
mittee understands  is  in  fact  confined  to  the  chartered  banks  of  Scotland,  the  result 
would  be,  that,  exclusive  of  any  increase  in  the  number  of  notes  under  21.  2s.  the  amount 
of  country  bank  paper  stamped  in  the  year  ended  the  10th  of  October,  1809,  has 
exceeded  that  of  the  year  ended  on  the  10th  of  October,  1808,  in  the  sum  of  3,095,3402. 
Your  Committee  can  form  no  positive  conjecture  as  to  the  amount  of  country  bank 
paper  cancelled  and  withdrawn  from  circulation  in  the  course  of  the  last  year.  But 
considering  that  it  is  the  interest  and  practice  of  the  country  bankers  to  use  the  same 
notes  as  long  as  possible  ;  that,  as  the  law  now  stands,  there  is  no  limitation  of  time  to 
the  reissuing  of  th^se  not  exceeding  21.  2s.  ;  and  that  all  above  that  amount  are  reissua- 
ble for  three  years  from  the  date  of  their  first  issuing,  it  appears  difficult  to  suppose 
that  the  amount  of  notes  above  21.  2s.  cancelled  in  1809,  could  be  equal  to  the  whole 
amount  stamped  in  1808  ;  but  even  upon  that  supposition,  there  would  still  be  an  increase 
for  1809  in  the  notes  of  51.  and  101.  alone,  to  the  amount  above  specified  of  3,095,340k 
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to  which  must  be  added  an  increase  within  the  same  period  of  Bank  of  England  notes 
to  the  amount  of  about  1,500,0007.,  making  in  the  year  1809,  an  addition  in  the  whole 
of  between  four  and  five  millions  to  the  circulation  of  Great  Britain  alone,  deducting 
only  the  gold  which  may  have  been  withdrawn  in  the  course  of  that  year  from  actual 
circulation,  which  cannot  have  been  very  considerable,  and  also  making  an  allowance 
for  some  increase  in  the  amount  of  such  country  paper,  as,  though  stamped,  may  not  be 
in  actual  circulation.  This  increase  in  the  general  paper  currency  in  last  year,  even 
after  these  deductions,  would  probably  be  little  short  of  the  amount  which  in  almost 
any  one  year,  since  the  discovery  of  America,  has  been  added  to  the  circulating  coin  of 
the  whole  of  Europe.  Although,  as  your  Committee  has  already  had  occasion  to  observe, 
no  certain  conclusion  can  be  drawn  from  the  numerical  amount  of  paper  in  circulation, 
considered  abstractedly  from  all  other  circumstances,  either  as  to  such  paper  being  in 
excess,  or  still  less  as  to  the  proportion  of  such  excess ;  yet  they  must  remark,  that  the 
fact  of  any  very  great  and  rapid  increase  in  that  amount  when  coupled  and  attended 
with  all  the  indications  of  a  depreciated  circulation,  does  afford  the  strongest  confirma- 
tory evidence,  that  from  the  want  of  some  adequate  check,  the  issues  of  such  paper 
have  not  been  restrained  within  their  proper  limits. 

Your  Committee  cannot  quit  this  part  of  the  subject  without  further  observing,  that 
the  addition  of  between  four  and  five  millions  sterling  to  the  paper  circulation  of  this 
country,  has  doubtless  been  made  at  a  very  small  expense  to  the  parties  issuing  it,  only 
about  100,000^.  having  been  paid  thereupon  in  stamps  to  the  revenue,  and  probably  for 
the  reasons  already  stated,  no  corresponding  deposits  of  gold  or  Bank  of  England  notes 
being  deemed  by  the  country  banks  necessary  to  support  their  additional  issues.  These 
parties,  therefore,  it  may  be  fairly  stated,  have  been  enabled  under  the  protection  of  the 
law,  which  virtually  secures  them  against  such  demands,  to  create  within  the  last  year 
or  fifteen  months,  at  a  very  trifling  expense,  and  in  a  manner  almost  free  from  all  pres- 
ent risk  to  their  respective  credits  as  dealers  in  paper  money,  issues  of  that  article  to  the 
amount  of  several  millions,  operating,  in  the  first  instance  and  in  their  hands,  as  capital 
for  their  own  benefit,  and  when  used  as  such  by  them,  falling  into  and  in  succession 
mixing  itself  with  the  mass  of  circulation  of  which  the  value  in  exchange  for  all  other 
commodities  is  gradually  lowered  in  proportion  as  that  mass  is  augmented.  If  your  * 
Committee  could  be  of  opinion  that  the  wisdom  of  Parliament  would  not  be  directed  to 
apply  a  proper  remedy  to  a  state  of  things  so  unnatural,  and  teeming,  if  not  corrected  in 
time,  with  ultimate  consequences  so  prejudicial  to  the  public  welfare,  they  would  not 
hesitate  to  declare  an  opinion,  that  some  mode  ought  to  be  derived  of  enabling  the  state 
to  participate  much  more  largely  in  the  profits  accruing  from  the  present  system  ;  but 
as  this  is  by  no  means  the  policy  they  wish  to  recommend,  they  will  conclude  their 
observations  on  this  part  of  the  subject,  by  observing  that  in  proportion  as  they  most 
fully  agree  with  Dr.  Adam  Smith  and  all  the  most  able  writers  and  statesmen  of  this 
country,  in  considering  a  paper  circulation  constantly  convertible  into  specie,  as  one  of 
the  greatest  practical  improvements  which  can  be  made  in  the  political  and  domestic 
economy  of  any  state  ;  and  in  viewing  the  establishment  of  the  country  banks  issuing 
such  paper  as  a  most  valuable  and  essential  branch  of  that  improvement  in  this  king- 
dom ;  in  the  same  proportion  is  your  Committee  anxious  to  revert  as  speedily  as  possible 
to  the  former  practice  and  state  of  things  in  this  respect  :  convinced  on  the  one  hand 
that  anything  like  a  permanent  and  systematic  departure  from  that  practice  must  ulti- 
mately lead  to  results,  which  among  other  attendant  calamities,  would  be  destructive  of 
the  system  itself  ;  and  on  the  other,  that  such  an  event  would  be  the  more  to  be  depre- 
cated, as  it  is  only  in  a  country  like  this,  where  good  faith,  both  public  and  private,  is 
held  so  high,  and  where,  under  the  happy  union  of  liberty  and  law,  property  and  the 
securities  of  every  description  by  which  it  is  represented,  are  equally  protected  against 
the  encroachments  of  power  and  the  violence  of  popular  commotion,  that  the  advan- 
tages of  this  system,  unaccompanied  with  any  of  its  dangers,  can  be  permanently 
enjoyed,  and  carried  to  their  fullest  extent. 


V. 
CONCLUSIONS. 

Upon  a  review  of  all  the  facts  and  reasonings,  which  have  been  submitted  to  the 
consideration  of  your  Committee  in  the  course  of  their  inquiry,  they  have  formed  an 
opinion,  which  they  submit  to  the  House  :  That  there  is  at  present  an  excess  in  the 
paper  circulation  of  this  country,  of  which  the  most  unequivocal  symptom  is  the  very 
high  price  of  bullion,  and  next  to  that,  the  low  state  of  the  continental  exchanges  ; 
that  this  excess  is  to  be  ascribed  to  the  want  of  a  sufficient  check  and  control  in  the 
issues  of  paper  from  the  Bank  of  England  ;  and  originally  to  the  suspension  of  cash 
payments,  whieh  removed  the  natural  and  true  control.  For,  upon  a  general  review  of 
the  subject,  your  Committee  are  of  opinion  that  no  safe,  certain,  and  constantly  ade- 
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quate  provision  against  an  excess  of  paper  currency,  either  occasional  or  permanent, 
•can  be  found  except  in  the  convertibility  of  all  such  paper  into  specie.  Your  Com- 
mittee cannot,  therefore,  but  see  reason  to  regret  that  the  suspension  of  cash  payments, 
which,  in  the  most  favorable  light  in  which  it  c*n  be  viewed,  was  only  a  temporary 
measure,  has  been  continued  so  long  ;  and  particularly  that  by  the  manner  in  which  the 
present  continuing  act  is  framed,  the  character  should  have  been  given  to  it  of  a  per- 
manent war  measure. 

Your  Committee  conceive  that  it  would  be  superfluous  to  point  out  in  detail  the  dis- 
advantages which  must  result  to  th«  country  from  any  such  general  excess  of  currency 
as  lowers  its  relative  value.  The  effect  of  such  an  augmentation  of  prices  upon  all 
money  transactions  for  time  ;  the  unavoidable  injury  suffered  by  annuitants,  and  by 
creditors  of  every  description,  both  private  and  public  ;  the  unintended  advantage 
gained  by  government  and  all  other  debtors  ;  are  consequences  too  obvious  to  require 
proof  and  too  repugnant  to  justice  to  be  left  without  remedy.  By  far  the  most  impor- 
tant portion  of  this  effect  appears  to  your  Committee  to  be  that  which  is  communicated  to 
the  wages  of  common  country  labor,  the  rate  of  which,  it  is  well  known,adapts  itself  more 
slowlyto  the  changes  which  happen  in  the  value  of  money  than  the  price  of  any  other 
species  of  labor  or  commodity.  And  it  is  enough  for  your  committee  to  allude  to  some 
-classes  of  the  public  servants,  whose  pay,  if  once  raUed  in  consequence  of  a  depreciation 
of  money,  cannot  so  conveniently  be  reduced  again  to  its  former  rate,  even  after  money 
-shall  have  recovered  its  value.  The  future  progress  of  these  inconveniences  and  evils, 
if  not  checked,  must  at  no  great  distance  of  time  work  a  practical  conviction  upon  the 
minds  of  all  those  who  may  still  doubt  their  existence  ;  but  even  if  their  progressive  in- 
crease were  less  probable  than  it  appears  to  your  Committee,  they  cannot  help  express- 
ing an  opinion  that  the  integrity  and  honor  of  Parliament  are  concerned,  not  to  author- 
ize longrr  than  is  required  by  imperious  necessity,  the  continuance  in  this  great  com- 
mercial country  of  a  system  of  circulation  in  which  that  natural  check  or  control  ia 
absent  which  maintains  the  value  of  money,  a-nd  by  the  permanency  of  that  common 
standard  of  value,  s(  cures  the  substantial  justice  and  faith  of  moneyed  contracts  and 
obligations  between  man  and  man. 

Your  Committee,  moreover,  beg  leave  to  advert  to  the  temptation  to  resort  to  a  de- 
preciation even  of  the  value  of  the  gold  coin  by  an  alteration  of  the  standard,  to  which 
Parliament  itself  might  be  subjected  by  a  great  and  long-<  ontinued  excess  of  paper 
This  has  been  the  resource  of  many  governments  under  such  circumstances,  and  is 
the  obvious  and  most  easy  remedy  to  the  evil  in  question.  But  it  is  unnecessary  to 
dwell  on  the  breach  of  public  faith  and  dereliction  of  a  primary  duty  of  government, 
which  would  manifestly  be  impl.ed  in  preferring  the  reduction  of  the  coin  down  to  the 
standard  of  the  paper,  to  the  restoration  of  the  paper  to  the  legal  standard  of  the  coin. 

Your  Committee,  therefore,  having  very  anxiously  and  deliberately  consdered  this 
subject,  report  it  to  the  House  as  their  opinion,  that  the  system  of  the  circulating  me- 
dium of  this  country  ought  to  be  brought  back  with  as  much  speed  as  is  compatible 
with  a  wise  and  necessary  caution  to  the  original  principle  of  cash  payments  at  the 
option  of  the  holder  of  Bank  paper. 

Your  Committee  have  understood  that  remedies  or  palliatives  of  a  different  nature  have 
"been  projected,  such  as  a  compulsory  limitation  of  the  amount  of  Bank  advances  and 
discounts  during  the  continuance  of  the  suspension  ;  or,  a  compulsory  limitation  during 
the  same  period  of  the  rate  of  Bank  profits  and  dividends,  by  carrying  the  surplus  of 
profits  above  that  rate  to  the  public  account  But  in  the  judgment  of  your  Committee 
such  indirect  schemes  for  palliating  the  possible  evils  resulting  from  the  suspension  of 
cash  payments,  would  prove  wholly  inadequate  for  that  purpose,  because  the  necessary 
proportion  could  never  be  adjusted,  and  if  once  fixed,  might  aggravate  very  much  the 
inconveniences  of  a  temporary  pressure  ;  and  even  if  their  efficacy  could  be  made  to 
appear,  they  would  be  objectionable  as  a  most  hurtful  and  improper  interference  with 
the  rights  of  commercial  property. 

According  to  the  best  judgment  your  Committee  has  been  enabled  to  form  no  suffi- 
cient remedy  for  the  present  or  security  for  the  future  can  be  pointed  out,  except  the 
repeal  of  the  law  which  suspends  the  cash  payments  of  the  Bank  of  England. 

In  effecting  so  important  a  change  your  Committee  are  of  opinion  that  some  diffi- 
culties must  be  encountered,  and  that  there  are  some  contingent  dangers  to  the  Bank, 
-against  which  it  ought  most  carefully  and  strongly  to  be  guarded.  But  all  those  may 
l>e  effectually  provided  for  by  entrusting  to  the  discretion  of  the  Bank  itself  the  charge 
•of  conducting  and  completing  the  operation,  and  by  allowing  to  the  Bank  so  ample  a  pe- 
riod of  time  for  conducting  it  as  will  be  more  than  sufficient  to  effect  its  completion.  To 
the  discretion,  experience  and  integrity  of  the  Directors  of  the  Bank,  your  Committee 
believe  that  Parliament  may  safely  entrust  the  charge  of  effecting  that  which  Parlia- 
ment may  in  its  wisdom  determine  upon  as  necessary  to  be  effected  ;  and  that  the  Di- 
rectors of  that  great  institution,  far  from  making  themselves  a  party  with  those  who 
have  a  temporary  interest  in  spreading  alarm,  will  take  a  much  longer  view  of  the  per- 
manent interests  of  the  Bank,  as  indissolubly  blended  with  those  of  the  public.  The 
particular  mode  of  gradually  effecting  the  resumption  of  cash  payments  ought,  therefore, 
in    the  opinion  of  your  Committee,  to  be  left  in  a  great  measure  to  the  discretion  of 
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the  Bank,  and  Parliament  ought  to  do  little  more  than  to  fix  definitely  the  time  at 
which  cash  payments  are  to  become,  as  before,  compulsory.  The  period  allowed  ought 
to  be  ample,  in  order  that  the  Bank  Directors  may  feel  their  way,  and  that,  having  a. 
constant  watch  upon  the  varying  circumstances  that  ought  to  guide  them,  and  availing 
themselves  only  of  favorable  circumstances,  they  may  tread  back  their  steps  slowly, 
and  may  preserve  both  the  course  of  their  own  affairs  as  a  company,  and  that  of  public^ 
and  commercial  credit,  not  only  safe,  but  unembarrassed. 

With  this  view,  your  Committee  would  suggest  that  the  restriction  on  cash  pay- 
ments cannot  safely  be  removed  at  an  earlier  period  than  two  years  from  the  present 
time  ;  but  your  Committee  are  of  opinion  that  early  provision  ought  to  be  made  by  Par- 
liament for  terminating  by  the  end  of  that  period  the  operation  of  the  several  statutes 
which  have  imposed  and  continued  that  restriction. 

In  suggesting  this  period  of  two  years,  your  Committee  have  not  overlooked  the 
circumstances  that,  as  the  law  stands  at  present,  the  Bank  would  be  compelled  to  pay 
in  cash  at  the  end  of  six  months  after  the  ratification  of  a  definite  treaty  of  peace  ;  so- 
that  if  peace  were  to  be  concluded  within  that  period  the  recommendation  of  your  Com- 
mittee might  seem  to  have  the  eff  ct  of  postponing  instead  of  accelerating  the  resump- 
tion of  payments.  But  your  Committee  are  of  opinion  that  if  peace  were  to  be  imme- 
diately ratified,  in  the  present  state  of  our  circulation,  it  would  be  most  hazardous  to> 
compel  the  Bank  to  pay  cash  in  six  months,  and  would  be  found  wholly  impracticable. 
Indeed,  the  restoration  of  peace,  by  opening  new  fields  of  commercial  enterprise,  would 
multiply  instead  of  abridging  the  demands  upon  the  Bank  for  discount,  and  would 
render  it  peculiarly  distressing  to  the  commercial  world  if  the  Bank  were  suddenly  and 
materially  to  restrict  their  issues.  Your  Committee  are,  therefore,  of  opinion  that  even 
if  peace  should  intervene,  two  years  should  be  given  to  the  Bank  for  resuming  its  pay 
ments  ;  but  that  even  if  the  war  should  be  prolonged,  cash  payments  should  be  resumed, 
by  the  end  of  that  period 

Your  Committee  have  not  been  indifferent  to  the  consideration  of  the  possible  oc- 
currence of  political  circumstances,  which  may  be  thought  hereafter  to  furnish  an 
argument  in  favor  of  some  prolongation  of  the  proposed  period  of  resuming 
cash  payments,  or  even  in  favor  of  a  new  law  for  their  temporary  restriction  after  the 
Bank  shall  have  opened.  They  are,  however,  far  from  anticipating  a  necessity,  even  in 
any  case  of  returning  to  the  present  system.  But  if  occasion  for  a  new  measure  of  re- 
striction could  be  supposed  at  any  time  to  arise  it  can  in  no  degree  be  grounded,  as  your 
Committee  think,  on  any  state  of  the  foreign  exchanges  (which  they  trust  that  they  have 
abundantly  shown  the  Bank  itself  to  have  the  general  power  of  controlling),  but  on  a 
political  state  of  things  producing,  or  likely  very  soon  to  produce,  an  alarm  at  home, 
leading  to  so  indefinite  a  demand  for  cash  for  domestic  uses  as  it  must  be  impossible  for 
any  banking  establishment  to  provide  against.  A  return  to  the  ordinary  system  of 
banking  is,  on  the  very  ground  of  the  late  extravagant  fall  of  the  exchanges  and  high 
price  of  gold,  peculiarly  requisite.  That  alone  can  effectually  restore  general  confidence 
in  the  value  of  the  circulating  medium  of  the  kingdom  ;  and  the  serious  expectation  of 
this  event  must  enforce  a  preparatory  reduction  of  the  quantity  of  paper,  and  all  other 
measures  which  accord  with  the  true  principles  of  banking.  The  anticipation  of  the 
time  when  the  Bank  will  be  constrained  to  open  may  also  be  expected  to  contribute  to 
the  improvement  of  the  exchanges  ;  whereas  a  postponement  of  this  era  so  indefinite  as 
that  of  six  months  after  the  termination  of  the  war,  and  especially  in  the  event  of  an 
exchange  continuing  to  fall  (which  more  and  more  would  generally  be  perceived  to 
arise  from  an  excess  of  paper,  and  a  consequent  depreciation  of  it),  may  lead,  under  an 
unfavorable  state  of  public  affairs,  to  such  a  failure  cf  confidence  (and  especially  among 
foreigners),  in  the  determination  of  Parliament  to  enforce  a  return  to  the  professed 
standard  of  the  measure  of  payments,  as  may  serve  to  precipitate  the  further  fall  of  the 
exchanges,  and  lead  to  consequences  at  once  the  most  discreditable  and  disastrous. 

Although  the  details  of  the  be«t  mode  of  returning  to  cash  payments  ought  to  be  left 
to  the  discretion  of  the  Bank  of  England,  as  already  stated,  certain  provisions  would  be 
necessary,  under  the  authority  of  Parliament,  both  for  the  convenience  of  the  Bank 
itself  and  for  the  security  of  the  other  banking  establishments  in  this  country  and  in 
Ireland. 

Your  Committee  conceive  it  may  be  convenient  for  the  Bank  to  be  permitted  to 
issue  notes  under  the  value  of  5^,  for  some  little  time  after  it  had  resumed  payments  in 
specie. 

It  will  be  convenient,  also,  for  the  chartered  Banks  of  Ireland  and  Scotland,  and  all 
the  country  banks,  that  they  should  not  be  compelled  to  pay  in  specie  until  some  time 
after  the  resumption  of  payments  in  cash  by  the  Bank  of  England  ;  but  that  they  should 
continue  for  a  short  period  upon  their  present  footing,  of  being  liable  to  pay  their  owa 
notes  on  demand,  in  Bank  of  England  paper. 
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"  Now  these  are  (he  names  of  the  different  pieces  of  their  gold,  and  of  their  silver, 
according  to  their  value.  And  the  names  are  given  by  the  Nephites:  for  they  did  not 
-reckon  after  the  manner  of  the  Jews  w7u>  were  at  Jerusalem  ;  neither  did  they  measure  af'er 
the  manner  of  the  Jews,  but  they  altered  their  reckoning  and  their  measure,  according  to  the 
-minds  and  the  circumstances  of  the  people,  in  every  generation,  until  the  reign  of  the  Judges; 
they  having  been  established  by  Ring  Mosiah." — Book  of  Mormon,  Book  of  Alma,  chap- 
ter VIII ;  verse  8. 
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BIMETALLISM    W    HISTORY. 

The  only  supernatural  authority  which  has  been  found  for  the  almost  universal 
practice  of  trying  to  make  two  unequal  things  equal  is  that  which  is  printed  above- 
from  the  Book  of  Mormon.  The  authority  must  stand  on  its  merits.  The  fact, 
however,  of  the  failure  of  the  efforts  to  use  silver  and  gold  as  the  standard  of  value* 
as  if  their  equality  could  be  compelled,  leaves  this  solitary  utterance  of  alleged  in- 
spiration in  a  bad  way. 

I. 
FROM  1600  TO  1792. 

When  the  Puritans  came  to  Massachusetts  Bay  in  1630,  England  alone  of  all 
the  nations  of  Europe  was  endeavoring  to  maintain  the  double  standard.  In 
France  the  standard  of  value  was  the  livre— a  pound  of  silver— just  as  the  standard 
in  England  was  the  sterling  pound  of  gold.  Elsewhere  on  the  Continent  silver 
was  frankly  the  standard.  That  great  commercial  country,  Holland,  maintained 
the  silver  standard  from  1609  until  recent  years. 

When  this  country  was  discovered  the  store  of  gold  and  silver  in  the  world  was 
very  small.  According  to  Dr.  Soetbeer's  tables,  there  were  produced  from  1493  to 
1520  about  200,000  ounces  of  gold  and  about  1,600,000  ounces  of  silver.  The  quan- 
tity of  the  product  was  8  of  silver  to  1  of  gold,  but  the  ratio  of  value  was  10.75  of 
silver  to  1  of  gold.  This  difference  may  be  accounted  for  by  the  greater  compara- 
tive difficulty  of  obtaining  gold.  At  this  period  gold  came  from  West  Africa,  while 
silver  was  mined  in  Saxony  and  Bohemia.  The  relative  values  of  the  two  metals 
have  changed  with  the  relative  products  of  the  mines.  At  the  same  time,  the  use 
of  silver  as  money,  which  is  as  old  as  the  coinage  of  the  precious  metals,  shows 
that  there  are  other  causes  than  varying  production  that  govern  the  price  of  the 
white  metal,  and  when  we  come  to  the  era  of  demonetization  of  silver  we  shall  find 
the  most  potent  of  all  causes,  except,  perhaps,  the  discovery  of  the  great  silver 
mines  of  the  West. 

In  1630  when  the  Puritans  came  to  Massachusetts,  and  when  the  commercial 
Hollanders  were  in  New  Amsterdam,  the  world's  supply  of  the  two  metals  was  still 
very  small.  There  were,  according  to  Dr.  Soetbeer's  tables,  in  1640,  1,837,000 
ounces  of  gold  and  69,400,000  ounces  of  silver. 

In  the  meantime  while  gold  had  been  discovered  in  New  Granada,  silver  mines 
that  had  been  worked  by  the  Aztecs  had  been  discovered  by  the  Spaniards  in  Mex- 
ico, the  still  celebrated  mines  of  Potosi,  in  Bolivia,  had  been  found,  and  the  patio 
process  of  working  ore  had  been  invented.  Between  1601  and  1620  more  than  three 
times  as  much  silver  was  produced  as  had  been  mined  up  to  1545,  and  the  price  had 
fallen  until  12.95  ounces  of  silver  were  required  for  the  purchase  of  an  ounce  "of  gold. 
In  the  next  twenty  years  there  was  a  slight  decline  of  product,  but  the  output  of 
both  gold  and  silver  was  still  very  large,  while  the  price  of  silver  fell  so  that  the 
ratio  between  it  and  gold  was  14  to  1.  Here  was  a  relative  decrease  in  the  product 
of  silver,  accompanied  by  an  important  fall  in  price. 

In  the  meantime  England  was  struggling  with  bimetallic  difficulties  in  its  at- 
tempt to  sustain  the  two  metals.  Gold  was  rising  in  value  when  James  i.  came  to 
the  throne,  and  during  the  period  which  we  are  now  considering — 1600  to  1792 — gold 
rose  or  silver  fell  until  the  ratio  between  the  two  increased  from  11.80  to  15.17.  In 
the  intervening  years  it  had  not  been  less  than  12.25,  but  several  times  it  had  been 
higher  than  15.17.  An  attempt  was  made  in  this  reign  to  fix  the  ratio  by  law  at  13 
to  1  at  a  time  when  the  market  ratio  was  really  about  12  to  1,  and  the  consequence 
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was  the  exportation  of  silver  from  the  kingdom  and  general  distress  among  the 
working  people.  In  1614  the  King  ordered  that  the  exportation  of  coin  should 
cease.  This  was  naturally  ineffective.  Proclamation  after  proclamation  followed, 
and  Charles  I.  continued  the  absurd  financial  policy  of  his  father.  The  Star  Cham- 
ber undertook  the  enforcement  of  the  proclamations,  and  in  1636  there  was  a  fur- 
ther demonstration  of  Gresham's  law.  The  guineas  were  selling  for  a  premium  in 
clipped  shillings,  and  the  law  undertook  to  fix  their  value,  decreeing  that  a  guinea 
should  not  be  taken  for  more  than  a  certain  number  of  shillings.  The  good  shil- 
lings were  worth  more  than  this  and  at  once  disappeared  in  the  melting  pot,  the 
worn  and  clipped  shillings  alone  appearing  in  circulation.  Trade  sprang  up  in  the 
good  shillings,  and  in  the  case  before  the  Star  Chamber  seven  persons  were  con- 
victed of  "  culling  out  the  most  weighty  pieces  of  the  coin  of  this  realm  and  melting; 
them  down  and  exporting  the  same,  as  well  as  foreign  coin  and  bullion,  to  foreign 
ports."  The  culprits  were  fined  £8,100,  it  having  been  shown  to  the  satisfaction  of 
the  Star  Chamber  that  they  had  made  a  profit  of  between  £7,000  and  £8,000  a  year 
by  their  practices. 

In  the  reigns  of  William  III.  and  George  I.  various  efforts  were  made  to  stop 
the  traffic  in  gold  and  good  silver  coin.  French  louis-d'or  and  moidores  were  found 
circulating  in  England  at  a  valuation  greater  than  their  intrinsic  worth.  The  law, 
therefore,  decreed  that  they  should  pass  for  their  real  worth,  and  they  immediately 
disappeared  from  circulation.  Under  an  act  of  William  III.  (1696),  which  endured 
for  sixteen  days,  the  guinea  was  made  worth  twenty-six  shillings.  At  the  end  of 
that  brief  time  another  act  made  the  guinea  worth  twenty-two  shillings.  Both 
were  ineffectual. 

Nothing  but  clipped  or  cheap  money  passed.  Gold  was  undervalued  as  to  worn 
shillings,  and  overvalued  as  to  good  shillings,  while  the  good  shillings  were 
melted  into  bullion  and  bought  and  sold  as  a  commodity.  In  1699  the  silver  of 
the  kingdom  was  recoined  at  an  enormous  loss  to  the  Government,  and  at  about 
the  same  time  John  Locke  came  to  the  conclusion,  which  he  stated  in  a  letter  to» 
Sir  John  Somers,  Keeper  of  the  Great  Seal,  that  there  should  be  only  one  metal 
coined,  and  that  should  be  silver,  for,  notwithstanding  the  theoretical  double 
standard  of  Great  Britain,  silver  was  "  the  money  of  the  world,"  as  Locke  stated 
it  to  be,  just  as  much  in  the  time  of  William  III.  and  George  I.  as  it  had  been  in 
the  days  when  the  patriarchs  of  the  Old  Testament  bought  their  fields  and  nock* 
with  silver  shekels. 

Notwithstanding  the  recoinage,  clipped  silver  continued  to  circulate  and  the 
new  and  good  coins  disappeared.  In  the  last  forty  years  of  the  seventeenth  cen- 
tury only  £64,000  was  brought  to  the  mint  to  be  coined.  The  speculative  character 
of  the  currency  brought  great  distress.  In  1717  Sir  Isaac  Newton,  then  Master  of 
the  Mint,  was  asked  by  George  I.  for  an  opinion,  and  he  recommended  the  reduction?, 
of  the  guinea  to  twenty-one  shillings.  This  did  not  retain  the  good  silver,  for  thenr 
the  guinea  was  worth  only  20s.  8d. 

In  the  meantime  the  currency  difficulties  or  the  mother  country  were  experi- 
enced in  the  American  colonies,  where,  in  1651,  a  mint  had  been  illegally  estab- 
lished at  Boston  for  the  coinage  of  light  "Pine-tree"  shillings.  Finally  the  evil- 
became  so  great  that,  in  1774,  an  act  of  Parliament  was  passed  limiting  the  right 
to  coin  silver  to  the  Government  and  making  »*t  a  legal  tender  by  tale  to  the 
amount  of  of  £25.     Above  that  it  was  legal  tender  by  weight  only. 

This  was  the  state  of  the  silver  question  when  the  first  coinage  act  of  this 
country  was  passed  in  1792.  The  act  of  1774  was  powerless  to  fix  the  mutual  ratie 
of  gold  and  silver  values.  The  ratio  in  1773  and  1774  was  14.62  to  1.  In  1775  it  rose 
to  14.72,  but  in  1776,  when  the  act  was  extended,  for  at  first  it  was  only  temporary, 
the  ratio  fell  to  14.55,  and  in  1777  it  fell  still  further,  to  14.54.  Silver  grew  dearer* 
notwithstanding  adverse  legislation  in  Great  Britain. 
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II. 


A  SINGLE  STANDARD  ADOPTED  IN  EUROPE. 

The  first  coinage  act  for  the  United  States  was  passed  in  1792.  Silver  was  actu- 
ally first  coined  in  1794, 'and  gold  in  1795.  The  first  silver  dollar  contained  the 
same  number  of  grains  of  fine  silver  as  the  standard  dollar  of  to-day.  Gold  was 
■coined  in  1795,  and  the  gold  dollar  contained  24.75  grains  of  pure  gold. 

England  was  still  struggling  with  the  currency  question.  Her  commerce, 
manufactures  and  working  people  were  suffering  by  reason  of  uncertainty  as  to 
the  value  of  her  circulating  coins.  Although  the  gold  sovereign  was  the  standard 
of  value,  silver  was  a  legal  tender  for  all  debts.  It  is  true  that  it  was  a  legal  tender 
by  tale  only  to  the  amount  of  £25,  but  for  amounts  above  that  it  was  legal  tender 
by  weight.  In  the  early  part  of  the  eighteenth  century  silver  was  generally  sup- 
posed in  commercial  circles  to  be  the  English  standard,  and  Adam  Smith,  in  his 
•explanation  of  the  principle  of  foreign  exchange,  assumed  that  the  metallic  cur- 
rencies of  England  and  France  were  the  same,  and  that  both  were  silver.  In  this 
country  we  began  by  undervaluing  gold,  making  the  ratio  15  to  1,  whereas  the  true 
ratio,  in  1792,  was  15.17  to  1.     The  latter  was  the  ratio  in  England. 

England  adopted  the  single  gold  standard  in  1798,  six  years  after  the  enactment 
of  our  first  coinage  law.  The  temporary  law  of  1774  having  been  continued  in 
1776,  was  again  extended  in  1798  by  acts  which  prohibited  the  importation  of  light 
silver  coin,  restrained  the  tender  thereof  beyond  a  certain  sum,  suspended  the 
coinage  of  silver  and  prohibited  the  reception  of  any  silver  to  be  coined,  or  any  sil- 
ver already  coined  to  be  delivered.  The  first  of  the  acts  of  1798  ran  by  its  terms  to 
January  1,  1799,  and  in  that  year  the  two  coinage  and  currency  acts  of  1798  were 
revived  and  made  perpetual. 

Thus  England  passed  under  the  gold  standard  ;  for  gold  becomes  the  single 
standard  of  a  country  when  the  mints  are  closed  to  private  coinage  of  other  metals. 
The  silver  that  was  in  circulation  continued  to  pass  from  hand  to  hand  at  the  estab- 
lished rate  of  21  to  the  guinea,  much  to  its  advantage,  for  the  suspension  of  further 
coinage  of  silver  bullion  raised  the  value  of  both  the  gold  and  the  current  silver 
coins.  Silver  was  overrated  by  the  mint  laws,  for  while  its  market  price  was 
ranging  from  5s.  an  ounce  to  5s.  1  l-2d.,  it  would  have  become  worth  5s.  2d.  by 
being  coined. 

The  effect  of  the  act  of  1798  on  the  comparative  prices  of  silver  and  gold  was  not 
serious.  Silver  rose  from  5s.  4d.  to  5s.  6d.  under  the  act  of  1797,  restricting  the  pay- 
ment of  specie  by  the  Bank  of  England  in  anticipation  of  a  possible  discount  on 
bank  notes,  but  in  September  of  the  same  year  it  fell  back  to  5s.  Id.,  and  it  remained 
in  that  neighborhood  for  some  time.  The  following  are  the  ratios  of  values  for  the 
ten  years  following  the  passage  of  the  act  of  1798  : 


1799 15.74  to  1 

1800 15.68  to  1 

1801 15.46  to  1 

1802 15.26  to  1 

1803 15.41  to  1 


1804 15.41  to  1 

1805 15.79  to  1 

1806 15.52  to  1 

1807 15.43  to  1 

1808 16.08  to  1 


From  this  statement,  taken  from  Dr.  Soetbeer's  tables,  it  appears  that  the 
market  value  of  silver  during  the  five  years  following  1799  was  higher  than  the 
price  obtaining  that  year.  In  1803  France  adopted  by  law  the  silver  franc  as  the 
monetary  unit,  and  Belgium,  Italy  and  Switzerland  followed.  These  nations  then 
fixed  the  ratio  at  15  1-2  to  1.  The  product  of  silver  between  1801-1810  was  a  little 
more  than  50  per  cent,  of  the  total  product  of  the  two  metals,  and  while  the  price 
decreased  in  1805,  probably  in  consequence  of  the  increased  output,  it  increased  in 
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1806  and  1807,  presumably  in  consequence  of  the  acts  of  the  Continental  Govern- 
ments. In  1808  the  price  "fell  to  a  point  lower  than  it  had  ever  yet  reached,  but  it 
recovered  in  1809,  1810,  and  1811,  although  it  did  not  reach  the  prices  of  1801  and 
the  year  immediately  following. 

The  gold  standard  was  not  formally  adopted  by  England  until  1816,  and  even 
that  act  was  followed  by  a  general  rise  in  the  price  of  silver.  Gold  seems  to  have 
been  chosen  instead  of  silver,  because  the  "common  people"  had  found  it  more 
convenient.  Transactions  of  any  importance  required  so  great  a  weight  of  silver 
that  the  burden  of  transportation  became  onerous  and  expensive.  Native  gold 
coins  were  not  circulating  in  England  in  the  last  years  of  the  seventeenth  century, 
but  the  French  gold,  undervalued  at  home,  as  we  have  already  seen,  was  circulat- 
ing at  more  than  its  intrinsic  worth.     Lord  Liverpool,  speaking  of  this  era,  said  : 

"It  is  evident  that  *  *  *  the  common  people  had  become  accustomed  to> 
the  use  of  gold  coins,  and  the  reason  which  induced  them  still  to  prefer  them  was, 
perhaps,  the  convenience  of  making  large  payments  in  coins  of  that  metal." 

The  monetary  unit  of  Great  Britain  became  the  sovereign  or  pound  sterling. 
The  legal  gold  coins  are  the  sovereign,  half-sovereign,  two-sovereign  and  five- 
sovereign  pieces.     Actually  the  gold  coins  are  sovereigns  and  half-sovereigns. 

Silver  is  still  legal  tender  in  Great  Britain,  but  only  to  the  amount  of  £2,  and 
the  legal  ratio  is  14.28781  to  1.  Silver  is  coined  on  account  of  the  Government  only. 
Gold  is  coined  at  private  account  at  the  fixed  rate  of  £3  17s.  lO^cl.  per  ounce. 
Practically  the  Bank  of  England  alone  sends  gold  bars  to  the  mint  for  coinage, 
paying  individual  owners  of  bullion  £3  17s.  9d.,  the  lj^d.  being  supposed  to  com- 
pensate the  bank  for  the  loss  of  interest  while  the  bars  are  being  transformed  into- 
coin.  Most  of  the  English  colonies  have  adopted  the  gold  standard  and  the  mone- 
tary system  of  the  mother  country.  The  monetary  unit  in  Canada,  however,  is 
the  gold  dollar  of  the  United  States.  The  Straits  Settlements  and  Hong  Kong 
have  adopted  the  single  silver  standard,  because  it  is  in  harmony  with  the  currency 
of  the  adjoining  peoples. 

The  British  India  currency  law  dates  back  to  1835.  It  makes  the  country  silver 
monometallic,  and  the  rupee  the  monetary  unit.  The  mohur  is  a  gold  coin,  but 
gold  is  not  a  legal  tender.  The  ratio  of  coinage  is  15  to  1.  The  recent  suspension 
of  silver  coinage  for  private  account  places  India  on  a  gold  basis,  and  unless  there 
is  a  return  to  the  old  order  the  gold  standard  must  be  formally  adopted.  A  money 
standard  that  cannot  be  coined  on  private  account  is  an  anomaly  that  will  not 
endure. 

It  will  be  seen  from  an  examination  of  the  various  coinage  laws  of  Europe- 
that  Locke's  dictum  was  growing  in  favor,  and  that  the  experiences  of  the  com- 
mercial countries  of  the  world  had  gradually  led  men  of  affairs  to  the  conclusion 
that  no  nation  could  maintain  a  double  standard.  The  growth  of  international 
commerce  had  led  to  the  invention  of  bills  of  exchange.  The  rate  for  bills  of  ex- 
change was  easily  computed  if  the  countries  between  which  they  circulated  pos- 
sessed the  same  standard  of  value,  the  same  ratio  and  coins  of  like  intrinsic  value  'r 
but  as  this  was  never  the  case,  and  the  price  varied  with  fluctuations  in  the  market 
values  of  the  two  metals,  with  their  exports  and  imports,  with  iegislative  acts  and 
with  increase  or  diminution  of  product,  the  trade  in  bills  of  exchange  became  a> 
speculation  in  gold  and  silver.  Foreign  commerce  and  domestic  trade  became  un- 
settled. Therefore,  at  the  beginning  of  the  present  century  there  was  a  general 
tendency  in  Europe  towards  monometallism.  England  chose  gold  and  France  sil- 
ver. But  although  it  was  the  intention  of  the  French  to  establish  a  single  silver 
standard,  the  law  of  1803  was  bimetallic,  and  gold  was  not  driven  out  of  circula- 
tion until  under  the  Napoleonic  wars  the  price  of  gold  rose,  and  silver  alone- 
circulated.     From  1820  to  1847  gold  was  constantly  at  a  premium  in  France. 

When  England  adopted  the  single  gold  standard  the  Netherlands  was  a  silver 
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monometallic  country,  but,  while  it  did  not  follow  England's  example,  it  adopted 
the  double  standard  in  1816,  returning  in  1847  to  the  single  silver  standard. 

Germany  was  a  single  silver  standard  country  until  its  currency  reform  of 
1871,  as  until  lately  has  been  Austria,  although  it  is  now  putting  into  operation  the 
single  erold  standard. 


III. 
THE  GOLD  MOVEMENT  IN  EUROPE. 

The  tendency  of  European  countries  in  the  early  part  of  the  present  century 
was  towards  the  adoption  of  the  single  standard.  This  course  was  dictated  by 
common  prudence  and  a  desire  to  simplify  transactions  between  the  various  coun- 
tries. 

M.  Chevalier  was  the  most  conspicuous  advocate  in  Europe  of  the  use  of  sil- 
ver as  a  money  metal,  and  he  is  authority  for  the  statement  that  gold  digaf 
peared  from  France  during  the  Napoleonic  wars  and  was  not  in  circulation,  whilfc, 
Mr.  Giffen,  the  eminent  English  statistician,  asserts  that  gold  was  constantly  at  a 
premium  in  France  from  1820  to  1847.  It  ought  to  be  explained  that  it  is  a  mistake 
to  suppose  that  the  French  law  of  1803  first  fixed  the  ratio  of  15%  to  1.  If  there  is 
any  magic  in  that  ratio  to  keep  the  metals  at  a  parity,  it  had  an  opportunity  to 
show  itself  in  the  reign  of  Louis  XVI. ,  for  Colonne  fixed  the  ratio  15%  to  1  in  1785, 
and  the  statute  of  1803  merely  affirmed  what  already  existed,  and  extended  its  life. 
■Colonne  chose  the  ratio  because  gold  was  thereby  overvalued. 

In  1785  the  commercial  ratio  was  14.92  to  1,  and  in  1803  it  was  15.41.  This  ratio 
was  maintained  for  two  years,  but  in  1805  it  became  15.79  to  1 ;  in  1806  it  was  15.52  ; 
in.  1807  it  fell  below  the  French  legal  ratio  once  more,  but  gold  recovered,  and  in  1808 
the  actual  ratio  was  16.08  to  1.  It  was  not  again  as  low  as  15%  until  1814,  and  for 
six  years  gold  was  overvalued  by  the  French  coinage  law.  In  1820,  however,  the 
ratio  was  once  more  above  15%,  and  remained  above  for  twenty  years.  Then,  for 
-one  year,  1840,  it  was  below.  Again  it  rose  in  1841  to  15.70,  and  did  not  fall 
again  until  1851,  under  the  influence  of  the  gold  discoveries  in  California  and  Aus- 
tralia. Once  more  the  ratio  was  below  15%  for  one  year  only.  In  1852  it  was 
15.59.  It  again  fell  below  15%  in  1853,  and  remained  below  for  eight  years.  In 
1861  the  actual  and  legal  ratios  in  France  were  the  same  ;  for  the  next  six  years 
gold  was  overvalued.  In  1867  it  was  again  undervalued,  and  the  difference 
since  then  has  been  increasing  owing  to  the  depreciation  of  silver. 

The  experience  of  France  in  undertaking  to  maintain  the  parity  of  the 
two  metals  was  not  happy.  Since  Colonne  determined  on  the  ratio  of  15%  to  1, 
•one  hundred  and  nine  years  ago,  that  has  been  below  the  market  ratio  seventy- 
one  years  ;  it  has  been  equal  to  the  market  ratio  one  year  and  above  it  thirty-six 
vears.  In  other  words,  it  has  expressed  the  truth  once  during  that  long  period. 
Since  1803  gold  has  been  undervalued  in  France  sixty-eight  years,  correctly  valued 
■one  year,  and  overvalued  twenty-one  years. 

It  was  the  intention  of  the  framers  of  the  law  of  1803  to  provide  France  with  a 
single  standard  of  silver,  but  nature  was  against  them,  and  by  circulating  gold  the 
tendency  was  to  exclude  their  favorite  metal  from  circulation,  until  war  came  to 
the  assistance  of  the  financiers,  when  the  ratio  of  15%  to  1  became  an  undervalua- 
tion of  gold,  whereupon  gold  disappeared  and  silver  constituted  the  circulation. 

Silver  was  the  circulating  medium  in  1803,  and  remained  so  until  the  great 
^old  discoveries  brought  a  flood  of  the  yellow  metal  to  Europe.  Between  1851  and 
1853  gold  began  to  appear  in  the  French  circulation,  and  the  people,  like  the 
people  of  England  in  the  last  decade  of  the  seventeenth  century,  found  it  prefera. 
t>le,  by  reason  of  its  smaller  bulk  and  weight,  to  the  heavy  five  franc  pieces. 
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This  state  of  things  lasted  until  1867,  when  the  discovery  of  the  great  silver 
^deposits  had  begun  to  be  made.  The  Comstock  lode  was  discovered  in  1859,  but 
the  Belcher  bonanza  was  not  found  until  1864 ;  the  Chollar-Potosi  bonanza  in  1865 ; 
the  Hale  and  Norcross  bonanza  in  1866.  During  the  period  when  the  gold  dis- 
coveries were  being  made  the  price  of  silver  gradually  rose  in  London  from  59  J£d. 
per  ounce  in  1848  to  61  %&.  in  1864,  but  it  did  not  fall  below  60d.  until  1873,  when 
the  average  price  was  59  ^d. 

In  the  mean  time  the  commercial  countries  of  Europe  were  coming  to  the  gold 
standard.  The  attempt  to  maintain  the  single  silver  standard  was  about  to  be 
abandoned.  So  much  silver  was  deposited  for  coinage  at  the  mint  of  France  that 
the  mint  could  not  have  performed  its  expected  task  in  much  less  than  two  years. 
The  currency  was  becoming  inflated.  Exchanges  were  disturbed  and  France  was 
suffering  from  cheap  money.  In  addition  to  the  silver  thrown  upon  the  market  by 
the  extraordinary  increase  of  the  output  of  the  silver  mines  of  this  country,  the 
closing  of  the  German  mints  to  the  coinage  of  silver  and  the  sale  of  the  Govern- 
ment's stores  for  the  purchase  of  gold  needed  for  the  adoption  of  the  gold  standard 
iiad  reduced  the  price  of  silver. 

Germany  abandoned  silver  in  1871  and  adopted  the  single  gold  standard.  The 
suspension  of  silver  coinage  was  followed  by  the  melting  down  of  the  old  coins  and 
the  sale  of  the  bullion.  This  sale  was  stopped  in  1879.  While  it  was  going  on  the 
price  of  silver  in  London  fell  from  60  %&.  in  1871  to  51  i^d.  in  1879.  It  is  un- 
doubtedly true  that  Germany's  demonetization  of  silver  had  much  to  do  with  this 
■decline  in  price ;  but,  as  has  been  already  shown,  a  decline  had  set  in  six  years 
before  1871. 

During  thalifeix  years  silver  had  gone  down  only  about  Id.  on  the  ounce.  While, 
therefore,  the  whole  decline  in  price  from  1871  to  1879  cannot  be  charged  to  the 
action  of  Germany,  most  of  it  is.evidently  due  to  the  coinage  law  of  the  new  em- 
pire. Since  Germany  stopped  selling,  the  price  of  silver  has  declined  about  20d. 
and  this  decline  has  not  been  arrested  by  the  two  silver  purchase  laws  enacted  by 
the  United  States. 

It  is  fair  to  assume  that  the  decline  has  been  partly  aided  by  the  closing  of 
the  mints  of  the  Latin  Union  to  silver,  and  by  the  action  of  the  Austrian  Govern- 
ment in  deciding  to  adopt  the  single  gold  standard.  The  Latin  Union  was  formed 
in  1865.  The  metallic  coinage  of  Continental  Europe  was  in  a  most  deplorable 
condition,  and  the  silver  countries  found  themselves,  in  contrast  with  Great 
Britain,  at  a  serious  commercial  disadvantage.  Therefore,  France,  Belgium  and 
Switzerland  formed  a  union,  and  they  were  subsequently  joined  by  Greece  and 
Italy.  Silver  token  coinage  was  adopted,  and,  following  the  English  system,  it 
was  made  legal  tender  to  the  amount  of  50  francs,  equivalent  to  £2,  or  $10. 

In  1876  the  mints  of  the  Latin  Union  were  closed  to  the  coinage  of  silver  on 
private  account,  and  while,  as  had  been  said,  it  is  fair  to  assume  that  this  action 
had  some  effect  on  the  price  of  silver,  that  effect  was  not  great,  for  the  price  was 
52  %d.  in  1876,  and  it  was  not  until  1881  that  it  fell  permanently  below  52d.  Bel- 
gium, acting  alone,  had  already  suspended  the  coinage  of  silver.  Holland  fol- 
lowed Germany,  suspending  the  coinage  of  silver  temporarily  in  1873  and  per* 
manently  in  1875.  Spain  adopted  the  monetary  system  of  the  Latin  Union  in 
1868,  but  in  1878  determined  that  silver  should  be  coined  on  State  account  only. 
Austria  suspended  silver  coinage  in  1879. 

While  the  fall  in  the  price  of  silver  was  inducing  the  United  States  to  "re- 
habilitate "  that  metal  by  the  Allison  Purchase  act,  Europe  was  adopting  the  single 
gold  standard. 
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IV. 
IN  THE  UNITED  STATES  BEFORE  1873. 

The  experience  of  the  Government  of  the  United  States  with  bimetallism  dur- 
ing the  first  eighty  years  of  its  history  was  somewhat  similar  to  that  of  France. 
It  had  a  theoretical  double  standard,  but  was  practically  monometallic.  It  was 
also  like  that  of  England  in  the  latter  part  of  the  seventeenth  century.  Its  good 
coin  was  hoarded  and  sold  abroad,  and  the  coin  that  circulated  was  the  worn  and 
light  foreign  coin  that  came  into  a  country  where  it  was  able  to  procure  more 
than  its  intrinsic  worth. 

The  first  coinage  act  of  this  country  was  passed  in  1792.  The  question  of  cur- 
rency at  that  time  seems  to  have  excited  merely  a  languid  interest  in  Congress, 
and  for  some  time  it  was  doubtful  if  a  mint  would  be  established.  The  probable 
cost  of  its  maintenance  seemed  to  be  an  insuperable  objection.  The  matter  of 
coinage  was  practically  settled  by  the  executive  branch  of  the  Government.  For 
once  those  old  and  persistent  political  enemies,  Hamilton  and  Jefferson,  came 
together  and  decided  that  both  metals  should  be  used  and  that  the  ratio  should 
be  15  to  1. 

It  was  the  English  ratio  and  the  French  system  coming  together.  England 
was  examining  the  coinage  question  for  herself,  and  had  temporarily  suspended 
free  coinage  of  silver,  but  the  people  of  this  country  had  little  commercial  ex- 
perience to  instruct  them  in  the  consequences  of  bimetallism,  and  accepted  the 
double  standard  because  gold  and  silver  had  both  been  the  money  metals  of  the 
world  from  time  immemorial.  After  a  fashion  that  has  not  yet  gone  out  of  date 
the  people  of  this  country  insisted  on  acquiring  their  experience  for  themselves- 
and  paying  for  it. 

1792-1834  Silver  Monometallism  under  Double  Standard. 

The  coinage  act  was  passed  in  1792,  but  the  first  silver  was  actually  coined  in 
1794  and  the  first  gold  in  1795.  Under  the  first  statute  the  silver  dollar  weighed 
416  grains,  1,485  parts  pure  and  179  parts  alloy.  The  fine  silver  in  a  dollar  was, 
therefore,  then  as  now,  371.25  grains.  The  gold  eagle  weighed  270  grains,  ll-12ths 
fine,  so  that  a  gold  dollar  contained  24.75  grains  of  fine  gold.  The  ratio  es- 
tablished was  not  the  true  ratio.  Gold  was  undervalued.  An  ounce  of  gold  was 
worth  more  than  15  ounces  of  silver ;  it  was  worth  15.17  ounces.  The  new  coins, 
as  has  been  pointed  out,  did  not  circulate.  The  Government  itself  was  largely 
responsible,  for  it  permitted  the  cheap  and  worn  foreign  coin  which  came  to  it  in 
payment  of  its  customs  dues  to  go  out  into  the  circulation,  once  more,  to  illus- 
trate the  truth  of  Gresham's  law.  Gold  was  exported,  and  quantities  of  our  new 
eagles  were  seen  in  the  show  windows  of  European  goldsmiths.  In  1793  only 
were  the  legal  and  market  ratios  the  same.  In  1794  the  ratio  was  15.37  to  1,  and 
not  once  so  long  as  the  ratio  of  15  to  1  prevailed,  except  in  1793,  was  gold  down  to 
the  value  fixed  by  Congress. 

Neither  the  gold  nor  the  silver  circulating,  the  coinage  of  silver  dollars  was 
suspended  in  1804,  and  none  were  coined  again  until  1830,  when  1,000  were  struck 
off.  None  were  coined  after  that  until  300  were  struck  off  in  1839.  Then  the 
coinage  went  on,  but  it  was  1869  before  the  number  minted  in  any  year  reached 
400,000,  and  1871  before  it  was  1,000,000.  In  1873,  the  year  when  silver  was 
demonetized,  the  mints  coined  only  $293,600,  which  measures  the  desire  of  the 
bullion  owners  of  that  time  for  the  preservation  of  silver  as  a  money  metal  at  the 
ratio  of  16  to  1  then  prevailing.  ^ 

Gold  entirely  disappeared  from  circulation  by  1817,  and  no  gold  dollars  what- 
ever were  coined  until  1849,  after  the  discovery  of  gold  in  California.  The  estab- 
lishment of  American  coins  as  circulating  currency  was  a  work  of  great  labor, 
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attended  with  many  difficulties.  The  early  years  of  the  Republic  were  years  of 
struggle,  war  and  financial  distress.  After  the  dissolution  of  the  United  States 
Bank  the  business  of  the  country  was  carried  on  by  means  of  paper  currency  of 
more  than  uncertain  value.  Specie  payments  were  suspended  in  1814,  and 
metallic  money  was  practically  unknown. 

So  disastrous  to  the  material  interests  of  the  country  was  the  lack  of  confi- 
dence in  the  paper  currency  that  in  1816  the  money  question  came  up  in  Congress 
for  discussion.  The  United  States  Bank  was  rechartered,  and  the  right  of  estab- 
lishing branches  with  the  privilege  of  issue  was  granted  to  it.  After  that  for  a 
time  the  country  had  paper  money  based  upon  foreign  coin. 

Several  efforts  were  made  to  establish  our  own  coin  and  to  prevent  the  inroad 
of  foreign  coin,  but  nature  insisted  on  having  its  own  way.  A  proposition  was 
made  to  Congress  to  return  to  the  devices  that  had  been  found  futile  in  the  reigns 
of  James  I.  and  Charles  I.,  and  to  prohibit  the  exportation  of  American  coins.  In 
1816  and  1819  laws  were  passed  providing  that  foreign  gold  coin  should  not  be 
legal  tender  in  this  country,  but  this  accomplished  nothing,  and  in  1823  all 
foreign  gold  coins  were  made  receivable  for  the  public  lands,  while  in  1834  an  act 
was  passed  making  the  dollars  of  Mexico,  Peru,  Chili  and  Central  America  and 
the  five-franc  piece  of  France  legal  tender  at  their  nominal  value. 

1834-1873  Gold  Monometallism  under  Double  Standard. 

In  1834,  foreign  gold  not  being  legal  tender  under  the  laws  of  1816  and  1819, 
the  basis  of  our  circulation  was  foreign  silver  and  fractional  coin.  A  movement 
now  began  in  the  interest  of  gold.  Like  the  silver  movement  of  to-day,  it  was 
largely  protective.  The  gold  mines  of  North  Carolina,  discovered  in  1801,  had  be- 
gun to  yield  a  generous  output  in  1828.  About  the  same  time  gold  was  discovered 
in  Georgia,  and  great  results  were  expected.  Congress  undertook  to  care  for  the 
American  gold  interest  by  changing  the  ratio  and  by  also  changing  the  composi- 
tion of  the  gold  coin.  The  ratio  was  changed  from  15  to  1  to  16  to  1.  The  weight 
of  the  silver  dollar  was  changed  from  416  to  412.5  grains,  but  the  fine  silver  in  the 
coin,  371.25  grains,  remained  unchanged.  The  fine  gold  in  a -dollar  of  the  other 
metal,  however,  was  reduced  from  24.75  to  23.22. 

Thus,  in  the  interest  of  an  American  industry,  the  gold  dollar,  which  had  been 
worth  under  the  old  law  $1,038,  became  worth  97^  cents.  Silver  became  the  more 
valuable  metal  and  disappeared  from  the  circulation.  At  the  time  when  it  was 
demonetized  in  1873  a  silver  dollar  was  worth  $1.03  in  gold  coin,  or  about  the  same 
as  the  gold  dollar  was  worth  in  1833.  Up  to  the  passage  of  this  law  about  $12,000,- 
000  of  gold  had  been  coined  in  this  country,  chiefly  in  half  eagles.  Eagles  had  not 
been  coined  since  1804,  and  their  coinage  was  not  resumed  until  1838.  Double 
eagles  were  not  coined  until  1850,  at  the  time  when  the  recent  gold  discoveries  had 
greatly  increased  the  production  of  the  metal.  In  1849  an  act  was  passed  provid- 
ing for  the  coinage  of  a  gold  dollar  which  should  contain  25.8  grains  of  standard  gold. 

No  sooner  had  the  silver  dollar  been  underrated  than  silver  coins  began  to  be 
exported  from  this  country  in  large  quantities.  Silver  coin  became  scarce  in  the 
circulation,  except  the  Spanish- American  coins  with  which  every  one  was  familiar 
thirty  years  ago.  So  greatly  was  the  market  value  of  silver  in  excess  of  its  coinage 
value  that  the  fractional  coins  began  to  disappear,  and  in  1853  our  fractional  silver 
was  made  subsidiary  and  token  money  by  the  reduction  of  the  amount  of  fine 
silver  in  the  coins.  It  was  at  the  same  time  made  legal  tender  to  the  value 
Of  $5. 

Thus  the  country  continued  under  a  practical  gold  monometallism,  with  sub- 
sidiary or  token  silver  coins,  until  the  passage  of  the  act  of  1873.  The  silver  dollar 
was  not  in  circulation,  because  it  was  too  valuable  for  that  use  at  the  existing  ratio. 
It  had  never  been  in  circulation.     The  only  silver  dollars  with  which  the  people  of 


182  BIMETALLISM  IN  HISTORY. 

this  country  were  familiar  were  those  of  the  South  American  and  Central  American 
countries  mentioned  in  the  act  of  1834. 

The  act  of  1834  may  be  said  to  have  deliberately  driven  silver  out  of  circulation 
and  out  of  use  as  money,  except  for  small  change,  because  gold  was  overvalued  for 
that  purpose.  And  yet  the  price  of  silver  was  not  affected  by  that  action  of  the 
United  States,  as  the  following  quotations  from  the  London  market  reports  will 
show  : 

1833 59  3-16d. 

1834 59  15-16d. 

1835 59  11-16d. 

1836 60d. 

1837 59  9-16d. 

1838 59  1-2d. 

1839 60  3-8d. 

1840 60  3-8d. 

1841 60  1-16d. 

1842 59  7-16d. 

Silver  increased  in  price,  and  the  increase  continued  during  the  years  when  the 
output  of  gold  was  growing  by  reason  of  the  discoveries  of  gold  mines  in  California 
and  Australia.  But  silver  began  to  fall,  as  has  already  been  shown,  after  1872.  In 
1873,  however,  the  law  that  was  passed  for  demonetization  merely  made  statutory 
a  fact  that  had  existed  for  nearly  forty  years. 


V. 
IN  THE  UNITED  STATES  SINCE  1873. 

When  the  act  of  1873  was  passed  extraordinary  movements  affecting  currency 
were  going  on  everywhere.  That  act  has  been  made  altogether  too  important  in 
the  discussion  of  bimetallism.  It  was  in  reality  a  mere  formal  declaration  of  a  fact. 
Silver  was  not  demonetized  by  it.  That  was  done  by  the  act  of  1834  changing  the 
ratio  of  the  two  metals  and  the  mount  of  fine  gold  in  a  dollar.  The  act  of  1853  reduc- 
ing the  amount  of  silver  in  the  fractional  currency  and  making  it  token  money  was 
also  a  movement  strengthening  gold  monometallism.  Not  only  was  the  single 
gold  standard  the  result  of  the  two  laws ;  it  was  the  declared  intention  of  their 
movers  and  advocates  to  adopt  the  gold  standard  in  this  manner.  The  silver  dollar 
was  not  in  circulation,  because  it  was  worth  $1.03  in  gold,  and  no  one  made  an  effort, 
as  by  urging  a  revision  of  the  legal  ratio  to  make  it  agree  with  the  market  ratio,  to 
secure  its  restoration.  The  great  fall  in  silver  that  was  to  occur  shortly  had  not 
set  in.  Therefore  when  the  bill,  accompanied  by  the  reports  of  the  Secretary  of 
the  Treasury  and  Mr.  John  J.  Knox,  its  author,  was  presented  to  Congress  no  com- 
ment was  made  on  the  fact  that  the  412^  grain  dollar  was  dropped  by  it  from  the 
silver  coinage  of  the  country.  The  bill  simply  provided  that  certain  pieces,  nam- 
ing them,  should  constitute  the  silver  coinage  of  the  United  States.  The  412^ 
grain  dollar  was  not  included.  The  trade  dollar  was  authorized,  and,  by  mistake, 
a  legal-tender  quality  up  to  $5  was  bestowed  upon  it  as  upon  the  subsidiary  coins. 
Subsequently  the  mistake  was  rectified.  Really,  the  trade  dollar  was  not  part  of 
the  coinage  of  the  country.  It  was  simply  a  bit  of  silver  weighing  420  grains, 
stamped  by  the  Government  at  the  expense  of  the  owner  of  the  bullion,  to  be  sold 
at  a  profit  in  Oriental  countries. 

It  has  been  the  fashion  of  some  controversialists  to  say  that  the  silver  dollar 
was  surreptitiously  demonetized.  History  does  not  sustain  the  contention,  As  has 
been  seen  from  a  simple  record  of  the  events,  silver  was  demonetized  in  1834.  But 
whether  the  method  of  passing  the  act  of  1873  was  or  was  not  surreptitious  has  no 
bearing  on  the  merits  of  bimetallism  or  of  monometallism.    They  must  stand  on  a 
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sounder  basis  than  that  or  fall  altogether,  As  a  matter  of  fact  the  bill  was  before 
Congress  for  nearly  three  years.  It  was  first  submitted  to  the  Senate  on  April  25, 
1870,  and  to  the  House  on  June  25.  It  was  debated  in  the  Senate  and  passed  on 
June  10,  1871,  by  a  vote  of  36  to  14.  It  was  debated  in  the  House  in  1872  and 
passed,  with  amendments,  by  a  vote  of  110  to  13.  It  was  passed  in  the  Senate,  as 
amended,  Jan.  17, 1873,  a  conference  committee  was  appointed,  and  the  bill  became 
-a  law,  Feb.  12,  1873.  The  reports  accompanying  the  bill,  especially  Mr.  Knox's,  ex- 
plained the  fact,  and  the  purpose  of  dropping  the  silver  dollar  from  the  coinage. 
This  fact  was  therefore  brought  home  to  the  members,  who  discussed  it,  and  Mr. 
William  D.  Kelley,  Chairman  of  the  Committee  on  Coinage,  Weights  and  Meas- 
ures, in  reporting  the  bill  to  the  House,  said  that  it  had  been  most  carefully  and 
deliberately  considered  by  the  committee,  who  had  gone  over  it  "line  by  line  and 
word  by  word."  Although  he  subsequently  joined  the  advocates  of  free  coinage, 
lie  said  on  this  occasion  that  "it  is  impossible  to  retain  the  double  standard." 

All  this  is  interesting  as  history,  but  it  had  nothing  to  do  with  the  merits*  of 
the  question.  After  1873  and  until  1878  the  country  was  not  only  in  fact  but 
in  law  on  a  gold  basis.  Silver  had  begun  to  be  cheaper,  as  has  already  been  shown; 
but  it  was  not  until  1876  that  the  fall  had  become  great  enough  to  arouse  the 
owners  of  mines  and  the  friends  of  silver  generally  to  the  beginning  of  a  contest. 
'  By  18  76  the  price  of  silver  in  the  London  market  had  dropped  from  59  l-4d.  an 
ounce  in  1873  to  52  3-4d.  The  causes  of  this  decline  open  up  a  very  interesting  field 
of  investigation  and  discussion.  The  demand  for  gold  had  been  growing  since  1849. 
The  production  of  this  metal  in  twenty-five  years  from  1851  to  1875  was  enormous. 
The  value  of  the  output  during  that  period  was  $3,317,625,000  as  against  a  silver 
product  of  $1,395,125,000.  Prof.  Laughlin,  in  his  "History  of  Bimetallism  in  the 
United  States,"  has  shown  that  this  output  of  gold  was  a  trifle  more  than  the  gold 
product  of  the  357  years  from  1493  to  1850.  The  price  of  gold  fell,  and  conse- 
quently obtained  a  still  wider  circulation  as  money.  It  drove  silver  into  the  melt- 
ing pot,  and  threatened  the  small  change  not  only  of  the  United  States  but  of 
Continental  Europe.  Therefore  the  Latin  Union  was  formed  and  the  fraiac  was 
lightened  just  as  our  own  50,  25  and  10  cent  pieces  were  lightened.  In  1840  the 
annual  production  of  gold  was  about  $15,000,000,  in  1851  it  was  $150,000,000. 
Between  1852  and  1864  France  absorbed  $680,000,000  of  gold  and  sent  abroad 
•$345,000,000  of  silver.  There  was  no  disposition  manifested  anywhere  to  surrender 
gold  and  to  procure  silver  in  its  place.  On  the  contrary,  a  decided  preference  was 
shown  for  gold,  and  nowhere  more  than  in  France,  where,  as  time  went  on,  silver 
coins  were  changed  and  limited  in  purchasing  power,  but  gold  was  left  untouched. 

In  this  country  the  annual  product  of  gold  increased  from  $889,085  in  1847  to 
$10,000,000  in  1848.  The  next  year  it  was  $40,000,000,  the  next  $50,000,000,  and  from 
then  to  1859  it  ranged  from  $50,000,000  to  $65,000,000.  In  1858  the  product  of  silver 
in  the  United  States  was  $500,000.  Before  then  it  had  never  exceeded  $50,000  in  a 
year.  It  was  not  until  after  1860  that  it  reached  $2,000,000  a  year.  From  that  year 
it  rapidly  increased,  and  in  1873  it  was  $35,750,000,  while  the  product  of  gold  for  the 
same  period  was  $36,000,000.  The  production  of  silver  increased,  and  gold  about 
held  its  own. 

Undoubtedly  this  increase  in  the  supply  of  silver  made  the  metal  cheaper,  but 
there  were  other  causes  than  the  increase  of  supply  to  cheapen  silver.  Alongside 
with  the  increase  there  was  a  decrease  of  demand.  From  1848  to  1860,  when  the 
annual  product  of  gold  in  this  country  was  increasing  from  $10,000,000  to  $50,000,- 
000,  $60,000,000  and  $65,000,000,  the  product  of  silver  was  inconsiderable. 
v  But  the  price  of  silver  did  not  materially  fall,  notwithstanding  the  increased 
production  of  the  years  immediately  following  1860.  The  highest  prices 
ranged  from  60  3-4d.  to  61.16.  But  in  1873  the  price  of  silver  fell  so  much 
that  the  average    price    was    59    l-4d.,   and   in  the   three   following  years  the 
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fall  was  so  great  that  the  lowest  price  in  London  in  1876  was  46  3-4d.  ancf 
the  highest  58  l-2d.  By  this  time  the  annual  product  of  silver  had  grown  to  be- 
$91,208,750  as  against  $115,756,750  of  gold.  The  interpretation  of  this  is  at  least 
that  the  fall  in  price  did  not  result  wholly  from  the  increase  of  supply.  The  demand 
had  a  good  deal  to  do  with  it.  Much  stress  is  laid  on  the  new  German  coinage  act 
and  the  consequent  increase  of  the  supply  of  silver  in  the  world's  bullion  market 
The  fact  is  that  from  1871  to  1876  the  German  sales  of  silver  did  not  exceed  $30,000, 
000.  At  the  same  time  the  German  demand  for  gold  for  the  purpose  of  establishing 
the  single  gold  standard  was  about  $414,000,000.  This  demand  for  gold  had  a 
greater  effect  on  the  price  of  silver  than  the  sale  of  the  silver  coins  for  bullion.  At 
the  same  time  there  was  a  decreased  demand  for  silver  on  the  Continent.  Belgium 
and  Holland  had  already  closed  their  mints  to  silver,  and  the  French  mints  was- 
closed  in  1876.  India,  too,  helped  the  depreciation  of  the  price  of  silver.  Her  in- 
debtedness to  England  temporarily  suspended  her  enormous  power  for  absorbing- 
silver.  In  1869-1870  the  excess  of  India  imports  of  silver  was  $36,601,685 ;  in  1870- 
1871  it  fell  to  $4,709,685  ;  in  1872-1873  it  was  down  to  $3,523,220.  It  was  not  back 
to  large  figures  until  1878.  The  effect  of  the  decreased  demand  is  shown  in  our  own 
statistics  of  exports.  In  1871  our  total  exports  of  silver  amounted  to  $31,755,780  ;  in 
1876  they  were  down  to  $25,329,252  notwithstanding  the  greatly  increased  produc- 
tion, which  in  the  same  year  advanced  from  $23,000,000  to  $38,800,000.  Nor  did  the- 
decline  of  exportations  cease  with  1876.  In  1882  they  were  only  $16,829,599,  while 
the  silver  product  of  the  country  had  grown  to  be  $46,800,000.  -* 

In  addition  to  the  increased  supply  and  the  exceptional  state  of  things  in  India, 
the  fact  that  silver  had  generally  gone  out  of  use  as  a  standard  of  value  in  Europe- 
must  be  taken  into  consideration  in  seeking  for  the  reason  of  the  fall  in  price  in 
1876.  It  was  this  fall  that  led  to  the  movement  in  this  country  to  "rehabilitate" 
silver.  Before  this,  gold  was  the  native  product  that  appealed  successfully  to  Con 
gress  for  protection.  Now  silver  was  becoming  the  national  metal.  In  1876 
Colorado  was  admitted  as  a  State,  the  enabling  act  having  been  passed  in  1875. 
The  silver  interests  thus  secured  two  Senators  in  Congress.  One  of  the  two  new 
Senators  was  Henry  M.  Teller,  who  is  still  a  member  of  the  body,  and  is  an  able  and 
experienced  advocate  of  the  cause  of  the  free  coinage  of  silver.  In  1876  the  pro- 
ducts of  gold  and  silver  were  about  equal.  By  1879  the  annual  product  of  silver 
exceeded  in  commercial  value  that  of  gold,  and  this  excess  steadily  increased  until 
1893.  There  is  no  doubt,  whatever  may  be  said  as  to  causes  governing  the- 
market  prior  to  1876,  that  this  rapid  increase  of  silver  production  since  then  accounts- 
in  great  measure  for  the  great  fall  of  price  from  an  average  of  52  3-4d.  to  about  33d. 

The  movement  for  the  free  coinage  of  silver  in  1876  was  very  brisk.  Several 
nills  were  introduced  in  the  House  for  the  issue  of  coin  notes  and  for  the  re-establish- 
ment of  the  silver  dollar.  One  of  these  was  passed,  but  received  no  consideration 
from  the  Senate.  On  Nov.  5, 1877,  Mr.  Bland  introduced  a  free  coinage  and  un- 
limited legal-tender  silver  bill,  which  was  passed,  without  debate  and  under  sus- 
pension of  the  rules,  by  a  vote  of  163  to  34.  When  the  bill  reached  the  Senate 
it  was  placed  in  charge  of  Mr.  Allison,  who  reported  it  back  from  the  Finance- 
Committee  with  important  amendments.  The  bill  passed  the  Senate,  Feb.  15,  1878, 
by  a  vote  of  48  to  21.  As  it  passed  it  provided  for  the  monthly  purchase  of  not 
less  than  $2,000,000  worth  of  silver  bullion  or  not  more  than  $4,000,000  worth  "  at 
the  market  price  thereof,"  the  bullion  to  be  coined  into  412  i-2  grain  dollars. 
Silver  certificates  and  an  international  monetary  conference  were  provided  for. 
Free  coinage  was  defeated.  After  some  protest  the  House  concurred  in  the  Sen- 
ate amendments  by  a  vote  of  203  to  72.  On  Feb.  28  President  Hayes  vetoed  the 
bill.  On  the  same  day  both  houses  passed  it  over  his  veto.  While  the  discussion 
of  these  measures  was  in  progress  Senator  Matthews  secured  the  passage  of  a  reso- 
lution declaring  that  the  United  States  might  lawfully  redeem  its  bonds  in  silver 
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dollars.  The  result  of  the  passage  of  this  resolution  was  immediately  felt.  Our 
bonds  began  to  come  back  from  Europe.  In  one  week  $10,000,000  of  them  were 
-thrown  upon  the  market,  and  the  amount  sent  home  was  estimated  by  Mr.  Allison 
to  have  reached  $100,000,000.  We  had  warning  fifteen  years  ago  of  what  has 
resulted  from  the  act  of  1890. 

Under  the  act  of  1878  the  Treasury  never  coined  more  than  $2,000,000  worth  of 
■silver  a  month.  Sometimes  the  bullion  owners  demanded  more  than  the  market 
rates,  when  Secretary  Sherman,  interpreting  the  law  as  Mr.  Carlisle  has  lately  inter- 
preted it,  declined  to  make  the  purchases.  The  Government  found  it  almost  impos- 
sible to  force  the  new  silver  dollars  into  circulation.  The  people  would  not  take  them. 
The  Clearing-House  in  New  York  declined  to  receive  the  certificates  in  settlement 
of  balances,  until  they  were  compelled  to  do  so  by  an  act  of  Congress ,  which  for- 
bade national  banks  from  joining  an  association  covered  by  such  a  rule.  The  Gov- 
ernment did  its  best.  It  paid  the  cost  of  transporting  the  dollars.  It  discontinued 
the  issue  of  legal-tender  notes  of  denominations  less  than  five  dollars.  It  issued 
one,  two  and  five  dollar  silver  certificates,  and  finally  obtained  a  circulation  for  the 
smaller  of  these. 

Fortunately  for  the  country,  the  surrender  of  large  amounts  of  national  bank 
•currency  at  this  time  made  a  place  for  the  new  silver  currency,  so  that  all  the  evil 
•effects  of  a  silver  coinage  adopted  in  the  face  of  the  action  of  the  commercial 
world  and  in  antagonism  to  it  were  not  felt.  Under  the  act  of  1878  the  Govern- 
ment purchased  291,292,019  ounces  of  silver,  for  which  it  paid  $303,190,262.  But  out 
of  it  the  Government  issued  in  coins  378,166,795  silver  dollars.  The  purchases  of 
the  Government  did  not  check  the  rapid  decline  in  the  price  of  silver,  as  is  shown 
by  the  following  quotations  of  the  average  London  price  per  ounce  : 


1878 52  9-16d. 

1879 51  l-4d. 

1880 52  1-4d. 

1881 51  15-16d. 

1882 51  13-16d. 

1883 50  5-8d. 


1884 50  3-4d. 

1885 48  9-16d. 

1886 - 45  3-8d. 

1887 44  5-8d. 

1888 42  7-8d. 

1889.... 42  ll-16d. 


The  friends  of  silver  were  not  satisfied.  They  insisted  that  the  Government 
should  do  something  more  for  their  favorite  metal.  On  June  17,  1890,  the  Senate 
passed  a  free  coinage  bill  by  a  vote  of  42  to  25.  The  House  did  not  concur,  and 
there  was  a  compromise  measure  agreed  upon  by  a  conference  committee,  which 
became  a  law,  known  as  the  Sherman  act.  The  law  required  the  monthly  pur- 
chase of  4,500,000  ounces,  and  the  coinage  every  month  of  2,000,000  ounces  of  the 
bullion  so  purchased  until  July  1,  1891.  After  that  bars  were  to  be  coined  for  the 
redemption  of  the  legal  tender  Treasury  notes  authorized  by  the  act,  in  the  discre- 
tion of  the  Secretary.  The  act  recited  further  that  it  was  the  "  established  policy 
of  the  United  States  to  maintain  the  two  metals  on  a  parity  with  each  other." 

The  Treasury  purchased  under  the  Sherman  law  168,674,682  ounces  at  a  cost  of 
$155,931,002.  At  60  cents  an  ounce  this  bullion  is  worth  $101,204,809,  a  loss  to  the 
-Government  of  $54,726,193. 

The  operation  of  the  Sherman  law  was  quickly  felt.  Although  there  was  no  free 
ooinage,  Gresham's  law  began  to  act.  Holders  of  American  securities  became 
alarmed  lest  they  would  be  obliged  to  accept  payment  in  silver,  and  a  general 
hoarding  and  exportation  of  gold  followed.  The  following  table  will  show  the  in- 
crease of  our  exports  of  gold  coin  and  gold  bullion  : 

1888 $34,526,447 

1889 50,933,460 

1890 - 24,063,074 

1891 -. 79,086,581 

1892 .- ---  76,532,056 

1893 -.-_. 79,775,820 

Total .$344,917,438 
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Subtracting  imports,  there  was  in  these  years  a  net  loss  of  gold  to  the  United 
States  of  $230,234,403. 

In  the  mean  time  the  departure  of  gold  was  shown  in  another  way.  In  January, 
1890,  of  the  customs  dues  received  by  the  Government  92.6  per  cent,  were  paid  in- 
gold  ;  in  December  88.3  per  cent,  was  in  gold.  In  December,  1891,  the  amount  of 
gold  received  for  customs  dues  had  fallen  to  65.4  per  cent.;  in  January,  1893,  only 
8.9  per  cent,  was  paid  in  gold ;  and  though  the  hoarded  gold  forced  from  the  bank 
vaults  by  the  currency  famine  of  1893  temporarily  swelled  the  gold  receipts  from- 
customs,  the  proportion  in  January,  1894,  was  but  17.6  per  cent.;  from  which  it 
yapidly  dwindled,  until  in  October  and  November,  1894,  gold  receipts  had  entirely- 
ceased. 

The  business  distress  which  followed  the  loss  of  confidence  in  our  securities- 
and  inevitably  in  each  other,  and  in  everything  else  that  usually  commands  the* 
respect  of  business  men,  is  still  upon  us. 


VI. 
RECENT    DEVELOPMENTS. 

Congress  was  called  together  in  the  summer  of  1893  for  the  purpose  of  repeal- 
ing the  Sherman  act.  After  many  vexatious  delays,  involving  disaster  and  loss  to- 
the  business  interests  of  the  country,  a  bill  was  passed  unconditionally  repealing 
the  purchasing  clause  of  the  law.  In  the  meantime,  June  26,  1893,  the  Indian 
mints  were  closed  to  the  free  coinage  of  silver.  While  the  effect  on  the  monetary 
and  commercial  relations  of  India  has  not  been  what  the  authors  of  the  act  ex 
pected,  the  immediate  result  was  a  panic  in  silver.  The  price  fell  at  once  in  Lon- 
don, reaching  30^d.,  the  lowest  point  ever  touched  up  to  that  date.  This  was  in 
June.  In  July  the  price  rose  to  32%d.,  but  in  December  it  was  down  to  31^d.  in 
London  and  70.25  cents  an  ounce  in  New  York.  Silver  is  now  (January  \r 
1895)  selling  at  27T\d.  in  London,  and  at  59%  cents  an  ounce  in  New  York,  and 
in  the  meantime  the  production  of  gold  has  enormously  increased.  In  the  cal- 
endar year  of  1893  it  was  the  largest  known  in  the  history  of  gold  mining,  the  out- 
put being  valued  at  $155,522,000.  It  is  expected  that  the  gold  output  for  1894  wilV 
be  larger  than  that  of  1893  by  some  $20,000,000,  which  will  make  it  more  than  equal 
to  the  rate  of  gold  and  silver  output  of  1861-1865,  and  that  the  increase  will  con- 
tinue indefinitely.  In  other  words,  the  world  will  soon  have  as  much  gold  as  a, 
basis  of  value  as  it  had  of  both  gold  and  silver  together  in  the  days  before  the  act 
of  1873  was  passed,  before  Germany  was  on  a  gold  basis,  and  when  the  Latin  Union* 
was  trying  to  keep  the  two  unequal  metals  in  parity. 


VII. 

A   CENTURY'S    STRUGGLE   NOW    ENDED. 

These  developments  raise  the  point  as  to  whether  the  whole  question  of 
bimetallism,  as  compared  with  a  single  standard  either  of  gold  or  silver,  is 
not  being  satisfactorily  answered  by  the  course  of  events  outside  of  legislation. 
Whatever  may  have  been  the  case  in  earlier  periods,  when  governments  were 
comparatively  isolated,  but  practically  omnipotent  in  influencing  trade  con- 
ditions within  their  respective  boundaries,  the  developments  of  the  last  half 
century — in  breaking  down  international  barriers,  in  the  increasing  dependence 
of  governments  upon  the  conditions  of  finance  and  commerc2,  in  the  un- 
exampled development  of  international  as  compared  with  local  concerns — have? 
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practically  arrived  at  a  point  where  laws  are  as  powerless  to  affect  the  tides  of 
commerce  as  are  imaginary  boundary  lines  to  limit  the  climates  or  change  the 
natural  relations  of  the  territories  through  which  they  run.  In  other  words,  in 
the  essential  matters  of  currency,  commerce  has  become  all-powerful.  From  now 
zn  the  offices  of  legislation  are  two — either  so  to  adapt  the  administrative  functions 
of  government  as  to  effectuate  the  rapidly  developing  unwritten  law  of  commerce, 
and  thus  to  keep  a  people  at  the  very  forefront  of  civilization  ;  or,  either  to  refuse 
thus  to  serve  it,  or  to  obstruct  it  in  serving  itself,  thereby  keeping  it  at  an  increas- 
ing disadvantage. 

It  is,  therefore,  not  to  legislative  but  to  commercial  development  that  we 
must  look  for  the  signs  which  are  to  frame  our  expectations.  These  are  marked 
and  uniform  in  suggestion. 

Fifty  years  ago  the  world's  aggregate  of  coined  money,  silver  and  gold,  was 
probably  a  fair  supply  for  commerce  as  it  then  existed.  Since  then  the  question 
of  supply  r  jad  demand  for  coin  currency  has  been  vitally  affected  by  three  factors, 
namely  : 

(1).  The  development  of  facilities  for  communication,  greater  since  1840  than 
from  the  time  of  Abraham  to  that  date,  and  the  later  corresponding  development 
of  commercial  expedients  ;  which  have  reduced  the  absolute  amount  of  coin  neces- 
sary for  a  given  amount  of  exchanges. 

(2.)  Discoveries  of  new  deposits  and  cheapening  of  gold  and  silver  production 
in  America,  Australia  and  Africa ;  which  have  been  such  in  the  last  half  century  as 
to  add  to  our  supply  of  these  metals  a  greater  amount  than  had  been  secured 
in  a  thousand  years  before. 

(3.)  The  increasing  (now  almost  universal)  extent  to  which  the  use  of  silver 
as  a  basis  for  currency  has  been  renounced  by  one  nation  after  another. 

Of  course  it  must  be  remembered  that  in  the  case  of  a  comparatively  inde- 
structible product,  such  as  gold  or  silver,  the  world's  stock  on  hand  is  so  great  as 
to  permit  its  value  to  be  affected  but  slowly  by  any  increase  in  the  annual 
production.  But,  even  after  all  allowance  has  been  made  for  this,  during  the 
earlier  part  cf  the  last  half  century,  while  the  first  and  second  of  the  above  sug- 
gested causes  were  in  more  active  operation  than  was  the  third,  the  actual  result 
was  the  inevitable  one.  The  demand  for  gold  and  silver  decreased  greatly  when 
compared  with  their  rapidly  increasing  supply,  and  both  were  cheapened  when 
compared  with  the  price  of  labor,  measured  by  the  product  in  any  direction  of  a 
given  quantity  of  it. 

During  the  last  twenty- five  years,  however,  the  third  factor  has  come  so  rapidly 
to  the  front  that  the  civilized  world  (practically  the  whole  world,  so  far  as  concerns 
commercial  conditions)  is  now  conducting  its  business  upon  the  basis  of  gold 
alone. 

As  a  consequence — though  it  is  in  large  measure  masked  by  coincident 
development  of  production  and  transport  facilities — there  has  resulted,  if  not  an 
absolute  appreciation  in  the  value  of  gold,  at  least  a  decided  check  to  its  deprecia- 
tion when  compared  with  that  of  labor,  to  which  the  experience  of  the  preceding 
quarter  century  had  accustomed  us.  In  spite  of  the  vast  amount  of  ingenuity  and 
research  that  had  been  lavished  upon  the  subject,  it  is  not  easy  to  decide  whether 
gold  has  appreciated.  It  is  certain,  however,  that  as  compared  with  any  measure 
of  human  effort  its  price  has  not  of  late  depreciated  at  anything  like  the  rate  either 
of  its  own  depreciation  in  the  earlier  part  of  the  last  fifty  years  epoch,  or  of  the 
depreciation  which  has  so  generally  characterized  other  products  of  industry. 

Were  this  all,  there  might  be  a  serious  question — especially  in  view  of  the 
universal  enmeshment  in  debt  of  individuals,  municipalities  and  nations — as  to  the 
extent  to  which  this  comparative  appreciation  of  gold  should  be  tolerated  ;  and  it  is 
lortunate  that  the  course  of  events  assures  a  solution  which,  apparently,  we  majr 
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confidently  expect  without  taking  the  responsibility  of  intermeddling  with  matters 
beyond  our  control. 

The  movement,  which  commenced  in  earnest  as  nearly  as  may  be  one 
hundred  years  ago,  for  the  discarding  of  silver  as  a  money  metal,  is  now  prac- 
tically complete,  having  circled  the  commercial  globe.  Its  incalculable  force 
in  tending  steadily  to  depress  the  price  of  silver  and  appreciate  that  of  gold  is, 
therefore,  practically  spent ;  and  we  are  relegated,  as  a  basis  for  calculation  as 
to  the  future,  to  the  effect  of  the  other  causes  noted,  both  of  which  are  still  in  full 
operation.  Commercial  developments  are  still  lessening  the  amount  of  metal 
required  to  facilitate  a  given  quantity  of  exchanges  ;  and  the  annual  production  of 
gold  has  of  late  so  rapidly  increased  as  to  promise  for  the  year  1895  a  greater  out- 
put of  that  metal  alone  than  of  both  combined  during  any  four  years  before  1850. 
Indeed,  the  rate  of  increase  of  gold  production  during  the  last  two  years— due  ap- 
parently to  causes  which  must  continue  until  the  world's  supply  of  gold  shall  be 
materially  increased  from  its  present  proportion  to  the  demand  therefor — has 
been  such  that,  if  continued  until  1900,  it  will  have  added,  in  gold  alone,  to  our 
stock  of  precious  metals,  during  this  decade,  more  than  the  production  of  both 
silver  and  gold  for  any  ten  3rears  previous  to  1890. 

It  seems,  therefore,  clear,  first,  that  the  last  quarter  century  has  been  that  in 
which  has  culminated  a  world-wide  movement  to  displace  silver  and  appreciate, 
comparatively,  the  commercial  value  of  gold ;  that  the  operation  of,  this  cause  is 
not  merely  practically  at  an  end,  but  that  its  workings  have  coincided  with  and 
set  in  motion  compensating  forces ;  as  a  result  of  which  the  value  of  gold  must 
henceforth  steadily  depreciate,  as  a  consequence  of  the  steadily  increasing  propor- 
tion which  its  supply  from  this  time  on  will  bear  to  the  world's  demand  for  its 
use — even  assuming  that  the  world's  finances  are  hereafter  to  be  conducted  upon  a 
strictly  monometallic  basis— that  of  gold. 
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The  office  of  Congress  in  this  case  is  simply  to  see  to  it  that  the  notes  of  the  State  bank  are  con- 
stituted a  sound  instrument  of  exchange,  safely  usable,  when  necessary,  in  any  part  cf  the  country. 
To  insure  that  object,  all  that  is  needful  is  to  require  as  a  condition  precedent  to  issuing  such  paper 
that  it  shall  be  subject  to  guarantees  identical  with  those  suggested  as  for  the  National  banks,  namely  : 

(1)  That  the  issues  of  banks  doing  business  under  the  laws  of  a  State  shall  not  exceed  in  amount 
1h%  of  ffieir  paid-up  capital ; 

(2)  That  the  notes  of  such  banks  shall  constitute  a  first  lien  upon  the  whole  assets  of  the  banJc  and 
upon  the  duplicate  liability  of  the  stockholders  / 

(3)  That  a  series  of  central  agencies  shall  be  established  for  the  redemption  of  their  notes  • 

(4)  That  these  banks  shall  be  subject  to  regular  official  examination  ;  and 

(5)  That  State  banks  conforming  to  these  conditions  shall  be  exempt  from  the  1Q%  tax ;  while  all 
banks  issuing  notes  in  non-compliance  with  these  stipulations  shall  remain  subject  to  a  tax  of  10#  on 
<tll  such  issues. 
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A  CENTURY  OF  MONETARY  FAILURES. 

Whatever  reasons  for  a  high  national  pride  the  American  people  may  legitimately 
advance,  their  monetary  history  is  not  one  of  them.  A  century  of  effort  to  produce 
a  scientific,  sound  and  convenient  circulating  medium  has  been  productive  of  lament- 
able failure.  We  began  our  experience  with  fiat  government  paper.  After  the  dis- 
astrous failure  of  that  folly,  we  tried  the  expedient  of  issuing  notes  by  two  specially 
authorized  United  States  banks  ;  which  equally  ended  in  disaster,  alike  to  the  banks 
and  the  public.  From  an  early  period  in  the  century  up  to  1864,  our  chief  dependence 
for  circulation  was  upon  banks  chartered  by  authority  of  the  States,  of  which,  in  1860, 
some  1,600  were  putting  out  circulation  to  the  amount  of  $202,000,000.  Those  issues- 
were  so  inadequately  guaranteed  and  the  provision  for  their  redemption  was  so  imper- 
fect, that  the  public  became  wearied  of  the  uncertainty  of  their  value  and  the  losses  to* 
which  the  note-holders  were  exposed.  The  people,  therefore,  were  only  too  glad  to 
hail  the  supersedure  of  the  State  bank  issues  by  the  more  carefully  guarded  circulation 
provided  under  the  National  Banking  Act  of  1864. 

That  enactment,  however,  was  dictated  by  the  necessities  of  war  finance  ;  its  main 
purpose  being  to  provide  a  fixed  resting  place  for  a  large  amount  of  Government 
bonds.  With  that  end  in  view,  banks  issuing  under  this  law  were  required  to  deposit 
with  the  Treasury  United  States  bonds  to  the  extent  of  about  11  per  cent,  in  excess  of 
the  amount  of  their  circulating  notes  ;  and,  in  order  to  bring  under  the  new  system 
the  largest  possible  number  of  banks,  the  State  institutions  were  prevented  from 
issuing  by  the  imposition  of  a  tax  of  10  per  cent,  per  annum  on  their  outstanding- 
notes.  This  system,  it  is  true,  remedied  the  worst  defect  of  the  State  bank  notes — the 
varying  discounts  from  their  value ; — but  the  severity  of  the  guarantee  has  had  the 
effect  of  driving  one  half  of  the  national  currency  out  of  circulation,  thereby  creating 
a  popular  demand  for  silver  money  and  seeming  to  justify  it.  As  a  means  of  providing^ 
an  adequate  supply  of  bank  circulation,  the  national  system  has  thus  largely  failed 
of  its  purpose.  So  far  as  respects  bank  and  State  paper,  we  have,  therefore,  had 
four  successive  and  complete  failures  within  the  century. 

The  emergencies  of  the  war  period  forced  into  our  currency  arrangements 
elements  still  more  vicious  than  those  above  specified.  We  have  now  outstanding. 
$345,000,000  of  greenbacks,  then  issued  as  a  forced  loan.  Behind  them  there  is  no 
fixed  guarantee,  beyond  a  promise  to  maintain  a  reserve  of  $100,000,000  in  gold,  in 
order  to  provide  for  their  current  redemption ;  of  which  promise  the  less  said  the 
better,  in  view  of  its  perpetual  infraction  within  the  last  two  years.  The  constitu- 
tionality of  these  issues  still  remains  gravely  uncertain.  They  act  as  a  constant 
menace  to  the  credit  of  the  Government,  and  serve  as  a  precedent  and  an  encourage- 
ment to  further  prostitutions  of  State  powers  to  semi-banking  functions.  The  notes 
are  the  more  dangerous  because  of  their  legal-tender  quality,  which  constitutes  them 
the  chief  element  in  bank  reserves  and  a  money  of  final  settlement  that  surround* 
investments  with  the  gravest  uncertainties.  Most  inexcusably,  since  1890  the  quality 
of  these  notes  has  been  further  deteriorated  by  the  issue  of  $150,000,000  of  Treasury 
notes  against  purchases  of  silver,  which  are  also  an  unlimited  legal  tender,  and  are, 
equally  with  the  greenbacks,  a  claim  upon  the  $100,000,000  gold  reserve.  The 
uncertainty  of  this  joint  reserve  against  the  two  classes  of  notes  is  illustrated  by  the 
fact  that  in  February,  1895,  it  stood  at  a  fraction  over  8  per  cent.,  the  original  legal 
intent  being  that  it  should  be  30  per  cent.  Such  is  the  quality  of  our  much-belauded 
legal  tenders.  Is  it  strange  that  the  country  should  have  become  impatient  to  get  rid 
of  them? 

The  manifold  defects  of  our  bank  and  Government  paper  have  been  tenfold  aggra- 
vated by  the  forced  issue  of  $550,000,000  of  silver  money  at  a  coinage  valuation  double 
that  of  the  bullion  value  of  the  contents.  This  silver  currency  being  a  full  legal  tender, 
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our  $500,000,000  of  legal  tenders  and  our  $200,000,000  of  bank  circulation  are  alike 
redeemable  in  the  depreciated  coin,  and  must  be  actually  so  redeemed  in  the  event  of 
the  Treasury  being  unable  to  meet  its  obligations  in  gold — a  catastrophe  which  has  been 
twice  most  perilously  imminent  within  the  last  twelve  months. 

We  have  thus  tried  within  the  first  century  of  our  national  existence  no  less  than 
six  systems  for  satisfying  our  currency  requirements,  each  of  which  has  demonstrated 
its  rottenness  or  its  insufficiency  by  its  failure.  We  have  to-day  seven  distinct  forms 
of  currency  independently  of  subsidiary  money,  only  two  of  which — gold  coin  and 
gold  certificates — can  be  regarded  as  really  sound  money ;  and  we  have  consigned 
nearly  as  many  more  to  the  limbo  of  monetary  abortions.  By  the  policy  of  arbitrary- 
issues  we  have  swelled  the  proportionate  supply  of  money  beyond  all  normal  re- 
quirements, the  amount  of  currency  having  risen  from  $13.85  per  head  of  population 
in  1860  to  $24  in  1893.  Our  system  is  utterly  devoid  of  homogeneity.  We  have 
two*standards,  between  which  there  is  a  daily  varying  divergence.  We  have 
$550,000,000  of  coin  intrinsically  worth  only  fifty  cents  on  the  dollar.  We  have 
$500,000,000  of  notes  which,  though  supposably  payable  in  gold,  have  very  recently 
been  on  the  verge  of  becoming  redeemable  in  a  coin  which  has  lost  half  its  legal  value. 
We  have  $200,000,000  of  bank  paper  which,  though  sure  of  liquidation  in  full,  has 
yet  no  guarantee  as  to  the  value  of  the  money  in  which  it  may  be  redeemed.  We  are 
supposed  to  have  $600,000,000  of  gold,  which  is  the  only  money  we  possess  that  can 
be  considered  fit  for  the  purposes  of  a  rich  and  honorable  nation.  The  Legal  Tenders 
are  supposed  to  represent  gold,  either  in  hand  or  procurable  when  wanted.  But  the 
truth  is  that  the  ability  of  the  Government  to  honor  its  notes  is  wholly  dependent  on 
the  metropolitan  banks,  which  can,  at  their  pleasure,  either  deprive  the  Treasury  of 
its  sole  gold  income  by  giving  out  paper  to  pay  customs  duties,  or  withdraw  from  the 
Treasury  all  the  gold  needed  for  the  export  of  that  metal — a  policy  which  the  banks 
have  actually  enforced  for  the  last  three  years,  with  the  result  of  twice  bringing  the« 
Government  to  the  verge  of  suspension  of  gold  payments. 

This  is  the  situation  into  which  our  monetary  system  has  drifted  through  permit- 
ting the  Government  to  become  the  creator  and,  directly  or  indirectly,  the  sponsor  of 
three-fourths  of  our  enormously  inflated  circulation.  These,  expressed  in  very  general 
terms,  are  the  features  of  the  monetary  disorganization  which  awaits  remedy. 

MEASURES    OF    REMEDY. 

The  first  step  toward  educing  order  and  soundness  out  of  this  medley  mass  of  mon- 
etary instruments  must  be  the  retirement  of  the  paper  legal  tender,  consisting  of  $346,- 
681,000  of  United  States  notes,  or  °  greenbacks,"  and  $150,705,000  of  Treasury  notes, 
generally  known  as  "  Sherman  notes." 

Few  nations  have  escaped  the  temptation  to  issue  paper  legal  tender  under  pressure 
of  fiscal  emergencies ;  and  the  result  has  almost  invariably  been  dishonor  to  the  credit 
of  the  Government,  and  disaster  to  the  interests  of  the  people.  Our  own  experience 
under  this  form  of  borrowing  has  been  little  exceptional  to  the  rule  of  the  world.  It 
must  be  conceded,  however,  that  the  greenbacks  have  a  history  which  has  won  for 
them  a  certain  degree  of  popular  attachment.  They  helped  us  through  the  straits  of 
our  war  finance.  Since  the  resumption  of  specie  payments  they  have  suffered  no  taint 
of  credit.  For  the  principal  uses  of  money  they  have  been  practically  "as  good  as 
gold ;."  and  the  world  over  they  have  ranked  with  the  notes  of  the  Bank  of  England, 
or  the  Bank  of  France,  or  the  German  Reichsbank.  Thus  it  has  come  to  pass  that  the 
greenback  has  acquired  a  prestige  which  has  made  it  a  fundamental  factor  in  our 
monetary  system.  , 

' j  Popular  preferences,  however,  are  not  always  infallible  ;  and  experience  is  alwaya 
demonstrating  how  easily  a  fatal  fallacy  may  lurk  in  the  shadow  of  a  conventional 
idol.     When  United  States  notes  were  first  authorized,  the  expedient  was  widely  con- 
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«3emned  by  the  intelligent  sentiment  of  the  country,  and,  still  more,  by  the  expert  ver- 
dict of  bankers.  None  pretended  to  defend  them  on  principle  ;  many  questioned 
their  constitutionality ;  and  the  Legal  Tender  Act  was  acquiesced  in  only  as  an  inevit- 
able resort  of  war  finance.  The  issues  were  kept  in  check  as  far  as  possible  and  were 
assumed  to  be  only  transient.  For  some  years  after  the  war,  the  conservative  opinion  of 
the  country  was  in  favor  of  repealing  the  Legal  Tender  Act,  and  the  last  thing  thought 
of  was  that  the  notes  should  be  assigned  a  foremost  rank  in  our  various  forms  of 
money.  The  instrument  that  was  first  condemned  on  economic  grounds  and  distrusted 
for  its  illegitimacy  as  a  creation  of  Government  has  at  last,  however,  become  the 
chief  corner  stone  of  our  banking  economy  and  of  our  credit  structure. 

And  yet  there  is  not  one  of  the  reasons  originally  urged  against  this  strained  exer- 
cise of  power  that  does  not  equally  hold  good  to-day.  It  is  contrary  to  every  legit- 
imate function  of  government  that  the  Federal  Power  should  in  times  of  peace 
undertake  to  guarantee  credit  money  for  the  people.  The  Government  may  properly 
"coin  money"  for  the  owners  of  bullion;  fix  its  weight,  fineness  and  value;  and 
devise  its  image  and  superscription  ;  but  any  authorization  supposed  to  be  conveyed 
by  the  language  of  the  Federal  Constitution  beyond  this  comes  only  of  the  most  vio- 
lent construction  of  the  plain  terms  of  that  charter.  The  Legal  Tender  Act  is  purely 
an  unrestrained  exercise  of  the  power  of  arms  that  overrides  even  fundamental  law. 
Its  only  warrant  is  the  brute  maxim,  "inter  arma  silent  leges."  As  a  subjection  of 
law  to  an  extra-legal  necessity,  it  should  have  been  tolerated  for  no  longer  than  while 
the  necessity  which  gave  it  birth  remained  in  force.  The  needless  prolongation  of  this 
act  is  a  deliberate,  perpetual  violence  to  the  fundamental  law  of  the  Republic  ;  and  its 
unopposed  toleration  is  calculated  to  vitiate  that  jealous  respect  for  Constitutional 
authority  on  which  the  safety  of  our  institutions  supremely  depends. 

It  is  scarcely  possible  to  conceive  of  a  more  vicious  perversion  of  the  functions  of 
government  than  the  issuing  of  a  paper  currency  based  upon  the  mere  credit  of  the  central 
power.  The  issuing  of  a  circulatory  credit  is  distinctly  a  banking  function,  and,  as  such, 
-cannot  be  properly  done  by  a  government,  which  has  no  right  to  assume  fiduciary 
responsibilities  in  behalf  of  private  interests.  Its  legitimate  debts  are  more  than  a 
government  is  wont  to  care  for  wisely  ;  why  then  should  the  State  assume  sponsorship 
for  a  vast  amount  of  demand  liabilities  in  behalf  of  merchants  and  bankers  whose 
natural  business  it  is  to  provide  these  instruments,  and  who  best  understand  the 
requirements  of  the  case  ?  Governments  are  exposed  to  special  risks  and  to  wide  ir- 
regularities of  income  and  expenditure,  which,  by  endangering  their  credit,  expose  their 
•currency  obligations  to  depreciation,  to  irredeemability  and  even  repudiation.  At  one 
time  or  another,  state  currencies  are  sure  to  be  overtaken  with  these  defaults;  when 
the  investments  and  the  commerce  of  the  nation  suffer  accordingly.  In  order  to  main- 
tain its  stability  of  value,  credit  money  should  always  be  guaranteed  by  convertible 
-assets,  readily  within  reach  of  the  law ;  but  how  can  a  government  be  assured  of 
having  a  sufficiency  of  available  assets  whenever  its  note-holders  please  to  demand  the 
redemption  of  its  notes  2  The  State  may  provide  a  gold  reserve  against  its  issues  ;  but 
low  surely  do  other  more  urgent  demands  of  government  divert  such  reserves  to  other 
purposes  !  It  may  have  the  power  to  tax  the  people  to  pay  its  notes  ;  but  how  rarely 
is  a  legislature  found  willing  to  authorize  taxation  for  any  such  purpose  !  If  a  people 
•cannot  be  trusted  to  provide  their  own  credit  money,  certainly  the  State  cannot ;  for  no 
government  has  practically  a  financial  resource  equal  to  that  of  its  organized  citizens, 
nor  a  steadiness  of  control  over  its  means  comparable  to  that  of  the  voluntary  action  of 
the  people  at  large. 

The  recent  position  of  the  United  States  Treasury  affords  a  fair  illustration  of 
what  may  at  an  unexpected  moment  befall  a  government  which  has  undertaken  to 
furnish  paper  circulation  for  the  people.  Though  its  long  obligations  may  enjoy  the 
highest  credit,  its  demand  notes  may  be  thrown  into  sudden  default,  and  plunge  the 
nation  into  consequent  panic. 
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Again  ;  note  the  dangers  of  constituting  government  legal-tender  notes  the  money 
of  banking.  Our  banks  have  been  accustomed  to  hold  about  one-half  of  their  cash 
reserves  in  this  form  of  currency ;  nor  could  they  have  avoided  so  doing  if  they  would  ; 
for  the  available  supply  of  gold  coin  has  not  been  sufficient  for  their  whole  reserve 
requirements.  And  yet  what  is  to-day  the  basis  of  this  form  of  money  ?  The  Govern- 
ment reserve  has  fallen  to  half  its  legal  volume— and  this  at  a  time  when  the  distrust 
against  silver  is  causing  an  accumulation  of  gold  by  all  the  European  national  banks, 
the  United  States  being  thereby  directly  exposed  to  an  exhaustive  drain  upon  their 
stock  of  gold.  Under  these  exigencies,  the  notes  are  used  as  a  means  of  getting  gold 
out  of  the  Treasury  for  export,  and  for  paying  customs  duties  in  lieu  of  gold.  The  Gov- 
ernment reserve  thus  diminishes  at  both  ends — from  an  increase  of  withdrawals  and  a, 
loss  of  specie  income,  both  movements  tending  to  discredit  the  notes,  and  compelling- 
large  loans  to  replenish  the  reserve,  but  without  stopping  the  dram.  Can  it  be  consid- 
ered a  legitimate  factor  in  our  banking  system  that  the  banks  should  be  compelled  to- 
hold  a  large  portion  of  their  reserves  in  a  form  of  currency  subject  to  these  dangerous- 
vicissitudes  and  to  being  used  for  purposes  hostile  to  the  public  credit  ?  The  vitiation 
that  the  Legal  Tender  Act  has  introduced  into  our  currency  system  inevitably  extends- 
itself  into  our  banking  system,  and  the  credit  of  the  nation  and  the  fabric  of  com- 
merce and  finance  are  together  sapped  at  their  foundations.  The  crisis  from  which  we 
are  just  escaping  has  lifted  the  veil  that  has  so  long  screened  the  unsuspected  dangers- 
lurking  in  that  act ;  and  at  last  the  country  has  become  impatient  for  the  expurgation 
of  this  vicious  element  from  our  currency  system. 

HOW  SHALL  THE  LEGAL  TENDERS  BE  RETIRED? 

The  question  next  arises,  by  what  means  shall  the  retirement  of  the  Legal  Ten- 
ders be  effected  ? 

1.  The  law  enacted  for  this  purpose  should  prohibit,  from  the  date  of  its  opera- 
tion, all  reissues  of  the  notes,  and  provide  for  their  cancellation  as  they  are  redeemed. 
Two  requirements  attendandant  upon  such  cancellations  would  have  to  be  anticipated. 
The  Treasury  would  need  to  be  furnished  with  the  means  for  the  redemption  of 
its  notes  ;  and  the  contraction  of  the  currency  would  have  to  be  prevented  by  the 
simultaneous  issue  of  some  other  form  of  money  to  an  extent  about  equal  to  the  retire- 
ment of  the  greenbacks. 

2.  For  the  first  of  these  purposes  and,  to  a  certain  extent,  for  the  second  also,  the 
treasury  gold  reserve,  be  it  the  legal  $100,000,000  or  less,  would  be  available.  After 
that  resource  would  come  the  $50,000,000  a  year,  or  thereabouts,  required  by  law  for 
the  Debt  Sinking  Fund,  which  could  be  as  lawfully  applied  to  this  purpose  as  it  is  to  the 
liquidation  of  the  funded  obligations.  Should  the  current  surplus  revenues  be  insuffi- 
cient for  this  requirement,  the  deficiency  could  be  made  up  from  a  tax  to  be  devoted 
to  this  specific  object.  Another  resource  for  the  liquidation  would  arise  from  the 
silver  bullion  held  against  the  Sherman  notes,  which,  sold  at  the  present  market  price, 
would  probably  realize  about  $96,000,000.  It  may  be  assumed  that  a  certain  amount 
of  the  greenbacks  would  be  found  to  have  been  lost  or  destroyed  during  the  thirty 
years  of  their  use,  so  far  reducing  the  amount  to  be  redeemed.  Estimating  that  item 
at  say  $20,000,000,  the  sum  cf  both  kinds  of  legal  tenders  to  be  liquidated  would 
be  $480,000,000.  In  order  to  accumulate  these  amounts,  from  the  sources  men- 
tioned, the  receipts  from  revenue,  being  gradual,  the  process  of  retirement  would  have 
to  be  extended  possibly  over  six  years.  Considering  the  delicacy  of  the  operation,  the 
importance  of  avoiding  large  and  sudden  dislocations  of  money,  and  the  uncertainty 
about  the  replacing  of  the  retired  notes  being  effected,  pari  passu,  by  new  bank  issues, 
prudent  financiers  would,  perhaps,  think  that  a  period  by  no  means  too  long  for 
insuring  a  smooth  working  out  of  the  process. 

8.  Should  objection  arise  against  any  of  the  foregoing  means  of  payment,  the  only 
remaining  alternative  would  be  to  issue  short-date  low-rate  bonds  to  such  amount  as 
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might  be  required,  the  bonds  to  be  liquidated  from  surplus  income  at  the  convenience 
•of  the  Treasury.  It  is  doubtful,  however,  whether  public  opinion  would  prefer 
«uch  an  alternative  to  that  of  paying  the  notes  directly  from  current  income  and  from 
Assets  already  in  ihe  Treasury.  Resprt  to  borrowing,  however,  might  facilitate  the 
completion  of  the  transition  in  a  considerably  shorter  period  than  would  be  possible 
under  the  other  plan,  should  expedition  be  deemed,  on  the  whole,  desirable. 

Carefully  considered  arrangements  would  need  to  be  devised  for  keeping  an  even 
pace  between  the  retirement  of  the  legal  tenders  and  the  outputting  of  the  currency 
authorized  to  fill  their  place.  What  the  substitute  currency  should  be  is  the  next 
question  for  consideration. 

THE    NATIONAL    BANKS    AS    A    FACTOR    IN    CIRCULATION. 
The  Failure  op  Their  Guaranty  System. 

The  National  Bank  Act  requires  that  banks  issuing  circulation  thereunder  shall 
deposit  United  States  bonds  with  the  Treasury  as  a  guaranty  against  the  notes  ;  in 
consideration  of  which  the  Government  becomes  responsible  for  their  final  liquida- 
tion, the  ratio  of  the  guaranty  being  $100  of  bonds  to  $90  of  issues. 

This  method  of  protecting  the  notes  was  first  introduced  principally  for  the  purpose 
of -creating  a  market  for  a  large  amount  of  Government  bonds  under  the  exigencies  of 
war,  and  not  because  it  was  the  only  or  the  best  available  means  for  affording  a  per- 
fect guaranty.  Of  course,  the  security  has  proved  superfluously  ample  ;  broader  in- 
deed than  that  of  any  other  bank  notes  in  the  world,  not  excepting  those  of  the  Bank 
of  England.  But  it  is  possible  that  a  guaranty  may  be  made  needlessly  broad  and  ex- 
acting and  that  it  may  prove  positively  and  gratuitously  harmful  to  the  debtor.  And 
-such  is  the  fact  in  respect  to  the  security  provided  in  this  particular  case.  It  not  only 
requires  a  deposit  exceeding  in  market  value  that  of  the  notes  issued  by  25  to  35  per 
■cent.,  but,  by  putting  such  a  large  amount  of  its  capital  beyond  control,  it  tends  to  de- 
prive the  bank  of  that  freedom  in  handling  its  resources  which  is  essential  to  making 
the  most  of  its  facilities,  to  meeting  emergencies,  and  to  efficient  management  gener- 
ally. >The  effect  of  this  excessive  guaranty  is  expressed, — and  yet  but  partially,— -in 
the  fact  that,  in  spite  of  the  constantly  increasing  needs  for  circulation,  the  note  issues 
of  the  National  Banks  declined  from  360  millions  in  1882  to  180  millions  in  1890  ;  or, 
to  put  the  declension  in  a  more  significant  form,  we  cite  from  the  Treasury  Report  of 
1890  (p.  35)  the  fact  that,  "  in  1886  the  percentage  of  circulation  to  capital,  surplus  and 
undivided  profits  was  about  45  per  cent.,  and  is  now  (1890)  less  than  13  percent." 
Other  injurious  effects  have  appeared  in  the  transfer  of  many  banks  from  National  to 
State  charters,  and  in  a  much  lower  ratio  of  growth  among  the  national  institutions 
than  has  occurred  among  banks  operated  under  State  laws.  It  is  thus  manifest  that 
the  present  system  of  bond  deposit  is  destructive  not  only  to  note  issues,  but  also  to 
that  free  use  of  resources  which  banks  must  have  if  they  are  to  be  allowed  to  live  and 
to  confer  the  largest  possible  benefits  upon  the  community. 

The  Bank  of  England  affords  about  the  sole  precedent  for  this  form  and  rate  of 
guaranty.  That  institution,  however,  needed  to  be  guarded  by  entirely  exceptional 
precautions,  for  the  reason  that  it  is  a  National  bank,  on  which  the  fluctuating  fortunes 
of  the  Government  and  the  finances  of  the  immense  colonial  and  foreign  interests  of 
the  Empire,  as  well  as  the  large  banking  interests  of  London,  were  intended  to  be 
immediately  dependent  ;  the  ordinary  issuing  banks^  be  it  noted,  being  free  from  any 
legal  stipulations  for  the  protection  of  their  notes.  *  Of  course,  no  mere  note-holder 
would,  as  such,  object  to  the  notes  of  our  banks  being  guaranteed  in  excess  of  their 
value  ;  and  it  is  undoubtedly  their  excessive  guaranty  that  has  made  them  popular 
and  given  them  unchallenged  currency  from  Maine  to  California.  But  there  is  such 
a  thing'as  a  guaranty  exceeding  immensely  all  legitimate  necessity,  which  is  a  bad 
principle  of  contract.     There  is  such  a  thing  as  a  guaranty  exceeding  what  a  guarantor 
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♦can  afford  ;  which,  when  compelled  by  legal  power,  is  a  public  wrong.  There  is  such 
a  thing  as  imposing  a  rate  and  kind  of  note  guaranty  which  prohibits  issues  and 
deprives  the  people  of  the  circulation  they  need  and  to  which  they  have  a  right ;  and 
that  process  of  strangulation  is  exactly  what .  the  existing  law  is  now  mercilessly 
enforcing.  Economy  in  guaranty,  not  exorbitance,  is  the  legitimate  principle.  An 
•excess  of  guaranty  also  carries  the  unwholesome  consequence  of  lessening  the 
inducements  for  enforcing  redemption,  thereby  impairing  that  elasticity  in  the 
circulation  which  is  necessary  in  order  to  keep  its  volume  always  adjusted  to  the  ever- 
varying  requirements  of  business.  These  faults  have  become  so  generally  appreciated 
^like  with  the  public  and  the  banks,  that  the  necessity  of  a  new  form  of  protection  is 
now  well  nigh  universally  conceded. 

An  Amended  Guaranty. 

A  true,  natural  and  sufficient  guaranty  would  be  provided  by  a  law  permitting  any 
bank  with  a  capital  of  not  less  than  $25,000,  to  issue  circulating  notes,  to  the  maximum 
extent  of  75  percent,  of  the  bank's  paid-up  capital,  on  the  stipulations  following  :  (1) 
That  the  notes  shall  be  a  first  lien  upon  the  whole  assets  of  the  bank  and  a  claim  upon 
the  stockholders  to  the  amount  of  their  stock  ;  (2)  That  redemption  agencies  should  be 
established  of  a  nature  that  would  certainly  insure  effective  check  upon  over-issues  ; 
<and  3)  That  the  enforcement  of  these  regulations  should  rest  with  the  Federal 
authority.    More  on  this  later. 

The  Limits  of  Issue. 

For  the  purpose  of  preventing  issues  of  notes  out  of  due  proportion 
to  the  resources  of  the  bank,  it  is  important  to  impose  a  maximum  limit 
at  which  emissions  must  stop.  That  limit  may,  perhaps,  be  best  defined  by 
fixing  it  at  a  uniform  percentage  of  the  capital.  The  considerations  deter- 
mining what  would  be  a  proper  limit  relate  principally  to  .keeping  the  de- 
mand obligations,  of  the  bank  within  safe  limits,  and  to  the  public  requirements 
for  circulation.  The  maximum  of  issue,  it  would  seem,  might  be  safely  fixed  at  75  per 
cent,  of  the  capital.  At  first  sight  that  may  appear  a  high  ratio,  and,  compared  with 
some  antecedents,  it  is  so.  For  the  ten  years  next  preceding  the  war,  the  circulation  of 
the  State  banks  averaged  53  per  cent,  of  their  capital.  And  in  the  year  1873,  when  the 
circulation  of  the  National  banks  reached  its  highest  point,  the  amount  of  notes  out- 
standing was,  on  the  average,  equal  to  70  per  cent,  of  the  capital.  But,  in  estimating 
the  former  of  these  precedents,  it  is  to  be  considered  that  the  ability  and  morale  of 
bank  management  in  those  times  ranked  so  far  below  that  which  now  exists  that  the 
ante- war  experience  affords  a  very*  imperfect  criterion  as  to  the  measure  of  discretion 
that  might  be  safely  conceded  now,  when  our  banking  is  conducted  with  a  moderation 
and  conservatism  surpassed  perhaps  nowhere  in  the  world.  The  precedent  cited  from 
the  experience  of  the  National  banks  is  almost  identical  with  the  ratio  above  suggested. 
Due  importance,  however,  should  be  attached  to  the  fact  that  the  surplus  of  the  banks 
is  in  the  nature  of  capital,  and  should  therefore  be  taken  into  account  in  determining 
this  factor.  In  October,  1894,  the  capital  of  the  National  banks  was  $668,800,000  and 
their  surplus  $245,200,000,  making  a  total  of  $914,000,000  of  virtual  capital.  It  is  not 
easy  to  see  how  it  could  be  deemed  an  undue  license  to  permit  issues  up  to  75  per  cent, 
of  the  formal  capital  when  it  is  backed  by  such  a  large  amount  of  surplus  capital. 

^  To  the  practical  legislator,  who  has  to  respect  the  popular  clamor  for  ' '  plenty  of 
money,"  it  may  seem  important  to  know  what  amount  of  currency  the  National  banks 
could  issue  under  this  proposed  limit.  With  a  capital  of  $675,000,000,  the  present 
amount,  assuming  each  bank  to  issue  to  its  maximum  allowance,  the  combined  banks 
would  have  an  issue  power  equal  to  $506,000,000.  Deducting  from  that  the  $200,000,- 
000  of  old  notes  already  outstanding,  they  could  issue,  under  the  suggested  new 
authorization  $306,000,000.    It  is  not  supposable,  however,  that  they  would  issue  to 
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an  extent  at  all  approximate  to  the  legal  maximum  ;  nor  would  it  lie  desirable  that 
they  should  do  so.  Under  normal  conditions,  banks  never  work  up  to  their  legal 
limitations,  but  prudently  maintain  a  considerable  margin  for  elasticity.  It  would  be 
a  liberal  estimate  t )  suppose  that,  on  the  average,  the  issues  would  not  exceed  60  per 
cent,  of  the  capital.  This  would  mean  an  issue,  as  against  the  now  existing  capital, 
of  $405,000,000.  Deducting  from  this  the  now  outstanding  $200,000,000,  there  would 
be  a  remainder  of  $205,000,000  available  for  offsetting  the  contraction  arising  from 
the  cancellation  of  the  $500,000,000  of  legal  tenders.  It  might  be  expected,  however, 
that  the  new  conditions  of  issue  would  cause  some  increase  in  the  amount  of  bank 
capital,  which  would  broaden  the  capacity  for  issuing  notes.  What  that  increase 
might  possibly  be,  may  be  inferred  from  the  fact  that,  for  the  eleven  years,  1880-1891, 
the  annual  growth  of  the  capital  of  this  class  of  banks  averaged  $20,500,000  ;  which 
would  permit  of  a  yearly  addition  of  $12,000,000  to  $15,000,000  in  the  volume  of  these* 
notes.  It  may,  however,  be  considered  reasonably  probable  that  under  the  suggested 
changes  in  the  National  system,  the  capital  would  increase  in  a  higher  ratio  lhan  it 
has  during  the  last  decade.  It  is  not,  however,  at  all  presumable  that  the  National 
banks  could  alone  supply  the  whole  amount  of  notes  required  to  offset  the  retirement 
of  the  legal  tenders.  Another  important  source  of  issue  must  be  provided,  to  which 
reference  will  be  made  later. 

Is  the  Proposed  Guaeanty  Sufficient  ? 

On  this  question  the  writer  takes  the  liberty  of  quoting  the  following  from  his 
testimony  given  before  the  House  Committee  on  Banking  and  Currency  in  December, 
1894  : 

' '  There  can  be  no  possible  question  about  the  sufficiency  of  such  a  guaranty.  The 
doubt  would  rather  be  whether  it  would  not  be  really  excessive.  Assuming  the  im- 
probability that  the  failed  bank  had  outstanding  an  amount  of  notes  equal  to  the  sug- 
gested maximum,  namely,  75  per  cent,  of  capital,  even  then  the  guaranty  afforded  by 
the  shareholder  alone  would  exceed  by  one-third  the  amount  payable  to  the  note 
holders,  and  the  assets  of  the  bank  would  be  so  much  further  surplus  over  the  note 
liabilities. 

"  With  the  combined  guaranty  from  assets  and  stockholders,  the  protection  would 
be  more  ample  than  that  afforded  by  the  existing  deposit  of  bonds  ;  the  only  difference 
being  the  minor  one  that,  under  the  new  method,  the  notes  might  not  be  redeemed 
with  quite  the  same  promptness  as  they  are  under  the  now  existing  arrangements. 
Considering,  however,  that  there  could  be  no  question  about  the  ultimate  full  payment 
of  the  notes,  there  would  be  no  reason  why  they  shguld  not  continue  to  circulate  until 
the  holders  were  notified  by  the  Receiver  to  present  them  for  redemption. 

"  This  amplitude  of  guaranty  is  suggested,  not  because  there  would  be  any  com- 
mensurate risk  attending  the  notes,  but  because  the  public  are  excessively  sensitive 
about  the  safety  of  the  bank  currency,  and  it  is  necessary  to  guard  against  all  possibil- 
ity of  such  distrust  by  providing  a  protection  which  makes  depreciation  of  the  notes* 
conspicuously  impossible.  The  guarantors  need  not  object  to  the  excess  of  guaranty, 
for  it  does  not  affect  the  amount  of  their  actual  liability,  which  really  is,  on  the  whole, 
a  relatively  small  affair.  During  the  unprecedented  bank  panic  of  1893,  the  failures  of 
national  banks  represented  only  four-tenths  of  one  per  cent,  of  the  entire  capital  of 
those  institutions. 

"  The  experience  of  the  national  banks  affords  data  from  which  the  risks  on  bank 
circulation  may  be  fairly  estimated.  For  the  last  thirty  years,  covering  two  great  panics 
and  two  minor  ones,  the  total  amount  ol  the  capital  of  banks  which  went  into  the 
hands  of  receivers  averaged  $1,464,000  per  year.  The  average  amount  of  the  capital 
of  all  the  national  banks  during  that  period  was  about  $400,000,000.  The  proportion 
of  the  capital  on  which  failures  occurred  to  the  total  capital  of  all  the  banks  was  there- 
fore a  little  over  one-third  of  1  per  cent.     There  is  no  apparent  reason  why  this  ratio- 
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should  not  be  maintained  in  the  future.  Upon  the  present  $1,000,000,000  of  National 
and  Stale  capital  (assuming  that  the  latter  were  allowed  to  issue),  the  yearly  failures 
might,  according  to  this  rule  of  experience,  be  expected  to  cover  about  $3,600,0C0  of 
capital . 

"Assuming  that  the  banks  were  permitted  to  issue  notes  to  the  extent  of  75  per 
cent,  of  their  capital,  but  kept  out  only  60  per  cent. — which  I  take  to  be  a  reasonable 
estimate — we  should  then  have  an  annual  crop  of  about  $2,160,000  of  insolvent  notes, 
which  would  be  equivalent  to  a  fraction  over  one-fifth  of  one  percent  of  the  whole 
banking  capital.  Against  this  would  stand  a  total  of  $4,240,000,000  of  bank  assets  and 
a  stockholders'  pledge  of  $1,000,000,000,  in  all  $5,240,000,000,  upon  which  the  note 
holders  would  have  a  first  lien.  It  therefore  hardly  seems  necessary  that  either  stock 
holders,  depositors  or  note  holders  should  feel  any  serious  concern  about  the  risks 
attending  note  issues,  or  the  nature  or  sufficiency  of  this  proposed  guaranty.  If  stock- 
holders or  depositors  should  desire  to  protect  themselves  against  the  guaranty  given  to 
the  note  holders,  it  would  probably  be  found  that  the  risk  could  be  insured  from  year 
to  year  for  a  surprisingly  nominal  consideration." 

It  is  doubtful  if,  in  the  whole  range  of  financial  operations,  many  other  instances 
could  be  cited  of  such  a  diminutive  ratio  of  hazard.  The  reports  of  the  Comptroller  o£ 
the  Currency  show  that,  under  the  national  bank  failures  of  the  thirty  years  from 
1864  to  1893,  the  amount  collected  from  general  assets  was  $60,477,000,  and  from  share- 
holders $8,388,000  ;  from  which  it  is  inferable  that,  as  a  rule,  the  stockholders  have 
had  to  furnish  only  12  per  cent,  of  the  amount  contributed  toward  liquidation,  the 
remaining  88  per  cent,  being  derived  from  assets.  These  facts  justify  the  conclusion 
that  while  the  stockholders'  guaranty  would  more  than  cover  the  note  liabilities,  yet, 
as  a  rule,  it  would  be  rarely  necessary  to  call  upon  them  ;  inasmuch  as,  from  data  of 
experience,  it  is  reasonable  to  expect  that  the  notes  would  not  be  found  to  exceed  one- 
fourth  of  the  total  liabilities  of  the  bank.  Under  these  circumstances,  it  appears  safe 
to  conclude  that  the  suggested  guaranty  from  assets  and  shareholders  combined  would 
be  found  in  practice  to  afford  a  larger  ratio  of  protection  than  the  deposit  of  United 
States  bonds  under  the  National  system,  or  the  gold  and  consols  guaranty  of  the  Bank 
of  England. 

THE    STATE    BANKS    A    NECESSARY    FACTOR. 
Their  Present  Status. 

Public  attention  is  awakening  to  the  question  whether  the  banks  operating  under 
State  charters  are  equitably  treated  as  to  their  rignt  to  issue  notes. 

Previous  to  the  war  that  right  had  been  unquestioningly  conceded.  Pending  the 
war  it  was  held  in  abeyance,  under  what  were  deemed  expediencies  of  war  finance. 
Congress  thought  it  expedient  to  win,  as  far  as  possible,  the  support  of  the  banks  for 
sustaining  the  resources  and  credit  of  the  Federal  Government.  For  that  purpose  the 
National  Banking  System  was  created  ;  and  in  order  to  bring  into  the  new  system  the 
largest  possible  number  of  the  State  banks,  a  tax  of  10  per  cent,  was  put  upon  their 
circulation,  while  the  tax  upon  the  circulation  of  the  new  class  of  institutions  was. 
fixed  at  1  per  cent.  Both  taxes  still  remain  in  force,  their  effect  being  to  entirely  pre- 
vent issues  by  the  State  banks  and  to  restrict  them  by  the  National  institutions. 

Whether  this  extreme  discrimination  was  justified  by  the  military  necessities  of 
the  times  may  be  conceded  to  be  an  open  question  ;  but  that  its  perpetration  for 
thirty  years  amounts  to  a  grave  political  injustice  will  admit  of  little  doubt  among  un- 
biased judges.  It  is  the  consciousness  of  a  virtual  wrong  in  the  relations  of  this  class 
of  banks  to  the  law  that  is  now  raising  this  question  for  an  equitable  adjustment.  It  is 
contrary  to  the  equitable  principles  of  American  government,  if  not  to  the  written. 
Constitution  upon  which  it  rests,  that  our  banking  institutions  should  be  invidiously 
divided  into  one  set  to  which  the  valuable  right  of  issuing  notes  is  conceded,  and  an- 
other from  which  that  privilege  is  indirectly,  but  not  the  less  completely  withheld.   It 


198  OUR   PAPER    CURRENCY. 

establishes  an  unwarrantably  arbitrary  precedent,  the  least  fault  of  which  is  that  it 
conspicuously  encourages  abuses  of  Federal  power  in  other  directions. 

It  is  to  be  conceded  that  there  has  been  some  measure  of  excuse  for  this  long 
tolerance  cf  a  manifest  public  wrong.  Much  of  the  ante-war  bank  circulation  was  un- 
sound in  quality,  liable  to  frequent  default,  subject  to  heavy  discounts,  and  too  often 
becoming  almost  worthless  in  the  hands  of  the  holders.  On  the  contrary,  the  National 
bank  notes  have  been  entirely  exempt  from  these  faults  ;  and  the  public,  always  too 
willing  to  sacrifice  rights  to  convenience,  have  consequently  been  willing  to  allow  the 
State  banks  to  suffer  a  protracted  penalty  for  their  lax  care  for  the  credit  of  their  notes. 
The  experience  of  the  last  thirty  years,  the  improvement  in  banking  methods,  the 
more  educated  intelligence  of  bank  officers,  and  the  more  exacting  demands  of  the 
public  as  to  the  quality  of  the  circulating  medium  have  changed  all  this,  and  "  wild- 
cat "  currency  is  no  longer  a  possibility. 

Rights  and  Duties  of  Government. 

To  reach  a  fair  conclusion  on  this  matter  it  must  be,  first  of  all,  granted  that  this 
is  an  affair  in  which  the  Government  has  certain  rights  and  obvious  duties.  It  is  a 
proper  function  of  a  government  fashioned  after  even  the  most  liberal  ideals  to  see 
to  it  that  the  currency  shall  be  a  safe  and  convenient  instrument  for  effecting  the  ex- 
changes of  the  community.  It  is  not  safe,  it  is  not  good  public  policy,  that  paper 
circulation  should  be  exposed  to  depreciation,  nor  to  lack  of  facilities  for  its  redemp- 
tion, nor  to  redundancy  or  deficiency  of  supply.  The  notes  go  into  all  hands  in  all 
parts  of  the  country,  and  where  no  estimates  can  be  formed  of  the  solvency  of  the 
issuers,  they  are  to  all  intents  and  purposes  a  public  instrument  about  which  practically 
no  inquiry  as  to  merits  can  be  made.  The  quality  of  this  form  of  money  is  therefore 
a  matter  about  which  it  is  the  imperative  duty  of  the  National  Government  to  concern 
itself.  This  principle  is  fully  recognized  in  the  powers  conferred  by  the  Constitution 
upon  the  Federal  Government  for  regulating  the  coinage  and  legal  tender,  and  also 
consonant  with  the  large  discretionary  power  conferred  by  that  charter  for  regulating 
commerce  as  between  the  States. 

About  the  exercise  of  these  powers  by  the  central  authority  no  serious  question  is 
likely  to  be  raised,  nor  need  it  be  in  order  to  reach  a  just  conclusion.  But  does  it 
follow  that  the  national  authority,  in  exercising  these  large  rights  of  regulation,  is 
warranted  in  applying  them  through  the  undiscriminating  enforcement  of  a  prohibi- 
tory tax  ?  As  a  rough  and  ready  exercise  of  the  war  power  it  might  be  excused  ;  but 
as  a  peace  measure  it  is  an  inexcusably  harsh,  unjust  and  unintelligent  method  of 
employing  the  regulatory  function.  In  the  exercise  of  this  power  there  should  be  a 
just  discrimination  between  prohibition  and  regulation  proper.  All  that  can  be  ex- 
pected from  the  Federal  authority  is  that  it  see  to  it  that  the  notes  issued  by  the  States 
are  of  proper  quality.  That  is  a  duty  required  by  the  common  safety  and  welfare,  and 
one  which  the  separate  States  cannot  be  solely  left  to  enforce  ;  but  to  unconditionally 
exclude  the  State  issue  of  notes  is  an  unwarrantable  abuse  of  power  and  equally  hostile 
to  the  public  interest. 

In  brief,  then,  the  office  of  Congress  in  this  case  is  simply  to  see  to  it  that  the 
notes  of  the  State  banks  are  constituted  a  sound  instrument  of  exchange,  safely  usable, 
when  necessary,  in  any  part  of  the  country.  To  insure  that  object,  all  that  is  needful 
is  to  require,  as  a  condition  precedent  to  issuing  such  paper,  that  it  shall  be  subject  to 
guaranties  identical  with  those  suggested  (at  p.  7)  for  the  National  banks,  namely  : 

(1)  That  the  issues  of  banks  doing  business  under  its  laws  shall  not  exceed  in 
Amount  75  per  cent,  of  their  paid-up  capital. 

(2)  That  the  notes  of  such  banks  shall  constitute  a  first  lien  upon  the  whole  assets 
•of  the  bank  and  upon  the  duplicate  liability  of  the  stockholders. 

(3)  That  a  series  of  central  agencies  shall  be  established  for  the  redemption  of 
their  notes. 
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(4)  That  these  banks  shall  be  subject  to  regular  Federal  examination  ;  and 

(5)  That  State  banks  conforming  to  these  conditions  shall  be  exempt  from  the  10 
per  cent,  tax,  while  all  banks  issuing  notes  in  non-compliance  with  these  stipulations 
ahall  remain  subject  to  a  tax  of  10  per  cent,  per  annum  on  all  such  issues.  , 

Under  such  conditions,  the  issues  of  the  State  banks  would  be  identical  with  those 
suggested  as  for  the  National  banks,  and  the  Federal  supervision  over  each  class  would 
be  the  same.  The  State  Governments,  however,  would  need  to  conform  their  banking 
Jaws  to  the  new  conditions;  which  would  be  readily  done  when  non-compliance  in- 
volved the  exclusion  of  their  banks  from  the  privilege  of  issue. 

The  admission  of  the  State  banks  to  this  privilege  is  more  than  a  question  of 
political  equity — it  is  a  condition  absolutely  essential  to  the  success  of  the  programme 
for  retiring  the  legal  tenders.  On  a  previous  page  facts  are  stated  which  show  that, 
supposing  the  process  of  retirement  to  occupy  five  years,  the  net  increase  of  National 
bank  currency  available  for  replacing  the  greenbacks  and  Sherman  notes  could  not,  at 
the  end  of  that  period,  be  expected  to  exceed  $275,000,000  ;  which  would  leave  $225,- 
000,000  of  circulation  to  come  from  some  other  source.  The  assertion  will  hardly  be 
disputed  that  there  is  no  such  other  source  except  in  the  State,  banks. 

What  amount  could  the  State  institution  contribute  toward  this  required  $225,- 
000,000  of  notes  ?  The  capital  of  the  banks  at  present  organized  under  the  State  laws 
aggregates  close  upon  $300,000,000.  Assuming  them  to  be  allowed  to  issue  circula- 
tion, it  would,  perhaps,  not  be  an  improbable  supposition  that,  at  the  end  of  the  five 
years  allowed  for  the  retirement  of  the  legal  tenders,  their  total  capital  might  have 
risen,  under  the  new  inducements,  to  $350,000,000  or  $400,000,000.  Let  the  figure  be 
taken  at  $360,000,000.  Should  they  put  out  notes  to  the  extent  of  60  per  cent,  of 
capital,  as  above  supposed  in  the  case  of  the  Nationals,  they  would  then  have  out- 
standing at  the  end  of  the  transition  $216,000,000  of  notes,  or  $9,000,000  less  than 
sufficient  to  compensate  for  the  deficiency  in  the  contribution  from  the  National  banks. 
It  will  thus  be  seen  that  the  enfranchisement  of  the  State  institutions  would  make 
possible  the  complete  abrogation  of  the  legal-tender  notes  ;  while  without  that  assist- 
ance their  retirement  is  positively  impossible,  and  it  would  be  virtually  reckless  to 
undertake  the  change  with  any  better  expectation  whatever.  Conceptions  of  local 
interest,  of  banking  prejudice  or  of  sectional  prestige  may  stand  in  the  way  of  author- 
izing State  issues  ;  but  all  such  objections  must  be  surrendered  if  the  nation  is  to  be 
saved  from  the  perils  attending  our  legal-tender  paper. 

Current  Redemption  of  Notes. 

With  a  volume  of  $500,000,000  of  bank  currency,  to  be  steadily  increased  with 
the  growth  of  the  country,  arrangements  for  redemption  of  the  notes  must  be  provided 
very  different  from  those  existing  under  the  National  system.  ; 

It  is  to  be  conceded  that  the  proposed  enlargement  of  the  freedom  of  issue  might 
easily  run  into  an  excessive  supply  of  circulation  and  an  illegitimate  expansion  of  bank 
credits.  That  possibility  is  so  obvious  that  a  measure  which  failed  to  provide  protec- 
tion against  such  a  result  would  be  radically  defective,  and,  after  brief  trial,  would 
bring  upon  itself  the  condemnation  of  the  conservative  sentiment  of  the  country.  The 
only  safe  means  of  preventing  such  a  failure  is  to  provide  arrangements  which  would 
allow  the  utmost  facilities  of  dispatch  and  economy  for  forwarding  the  notes  for 
redemption.  In  devising  such  arrangements,  it  is  important  to  keep  in  mind  who  are 
the  parties  to  use  them.  The  general  public  have  little  interest  in  redemptions  ;  for 
they  have  no  reason  for  desiring  to  change  one  form  of  money  for  another.  The 
redemption  agency  is  purely  a  banker's  institution.  The  notes  flow  into  the  banks  in 
the  way  of  deposits,  and  it  is  to  the  interest  of  the  bank  receiving  them  to  exchange 
them  as  soon  as  possible  for  "  lawful  money."  In  so  doing,  the  bank  makes  so  much 
more  room  for  paying  out  its  own  notes,  and  at  the  same  time  strengthens  its  own 
lawful  money  reserves.    There  is  a  constant  competition  between  the  banks  to  occupy 
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the  field  of  circulation,  each  one  seeking  to  get  out  and  keep  out  its  own  notes,  and 
using  the  redemption  agency  as  a  means  of  pushing  into  retirement  the  issues  of  it*, 
competitors.  This  competition  is  the  truest  possible  regulator  of  a  banknote  currency. 
It  permits  expansion  of  the  volume  when  an  increase  is  needed ;  it  compels  contraction 
when  the  outside  volume  is  excessive.  Under  such  a  machinery  there  can  be  neither 
scarcity  nor  redundance.  The  regulating  force  is  the  self-interest  of  each  bank 
checked  by  that  of  all  others.  If  any  bank  is  suspected  of  matters  affecting  its  credit, 
that  fact  operates  as  a  special  inducement  for  sending  its  notes  for  redemption  ;  and 
such  discrimination  puts  its  circulation  under  the  severest  regulation.  It  will  thus  be 
seen  that  the  note  clearing-house,  or  redemption  agency,  becomes  the  very  salt  and 
conservation  of  a  banknote  system,  protecting  the  quality  of  the  notes  and  assuring 
a  healthy  adjustment  of  their  volume  and  of  their  geographical  distribution. 

The  existing  redemption  agency,  though  situated  at  the  National  capital,  is  too 
distant  from  the  points  at  which  a  large  portion  of  the  bank  paper  circulates  to  admit 
of  the  notes  being  systematically  sent  to  the  Treasury  for  liquidation.  Such  redemp- 
tions as  are  made  are,  for  the  most  part,  due  to  the  dilapidation  of  the  notes  rather 
than  to  their  not  being  wanted  for  use.  The  consequence  is  that  there  is  no  proper 
elasticity  in  the  volume  of  this  form  of  circulation.  It  does  not  contract  when  there  is 
more  paper  outstanding  than  is  required  ;  it  cannot  expand  when  more  money  is  needed. 
Hence  our  bank  circulation  has  lacked  one  of  the  most  important  qualities  of  a  well- 
regulated  circulating  medium.  The  present  redemption  agency  has  been  a  lamen- 
table failure  from  the  beginning  ;  nor  is  there  any  possibility  of  so  modifying  it  as  to 
make  it  perfectly  effective.  Its  redemptions  proper,  excluding  those  connected  with 
failed  banks,  with  withdrawals  of  circulation  and  with  current  notes  now  amount  to 
less  than  $40,000,000  a  year  for  the  whole  United  States,  or  one-fifth  of  the  total  circula- 
tion. What  this  amounts  to,  as  compared  with  what  is  needed  under  a  really  healthy 
and  competitive  note  system,  may  be  inferred  from  the  fact  that  in  the  year  1857  the 
Suffolk  Bank  of  Boston,  acting  as  redemption  agent  for  the  New  England  banks, 
effected  $400,000,000  of  redemptions  ;  in  other  words,  New  England,  with  its  restricted 
financial  dimensions  of  thirty- seven  years  ago,  had  tenfold  the  amount  of  redemptions 
effected  at  Washington  in  these  days  for  the  whole  United  States.  That  is  the  differ- 
ence in  results  between  an  efficient  and  an  inefficient  redemption  agency.  The  services 
of  the  Suffolk  Bank  were  rendered  at  a  cost  of  10  cents  per  $1,000,  while  those  of  the 
National  Banking  Bureau  cost  70  cents  per  $1,000. 

With  a  view  to  keeping  the  agency  near  the  point  of  issue,  and  thereby  facilitating 
conversions,  it  is  necessary  that,  in  place  of  the  Washington  agency,  the  law  shall 
establish  say  six  redemption  districts,  and  confer  upon  the  Comptroller  of  the  Currency 
authority  to  designate  for  each  district  some  one  bank,  centrally  situated  in  such  area, 
which  shall  act  as  redeeming  agent  for  all  the  banks  in  such  district.  Perhaps  some 
such  geographical  determination  of  the  respective  districts  as  the  following  might  be 
most  equal  and  most  convenient ;  the  amounts  of  capital  set  opposite  each  division  will 
indicate  the  present  relative  status  of  banking  resource  in  each  group  of  States. 

Redemption  Districts.  Na?£f Banks.    sSSbISL    Total  Capital. 

No.  1.  New  England  States $167,000,000     $3,256,000     $170,256,000 

No.  2.  New  York,  New  Jersey,  Delaware, 
Pennsylvania,  Maryland,  District 
of  Columbia..   197,700,000     45,767,000       243,467,000 

No.  3.  Southern  States 71,500,000     49,790,000       121,290,000 

No.  4.  Ohio.  Indiana,  Illinois,  Michigan,  Wis- 
consin, West  Virginia 124,500,000     92,587,000       217,087,000 

No.  5.  Iowa,    Minnesota,   Missouri,   Kansas,     s 

Nebraska 76,500,000  \ 

No.  6.  Pacific  States  and  o'her  Western  States  [■  59,366,000       176,860,000 

and  Territories 41,000,000  ) 
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Each  of  these  divisions  would  include  an  amount  of  bank  capital  sufficient  to  war- 
rant its  having  an  agency  of  its  own.  Each  of  the  agencies  should  be  required  to 
redeem  not  only  notes  issued  within  its  district,  but  also  any  presented  that  may  have 
been  issued  in  some  other  district ;  the  agency  recouping  itself  by  forwarding  such 
notes  to  the  agency  for  the  district  in  which  they  were  issued.  Such  extra-limit  re- 
demptions, however,  would  probably  be  found  comparatively  unimportant  in  volume. 


THE  VOLUME  OF  THE  CURRENCY. 

It  is  to  be  taken  for  granted  that,  in  making  such  changes  in  the  currency  system 
as  have  been  cursorily  sketched  in  the  foregoing  suggestions,  Congress  would  find 
itself  compelled  to  respect  the  public  feeling  against  any  reduction  of  the  total  volume 
of  money.  Let  us  see,  then,  where  the  changes  we  have  proposed  would  place  us  in 
that  respect.  The  cancellation  of  the  old  legal  tenders  and  the  Sherman  notes  would 
obliterate  about  $500,000,000  of  legal-tender  paper  ;  what  would  be  the  probable  com- 
pensation for  those  withdrawals  ? 

First,  there  would  be  put  into  public  use  the  $100,000,000,  more  or  less,  of  gold 
coin  now  held  as  a  dead  reserve  by  the  Treasury — a  large  portion  of  which  would  go 
into  the  bank  reserves,  to  compensate  for  the  abstraction  of  a  corresponding  amount  of 
legal  tenders.  Next,  as  shown  at  pages  194  and  196,  there  would  be  a  net  addition  to  the 
National  bank  circulation  of  $275,000,000.  And,  as  shown  at  page  199,  about  $215,- 
000,000  would  probably  accrue  from  the  authorization  of  issues  by  the  State  banks. 
The  result  may  be  thus  summarized  : 

From   gold  reserve,  say $80,000,000  00 

From  increase  in  National  bank  notes 275,000,000  00 

From  issues  of  State  banks 215,000,000  00 

Total $570,000,000  00 

The  provision  would  thus  exceed  the  requirements  of  the  case  by  $70,000,000. 
Allowing  for  the  possibility  that  a  considerable  amount  of  greenbacks  would  be  found 
to  have  been  lost  or  destroyed,  the  excess  might  prove  to  be  still  larger.  This  surplus 
is  fortunate,  for  the  reason  that  our  calculation  upon  the  banks  putting  out  notes  to  60 
per  cent,  of  their  capital  might  be  found,  in  practice,  to  be  a  too  liberal  allowance.  It 
is,  however,  desirable  that  the  change  be  unattended  by  any  inflation  of  the  currency  ; 
and  to  prevent  that  the  Secretary  of  the  Treasury  might  be  authorized  to  order  a  tem- 
porary suspension  of  new  issues  of  bank  notes,  in  the  event  of  their  volume  expanding 
at  a  rate  exceeding  the  concurrent  retirement  of  legal  tenders. 


THE  SILVER  FACTOR. 

The  treatment  of  the  silver  factor  in  currency  reform  may,  perhaps,  be  most  wisely 
regulated,  for  the  present,  upon  tentative  considerations  of  expediency.  Two  con- 
ditions, however,  should  be  absolutely  insisted  upon  :  first,  that  no  further  additions 
be  made  to  our  silver  currency  in  any  form  ;  and  next,  that  the  new  issues  of  bank 
notes,  whether  National  or  State,  shall  be  payable  in  gold  alone,  that  being,  under 
existing  conditions,  the  only  metal  that  can  be  considered  permanently  stable.  When 
the  Government  demand  notes  are  out  of  the  way,  any  serious  liability  to  a  suspension 
•of  gold  payments — by  the  Treasury  at  least — will  have  been  removed.  Our  silver 
currency,  though  in  every  sense  unsound  and  fundamentally  dishonest,  may  yet  be 
kept  current  at  par  so  long  as  we  have  behind  it  $650,000,000  of  gold  ;  and  its  ultimate 
fate  and  disposal  may,  with  reasonable  safety,  be  left  for  treatment  when  the  various 
influences  tending  to  its  discredit  and  disuse  have  worked  out  their  natural  effects. 
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SUMMARY  OF  FOREGOING  PROPOSALS. 

I. — Authorize  the  redemption  and  cancellation  of  all  outstanding  United  States- 
notes  and  Treasury  notes  of  July  14,  1890. 

(a)  Said  redemptions  shall  not  at  any  time  exceed  in  amount  the  issues  of 
bank  notes  provided  for,  under  Section  III. 

(b)  To  provide  the  means  for  these  redemptions,  the  Secretary  of  the  Treasury 
shall  be  required  (1)  To  use  at  his  discretion  the  fund  in  the  Treasury  known  as 
the  "gold  reserve ;  "  (2)  To  sell,  at  his  discretion,  from  time  to  time,  the  silver  in 
the  United  States  Treasury  acquired  by  purchases  under  the  Act  of  July  14, 1890  ; 
(3)  To  use  for  this  purpose  all  income  devotable  to  the  debt  Sinking  Fund  and  all 
revenue  not  otherwise  appropriated ;  (4)  For  the  same  exclusive  purpose,  a  duty 
of  2  cents  per  pound  on  coffee  and  4  cents  per  pound  on  tea  shall  be  paid  on 
imports  of  those  articles,  until  nine-tenths  of  the  aforesaid  notes  shall  be  declared 
redeemed  by  the  Secretary  of  the  Treasury,  when  such  duties  shall  cease  ;  and  (5> 
The  Secretary  of  the  Treasury  shall  be  authorized  to  borrow,  for  the  aforemen- 
tioned purpose,  on  bonds  payable  after  six  years  from  date  of  issue  at  the  pleasure 
of  the  Government,  and  at  a  rate  of  interest  not  exceeding  3  per  cent.,  such 
amount  as  may  be  found  necessary  in  addition  to  the  proceeds  from  the  other 
sources  hereinbefore  enumerated. 

(c)  To  prevent  impairment  of  National  bank  reserves,  pending  the  retirement, 
of  the  legal  tender  notes,  the  National  banks  shall  be  permitted  to  hold  one- 
half  of  said  reserves  in  the  form  of  the  aforesaid  bonds,  in  lieu  of  an  equal  amount 
of  gold ;  that  privilege  to  cease  at  six  years  from  the  date  of  authorizing  act. 

II. — From  and  after  six  months  following  date  of  act,  the  Treasury  shall  not. 
reissue  any  notes  authorized  under  the  Legal  Tender  Acts  and  the  Act  of  July  14,, 
1890. 

III. — After  the  date  of  act,  any  incorporated  bank  within  the  United  States, 
having  a  paid-up  and  unimpaired  capital  of  not  less  than  $25,000,  shall  be  permitted  to» 
issue  circulating  notes  to  an  amount  at  no  time  exceeding  75  per  cent,  of  said  paid-up< 
and  unimpaired  capital,  upon  the  conditions  following  : 

(1)  That  such  notes  shall  constitute  a  first  lien  upon  the  entire  assets  of  the 
bank  and  a  claim  upon  the  stockholders  to  the  full  amount  of  their  ownership  of. 
stock. 

(2)  That  each  issuing  bank  shall  pay  a  tax  of  3^  of  1  per  cent,  per  annum  on, 
its  average  circulation,  to  defray  the  expenses  of  the  administration  of  this  law 
and  of  printing  the  notes. 

(3)  That  no  banks  shall  issue  said  notes  until  the  Secretary  of  the  Treasury 
and  the  Comptroller  of  the  Currency  are  satisfied  that  the  bank  applying  for  this 
franchise  has  entirely  complied  with  the  herein  specified  conditions. 

(4)  That  the  Comptroller  of  the  Currency  shall  be  required  to  call  for  quarterly 
statements  from  issuing  banks  of  such  items  as  he  may  deem  necessary  to  show 

,         whether  they  have  continuously  complied  with  all  the  provisions  of  law  affecting, 
note  issues. 

(5)  That,  if  any  issuing  bank  should  fail  to  comply  with  these  conditions,  the 
Comptroller  of  the  Currency  may,  at  his  discretion,  require  such  bank  to  call  in 

1        its  notes  and  cease  issuing,  until  said  conditions  have  been  fully  obeyed. 

(6)  That,  immediately  upon  the  failure  of  a  bank,  the  Comptroller  of  the- 
Currency  shall,  if  the  bank  be  organized  under  the  National  system,  cause  the 
note  obligations  to  be  pair'  first  and  with  all  promptness ;  and,  if  it  be  organized! 
under  a  Stale  law,  shall  appoint  an  administrator  in  the  sole  interest  of  the  note- 
holders, to  whom  shall  be  payable,  out  of  assets  and  shareholders'  liability,  an 
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amount  sufficient  to  liquidate  all  outstanding  notes,  before  the  claims  of  any  other 
class  of  creditors  are  administered  upon  under  the  State  laws. 

(?)  IJiat  the  notes  of  a  failed  bank  shall  bear  5  per  cent,  interest  from  the  date 
of  failure  until  the  Comptroller  of  the  Currency  shall  formally  announce  that  the 
I        principal  of  the  notes  is  payable. 

(8)  ^hat  the  notes  of  all  banks  shall  be  printed  by  the  United  States  Govern- 
ment, after  such  uniform  design  as  the  Comptroller  of  the  Currency  may  ap- 
prove, the  printing  of  the  issues  of  National  banks  to  be  in  one  color  and  of  the 
State  banks  in  a  different  color. 

(9)  That  the  denominations  of  the  notes  shall  not  be  in  lower  amounts  than 
$5,  unless  the  Comptroller  is  satisfied  that  the  public  convenience  requires  lower 
denominations,  in  which  case  notes  of  $1  or  $2  may  be  issued  to  such  amounts  as 
the  Comptroller  may  authorize. 

(10)  Now  existing  National  banks  shall  have  the  choice  of  continuing  to  issue 
against  deposit  of  U.  S.  bonds  under  the  present  National  banking  laws,  or  accept- 
ing, in  lieu  thereof,  the  conditions  of  issue  herein  prescribed. 

IV. — In  order  to  insure  ample  and  expeditious  current  redemption  of  circulating 
notes,  there  shall  be  established  six  Redemption  Districts  by  the  Comptroller  of  the 
Currency,  in  the  manner  following  : 

(1)  The  limits  of  the  districts  shall  be  determined  with  due  regard  to  an  equal 
division  of  banking  capital  and  of  geographical  area. 

(2)  The  redeeming  agents  shall  consist  of  banks  situated  centrally  in  their 
respective  districts,  and  shall  be  appointed  by  the  Comptroller  of  the  Currency. 

(3)  The  banks  shall  keep  a  deposit  in  gold  with  the  redemption  agencies  of 
their  respective  districts,  at  no  time  less  than  2  per  cent,  of  their  outstanding  cir- 
culation, from  which  the  agencies  shall  make  redemption  of  their  notes. 

(4)  The  agencies  shall  receive  from  the  banks  within  their  respective  district! 
the  notes  of  banks  situated  in  other  districts  and  shall  forward  the  same  for  pay- 
ment to  the  agency  for  the  district  in  which  such  notes  were  issued. 

(5)  Each  agency  shall  forward  a  report  to  the  Comptroller  of  the  Currency,  at 
the  beginning  of  each  month,  showing  what  was  the  average  ratio  of  redemption 
deposit  to  circulation  of  each  bank  in  its  district  for  the  month  preceding. 

(6)  In  case  of  the  failure  of  a  bank,  the  agency  shall  suspend  redemptions  for 
Buch  bank  and  shall  hand  over  any  balance  to  its  credit  to  the  receiver  of  such 
bank. 

V. — From  this  date,  no  bank  note  shall  be  a  legal  tender  for  any  payments,  except 
for  debts  due  to  the  issuer. 

VI. — All  bank  notes  shall,  from  date  of  act,  be  redeemable  in  gold  coin  of  the 
United  States. 

VII. — From  date  of  act  and  until  the  United  States  notes  and  the  Treasury  notes 
of  1890  have  been  entirely  redeemed,  the  provisions  of  law  requiring  reserves  against 
deposits  may  be  suspended  at  the  discretion  of  the  Secretary  of  the  Treasury. 
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All  new  schemes  of  fiat  money  must  be  strenuously  resisted,  whether  proposed 
in  the  form  of  depreciated  silver  or  of  legal  tender  Treasury  notes.  A  safe  and 
elastic  system  of  banknote  currency  must  be  devised  and  put  in  operation,  both  to 
pave  the  way  for  the  retirement  of  the  greenback  issues  of  the  Federal  Govern* 
ment  and  to  put  a  stop  to  the  constant  and  dangerous  demands  upon  Congress  for 
"  more  money.'"  The  Treasury  of  the  United  States,  thus  relieved  from  the  re* 
4sponsibility  imposed  upon  it  in  respect  to  the  currency,  will  then  be  free  most 
effectively  to  perform  its  legitimate  functions — the  collection  and  disbursement  of 
Federal  revenues. — Platform  of  the  Reform  Club. 
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OBJECT    OF    NATIONAL,    BANKING    SYSTEM. 

The  national  banking  system  was  recommended  to  Congress  by  Secretary 
Chase  in  his  first  annual  report,  December,  1861.  He  urged  its  adoption  both  as  a 
measure  of  currency  reform  and  as  a  means  of  replenishing  the  public  treasury. 
As  a  matter  of  fact,  the  act  brought  little  aid  to  the  treasury  until  after  the  need  of 
it  had  passed  by.  The  war  ended  practically  in  April  1865.  The  whole  amount  of 
national  bank  notes  issued  up  to  the  third  of  that  month  was  only  $98,896,488.  The 
gum  total  of  fiscal  aid  gained  by  the  operation  of  the  act  up  to  that  time  therefore 
did  not  exceed  $109,000,000,  and  this  was  only  3  6-10  per  cent,  of  the  borrowings  of 
the  Government. 

THE  TAX  ON  STATE  BANKS'  NOTES. 

The  national  bank  bill  was  not  favored  by  Congress  during  the  first  or  the* 
second  year  of  the  war.  It  was  reported  adversely  by  the  Committee  of  Ways  and 
Means  on  the  eighth  of  January,  1863.  The  bill  was  then  started  in  the  Senate,, 
where  it  was  passed  February  12,  1863,  by  a  vote  of  twenty-three  to  twenty-one. 
A  few  days  later  it  passed  the  House  by  seventy-eight  to  sixty-four.  It  was  re- 
vised and  repassed  on  the  third  of  June,  in  the  following  year,  but  neither  in  the  orig- 
inal nor  in  the  amended  act  was  there  any  discriminating  tax  on  State  bank  notes. 
It  was  proposed  by  Mr.  Hooper,  of  Massachusetts,  in  the  House,  on  the  seventeenth  of 
February,  1865,  and  in  the  form  in  which  he  offered  it,  it  was  defeated.  It  was 
again  offered  in  substantially  the  shape  in  which  it  now  stands,  on  the  same  day,  by 
Mr.  Wilson,  of  Iowa,  and  it  was  adopted  by  an  accident.  The  vote  was  sixty-eight 
yeas  to  sixty. seven  nays,  but  Mr.  Brooks,  of  New  York,  who  had  bitterly  opposed 
it  in  debate,  voted  in  the  affirmative  in  order  to  move  a  reconsideration.  When  he 
moved  the  reconsideration,  Mi*.  Washburne,  of  Illinois,  moved  to  lay  that  motion 
on  the  table,  and  on  the  latter  motion  the  vote  was  a  tie,  seventy-one  to  seventy- 
one.  The  speaker  then  voted  in  the  affirmative,  and  his  vote  saved  the  Wilsoa 
amendment.  If  Mr.  Brooks  had  voted  in  the  first  instance  as  he  had  fought,  there 
would  have  been  a  majority  of  one  against  it. 

In  the  Senate  the  Committee  on  Finance  reported  adversely  to  the  tax,  but  was 
overruled  by  a  majority  of  two.  I  mention  this  merely  to  show  how  small  was  the 
preponderance  of  sentiment,  if  any,  in  favor  of  the  tax  at  the  time  when  it  was 
enacted.  Although  enacted  on  the  third  of  March,  1865,  the  tax  did  not  go  into 
effect  until  August  1,  1866,  or  fifteen  months  after  the  close  of  the  war. 

The  constitutionality  of  the  tax  has  been  called  in  question.  The  Supreme 
Court  held,  in  the  case  of  Veazie  Bank  vs.  Fenno,  that  it  was  not  repugnant  to  the 
Constitution.  There  may  be  room  for  difference  of  opinion  as  to  the  scope  of  the 
decision,  but  according  to  my  reading  the  court  held  that  the  right  of  Congress  to 
tax  bank  notes  had  existed,  and  that  the  judicial  department  of  the  Government 
could  not  prescribe  limitations  to  the  legislative  department  upon  the  exercise  of 
its  acknowledged  powers. 

A  different  question  is  raised  when  we  look  at  the  moral  and  economical; 
features  of  the  tax.  If  you  can  tax  bank  notes,  not  for  the  purpose  of  revenue, 
i.e.,  not  for  the  usual  purposes  of  taxation,  but  for  something  quite  different,  you 
may  tax  anybody  or  anything  on  the  same  principles.  The  debate  shows  that  the 
tax  was  imposed  to  kill  State  bank  notes,  not  to  obtain  money  for  public  uses. 
Such  a  power  can  be  invoked  to  destroy  any  industry,  to  take  away  any  man's 
livelihood,  and  to  reduce  him  to  beggary.  This  power  was  invoked  a  few  years 
ago  to  destroy  the  oleomargarine  industry,  and  there  is  now  pending  a  bill,  which 
has  passed  one  branch  of  Congress,  to  tax  out  of  existence  the  business  of  making  a 
certain  class  of  contracts  called  "  futures."  This  bill  has  created  far  more  commo- 
tion during  the  past  twelve  months  than  the  tax  on  State  bank  notes  ever  did.  It 
was  and  is  advocated  by  some  who  have  no  pecuniary  interest  to  serve,  as  an  anti- 
gambling  statute.    Dealing  in  futures,  they  say,  is  gambling.    Ought  we  not  to 
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suppress  gambling  by  every  means  in  our  power  ?  Whether  dealing  in  futures  i» 
gambling  or  not,  whether  some  of  it  is  gambling  and  some  not,  I  observe  that- 
orthodoxy  is  brought  in  to  give  a  lift  to  every  such  measure.  It  was  especially  so- 
In  the  oleomargarine  case.  The  making  of  this  article  was  pronounced  immoral 
and  even  infamous,  although  it  turned  out  that  the  most  deceptive  and  deleterious- 
compounds  in  the  market  going  under  the  name  and  guise  of  butter  were  really 
butter  done  over  with  chemicals.  Now  orthodoxy,  according  to  a  well  known 
formula,  is  my  doxy  and  heterodoxy  is  your  doxy.  If  I  want  to  tax  your  business* 
out  of  existence  because  it  interferes  with  mine,  I  shall  begin  by  persuading 
Congressmen  that  you  are  a  bad  fellow  and  that  your  influence  over  the  young  is- 
pernicious.  I  confess  that  I  was  captivated  with  the  idea  of  taxing  the  Louisiana. 
Lottery  out  of  existence  by  act  of  Congress,  but  I  see  now  that  a  better  way  was- 
found.  I  hope,  if  another  round  is  to  be  fought  with  that  monster,  that  means 
may  be  devised  for  overcoming  it  without  resort  to  so  doubtful  an  expedient ;  for 
there  is  no  limit  to  its  oppressions  if  the  principle  is  admitted  that  you  may  use  the 
taxing  power  for  other  purposes  than  those  of  the  public  fisc. 

But  we  are  confronted  with  the  fact  that  the  thing  has  been  done.  If  the  means 
were  questionable,  still  we  are  not  responsible.  The  blame,  if  any,  is  on  the  last 
generation.  Are  we  required,  upon  sentimental  or  other  grounds,  to  undo  what 
they  did,  even  at  the  risk  of  producing  chaos  ?  I  consider  the  sin  of  inflicting  a  bad. 
currency  upon  the  people  the  deadliest  that  a  government  can  commit.  Hence  it 
becomes  us,  before  answering  this  question,  to  look  at  the  probable  consequences^ 
STATE  BANK  SYSTEMS. 

If  we  are  to  assume  that  one  of  the  consequences  will  be  the  circulation  of  bank 
notes  as  bad  as  some  of  these  which  existed  before  the  war,  no  further  argument  i» 
needed.  There  were  good  banks  and  bad  banks  before  the  war.  There  were  good 
bank  systems  and  bad  bank  systems.     Let  us  glance  at  some  of  both  kinds. 

STATE  BANK  OP  INDIANA. 

The  State  Bank  of  Indiana  was  incorporated  by  a  special  charter  in  1834.  The- 
capital  stock  was  originally  fixed  at  $1,600,000,  and  of  this  sum  the  State  was  to- 
subscribe  one  half  and  private  individuals  the  other  half.  The  State  really  supplied 
the  whole  capital  by  an  issue  of  bank  bonds,  and  advanced  one-half  of  it  to  private- 
individuals  on  mortgage  security.  The  capital  was  afterwards  increased,  the  State- 
reserving  to  itself  the  option  to  take  one-half  of  the  several  increments.  All  the- 
stock  subscriptions  were  required  to  be  paid  in  specie.  The  State  Bank  consisted  of 
a  president  and  board  of  directors  at  Indianapolis,  who  were  a  supervising  body, 
but  who  had  no  capital  under  their  control  and  transacted  none  of  the  details- 
of  the  business.  All  the  details  were  performed  by  the  branches  of  the  State  Bank, 
originally  ten,  but  increased  in  number  from  time  to  time.  The  branches  were 
managed  by  the  private  shareholders  exclusively.  The  stock  subscriptions  were 
made  by  each  branch  separately,  the  capital  of  each  being  $160,000,  of  which  the 
State  took  $80,000  and  private  persons  $80,000.  The  earnings  and  dividends  of  each 
branch  belonged  to  their  own  shareholders  exclusively,  but  each  branch  was  liable 
for  the  debts  of  every  other  branch.  They  were  independent  of  each  other  in  the- 
matter  of  assets,  but  were  united  as  to  liabilities.  This  was  the  admirable  keystone 
of  the  arch. 

The  president  and  four  directors  of  the  bank  (the  parent  institution)  were 
chosen  by  the  State  legislature  to  hold  office  for  five  years,  and  one  director  of  the 
same  was  elected  by  each  branch. 

The  kind  of  business  to  be  done  was  defined  in  the  law.  It  was  the  usual  bank- 
ing business,  including  the  power  to  issue  circulating  notes.  The  only  limit  on  the- 
amount  of  circulating  notes  was  embraced  in  a  provision  that  the  debts  due  to  or 
from  any  branch  (except  deposits)  should  not  be  more  than  double  the  capital  of 
that  branch.     Theoretically,  therefore,  each  or  every  branch  might  have  notes 


208  NATIONAL  AND  STATE  BANKS. 


outstanding  to  double  the  amount  of  its  capital  minus  any  debts  it  owed  to  other 
banks.  An  amendment  was  passed  in  1836  allowing  discounts  to  be  made  to  the 
extent  of  two  and  one-half  times  the  capital  stock.  They  were  not  allowed  to  lend 
on  mortgage  security  or  to  deal  in  real  estate,  except  such  as  might  come  to  them 
in  the  way  of  security  for  loans  previously  made  ;  and  in  such  cases  they  were 
required  to  offer  it  at  public  sale  once  each  year. 

In  order  to  prevent  the  branch  banks  from  falling  under  the  control  of  individ- 
uals or  cliques,  it  was  provided  that  at  elections  of  directors  no  person  should 
oast  more  than  100  votes,  however  large  his  holdings  might  be.  Holders  of  one  to 
four  shares  might  cast  one  vote  for  each  share  ;  four  to  thirty  shares,  one  vote  for 
overy  two  shares ;  thirty  to  ninety  shares,  one  vote  for  every  four  shares,  and  so  on — 
a  scheme  of  minority  representation  borrowed  from  the  Massachusetts  law  of  1828. 
No  branch  could  lend  money  on  the  security  of  its  own  stock.  No  officer  or  director 
oould  borrow  on  terms  different  from  the  public,  nor  could  they  endorse  for  each 
other,  nor  could  they  vote  on  questions  where  they  were  interested.  On  all  applica- 
tions for  loans  above  $500,  a  majority  vote  of  five-sevenths  of  the  board  was  neces- 
sary, and  this  must  be  entered  on  the  minutes  with  the  names  of  the  directors  so 
voting.  Directors  were  individually  liable  for  losses  resulting  from  infraction  of 
the  law,  unless  they  had  voted  against  the  same  and  caused  their  votes  to  be 
-entered  on  the  minutes,  and  had  notified  the  Governor  of  the  State  of  such  infrac- 
tion forthwith,  and  had  published  their  dissent  in  the  nearest  newspaper.  Any 
.absent  director  should  be  deemed  to  have  concurred  in  the  action  of  the  board, 
unless  he  should  make  his  dissent  known  in  like  manner  within  six  months. 

Such  were  the  leading  features  of  this  monumental  bank.  It  continued  until 
the  expiration  of  its  charter  to  be  a  great  and  beneficent  financial  institution,  highly 
profitable  to  its  shareholders  and  advantageous  to  the  community.  "When  the 
orash  of  1837  came,  it  held  Government  deposits  to  the  amount  of  $1,500,000,  all  of 
which  it  paid  in  the  usual  course  of  business.  The  first  instalment  of  this  deposit 
<$80,000  gold)  was  corweyed  in  a  stage  coach  over  the  Alleghany  Mountains  to 
Washington  City,  by  the  late  J.  F.  D.  Lanier,  of  New  York,  who  was  then  Presi- 
dent of  the  Madison  Branch  Bank.  When  this  money  was  delivered,  the  Secretary 
of  the  Treasury  (Levi  Woodbury)  said  to  Mr.  Lanier  that  his  bank  was  the  only  one 
in  the  country  holding  Government  deposits  that  had  offered  to  pay  any  specie  at 
all.*  The  bank  was  rechartered  as  the  "Bank  of  the  State  of  Indiana"  in  1855. 
It  was  one  of  the  few  institutions  that  did  not  suspend  specie  payments  in  the 
panic  of  1857.  The  State  very  properly  ceased  to  be  a  shareholder  when  the  first 
oharter  expired.  Its  participation  was  deemed  necessary  in  the  beginning  to 
procure  the  requisite  capital,  but  it  wisely  kept  its  own  hands  off  the  management. 
The  State  banks  of  Illinois  and  Kentucky,  which  were  owned  wholly  by  the  States, 
and  were  managed  by  public  officers,  soon  went  to  smash.  That  of  Indiana  paid 
into  the  State  Treasury  twelve  to  fourteen  per  cent,  per  annum  in  dividends,  besides 
nearly  doubling  the  original  capital  at  the  "round  up."  This  money  was  turned 
into  the  State  School  Fund.f 

*  Memoir  of  J.  F.  D.  Lanier,  published  by  his  family. 

+Mr.  Lucius  B.  Swift,  of  Indianapolis,  has  kindly  made  a  search,  at  my  instance,  for  the  exact  amount 
of  surplus  turned  over  by  the  branch  banks  to  the  State  of  Indiana.  No  record  containing  all  this  informa- 
tion was  found,  but  a  communication  made  by  the  State  Bank  under  the  date  of  January  7,  1859,  reports 
the  winding  up  of  nine  branches  and  gives  a  statement  of  the  surplus  returned  to  shareholders  in  addition 
to  the  annual  dividends  and  the  original  capital  stock,  the  par  value  of  which  was  $50  per  share,  viz. : 

BRANCHES.  SURPLUS  PER  SHARE. 

Lawrenceburgh $40.53. 

Richmond 37.72. 

New  Albany 25.00. 

Evansville 26.65. 

Bedford 8.50. 

Terre  Haute 30.28. 

La  Fayette 27.00. 

South  Bend 40.11. 

Michigan  City 30.75. 

A  report  of  the  Commissioners  of  the  Sinking  Fund,  dated  November  1, 1858,  says  that  the  State  had 
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When  the  State  of  Indiana  adopted  a  new  constitution,  in  1851,  a  clause  was- 
inserted  prohibiting  the  State  from  becoming  a  shareholder  in  any  bank  or  other 
corporation.  Another  clause  authorized  the  Legislature  to  pass  a  general  banking- 
law,  and  a  third  clause  provided  that  noteholders  should  be  preferred  creditors  of 
failed  banks. 

STATE  BANK  OF  OHIO. 

The  State  Bank  of  Ohio  had  a  different  origin  and  was  of  later  birth.  It  was 
made  a  part  of  a  banking  law  of  wide  scope  passed  in  1845.  It  seems  to  have  been 
modeled  after  the  Indiana  law,  with  a  few  differences.  The  State  of  Ohio  had  no> 
pecuniary  interest  in  it.  There  were  a  number  of  banks  existing  in  the  State  when 
the  law  of  1845  was  passed,  and  the  law  authorized  the  formation  of  others,  but. 
restricted  the  aggregate  amount  of  capital  to  a  fixed  sum  and  appointed  commis- 
sioners to  parcel  it  out,  as  though  banking  were  a  necessary  evil,  like  dynamite. 
The  law  provided  that  any  number  of  banks,  not  less  then  seven  then  existing,  or 
to  be  organized  thereafter,  might  become  branches  of  the  State  Bank  of  Ohio.  The 
latter,  like  the  State  Bank  of  Indiana,  was  a  mere  Board  of  Control,  and  was  so- 
denominated  in  the  law.  The  central  and  governing  idea  of  this  law  was  the* 
security  of  the  noteholders.  Note  issuing  was  proportioned  to  capital  in  the  follow- 
manner  :  "Any  branch  might  issue  $200,000  of  notes  for  the  first  $100,000  of 
capital ;  $150,000  of  notes  for  the  second  $100,000  of  capital ;  $125,000  of  notes  for 
the  third  $100,000  of  capital ;  $100,000  of  notes  for  the  fourth  $100,000  of  capital, 
and  $75,000  of  notes  for  each  additional  $100,000  of  capital.  Each  branch  was- 
required  to  deposit  with  the  Board  of  Control  ten  per  cent,  of  the  amount  of  its- 
circulating  notes,  either  in  specie  or  in  bonds  of  the  State  of  Ohio  or  of  the  United* 
States,  as  a  safety  fund  for  the  protection  of  the  holders  of  notes  of  any  or  all  the 
branches.  The  Board  of  Control  might  invest  any  money  belonging  to  the  safety 
fund  in  the  bonds  of  Ohio  or  of  the  United  States,  or  in  mortgage  on  real  estate  ia 
the  county  where  the  branch  was  situated,  worth  double  the  amount  of  the  loan 
exclusive  of  buildings  or  other  destructible  property.  Each  branch  was  liable  for 
the  circulating  notes,  but  not  for  the  general  debts  of  the  other  branches.  In  case 
of  the  failure  of  any  branch  to  redeem  its  notes,  the  Board  of  Control  was  to  make 
an  assessment  pro  rata  on  the  other  branches,  and  reimburse  them  as  soon  as  the 
assets  in  the  safety  fund  could  be  disposed  of  ;  and  then  the  safety  fund  was  to  be 
reimbursed  out  of  the  assets  of  the  failed  branch  before  any  other  creditors  was 
paid.     The  State  Bank  of  Ohio  had  thirty-six  branches  and  was  highly  successful. 

LOUISIANA  BANK  ACT  OF  1842. 

The  State  of  Louisiana  had  her  full  share  of  bank  misery  in  1837  and  later.  He» 
banks  suspended  specie  payments,  and  so  remained  until  1842.  In  that  year  the 
State  passed  a  banking  law  which  was,  in  nearly  all  respects,  a  model  for  other 
States  and  countries. 

The  principal  features  of  this  law  were  the  requirements  (1)  of  a  specie  reserve 
equal  to  one-third  of  all  its  liabilities  to  the  public  ;  (2)  the  other  two-thirds  of  its 
liabilities  to  be  represented  by  commercial  paper  having  not  more  than  ninety 
days  to  run  ;  (3)  all  commercial  paper  to  be  paid  at  maturity  ;  and  if  not  paid,  or  if 
an  extension  were  asked  for,  the  account  of  the  party  to  be  closed  and  his  name  to- 
be  sent  to  the  other  bank  as  a  delinquent ;  (4)  all  banks  to  be  examined  by  a  board 
of  State  officers  quarterly  or  oftener  ;  (5)  bank  directors  to  be  individually  liable  for 
all  loans  or  investments  made  in  violation  of  the  law,  unless  they  could  show  that 
they  had  voted  against  the  same  if  present ;  (6)  no  bank  to  have  less  than  fifty 

received  up  to  that  time  a  net  profit,  from  its  banking  investment,  of  $2,780,604.36  after  deducting  the- 
interest  paid  on  its  bank  bonds.  There  were  still  some  branches  which  had  not  turned  in  their  surplus  and 
were  not  included  in  this  statement.    Mr.  Lanier  says  that  the  State's  net  profit  was  about  $3,500,000. 

I  have  considered  it  worth  while  to  rescue  this  notable  tribute  to  sound  banking  principles  from  the 
weltering  mass  of  bank  failures  of  the  period  covered,  i.  <?.,  1834-1859. 
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shareholders,  having  at  least  thirty  shares  each  ;  (7)  any  director  going  out  of  the 
State  for  more  than  thirty  days,  or  absenting  himself  from  five  successive  meetings 
of  the  board,  to  be  deemed  to  have  resigned,  and  his  vacancy  to  be  filled  at  once; 
<8)  no  bank  to  pay  out  any  notes  but  its  own ;  ((»)  all  banks  to  pay  their  balance 
to  each  other  specie  every  Saturday,  under  penalty  of  being  immediately  put  in 
liquidation ;  (10)  no  bank  to  purchase  its  own  shares  or  lend  on  its  own  shares 
more  than  thirty  per  cent,  of  the  market  value  thereof. 

This  law  had  one  feature  which  cannot  be  approved.  It  allowed  some  loans  to 
be  made  on  mortgage  security,  but  it  restricted  such  loans  to  the  bank's  capital. 
No  part  of  the  deposits  could  be  lent  except  on  commercial  paper  maturing  within 
ninety  days.  I  judge  that  not  many  mortgage  loans  were  made  by  the  Louisiana 
banks,  since  none  of  them  suspended  in  the  panic  of  1857,  although  most  of  the 
banks  of  the  country  were  temporarily  closed  by  that  catastrophe.  Mortgage 
loans  are  all  right  in  themselves,  but  they  are  no  part  of  the  banking  business.  I 
think  that  the  Louisiana  Bank  Act  of  1842  was  eminently  scientific.  It  was  the 
£rst  law  passed  by  any  State  requiring  a  definite  amount  of  specie  to  be  kept  as  a 
reserve.  The  Louisiana  law  required  no  pledged  security  for  the  circulating  notes 
of  banks,  nor  did  it  put  any  limit  on  the  amount  of  their  issues.  All  this  was 
covered,  and  amply  covered,  by  requiring  thirty-three  per  cent,  of  specie  against 
•all  liabilities,  whether  deposits  or  notes,  the  balance  of  the  assets  to  be  in  mercan- 
tile paper  having  not  more  than  ninety  days  to  run. 

Under  this  law,  Louisiana  became  in  1860  the  fourth  State  in  the  Union  in 
point  of  banking  capital  and  the  second  in  point  of  specie  holdings.  I  think, 
Jiowever,  that  the  requirement  of  a  thirty-three  per  cent,  reserve  of  coin  (or,  as  we 
say  now,  of  "  lawful  money"  was  excessive,  and  that  the  twenty-five  per  cent,  in 
larger  cities  and  fifteen  per  cent,  in  other  places,  required  of  national  banks,  is 
ample.  It  is  a  matter  of  history  that  the  Louisiana  Bank  Act  of  1842  was  strictly 
and  intelligently  enforced  until  the  city  of  New  Orleans  was  captured  during  the 
-civil  war. 

MASSACHUSETTS  AND  THE  SUFFOLK  BANK  SYSTEM. 

The  Massachusetts  Banking  Law,  as  it  existed  before  the  war,  consisted  of  two 
parts,  the  first  part  relating  to  chartered  banks.  This  was  one  of  the  best 
banking  laws  ever  produced.  No  individual  could  hold  more  than  one-half 
the  stock  of  any  bank,  no  person  could  be  a  director  of  more  than 
one  bank,  no  person  could  be  a  director  whose  stock  was  pledged  for  debt. 
Neither  the  debts  nor  the  credits  of  a  bank  could  exceed  twice  the  capital 
stock  paid  in,  except  for  deposits  and  for  debts  to  or  from  other  banks.  Direct- 
ors were  personally  liable  for  violation  of  this  clause  unless  they  dissented 
or  were  absent,  in  which  case  they  must  notify  the  Bank  Commissioners 
of  the  State  forthwith.  No  bank  could  pay  out  any  notes  but  its  own,  or 
issue  any  notes,  directly  or  indirectly,  except  at  its  own  banking-house,  or 
issue  any  notes  with  the  understanding  that  they  should  be  kept  out  a  certain 
length  of  time.  No  bank  could  make  a  loan  repayable  in  anything  except 
specie  or  its  own  notes.  In  case  of  bank  failure  the  noteholders  were  to  be 
paid  first.  Each  bank  was  required  to  keep  fifteen  per  cent,  of  specie  as  a  reserve 
against  both  circulation  and  deposits,  but  country  banks  might  reckon  their 
balances  in  Boston  banks  payable  on  demand  as  specie.  This  specie-reserve  clause 
was  passed  in  1858,  after  a  hard  struggle.  It  was  copied  from  the  Louisiana  Act  of 
1842,  but  the  amount  of  the  specie-reserve  was  only  one-half  of  that  required  in 
Louisiana.*  When  gold  was  paid  out,  it  must  be  paid  by  weight.  This  was  an  old 
law  of  1803  re-enacted  at  every  revision  of  the  banking  laws  down  to  and  including 
1860.  There  was  a  provision  that  if  any  new  banks  were  chartered  with  greater 
privileges  than  those  here  enumerated,  the  same  privileges  should  extend  to  all 

^See  Bankers'1  Magazine,  November,  1877,  page  361. 
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other  banks.  This  proviso  was  inserted  in  the  Act  of  1828  and  in  every  subsequent 
revision.  The  Act  of  1828  provided  that  at  elections  for  bank  directors  each  stock- 
holder should  be  entitled  to  one  vote  for  the  first  share  and  to  one  vote  for  every 
two  additional  shares,  provided  that  no  person  should  have  more  than  ten  votes. 
This  was  re-enacted  in  the  revision  of  1835,  but  was  dropped  in  the  revision  of  1860. 
The  second  part  of  the  Massachusetts  law  was  the  free  banking  system.  It  was 
passed  in  1851  and  re-enacted  in  the  revision  of  1860,  but  as  only  seven  banks  were 
organized  under  it  we  need  not  dwell  on  its  provisions. 

^  The  distinguishing  feature  of  Massachusetts  banking  was  the  daily  redemption 
or  all  New  England  bank  notes  that  reached  Boston.  This  redemption  took  place 
-at  the  Suffolk  Bank,  and  hence  was  called  the  Suffolk  Bank  system.  It  was  a 
voluntary  arrangement  like  a  clearing-house.  It  began  in  1825.  The  country 
banks  resisted  it  at  first,  but  they  were  forced  into  it  by  a  systematic  ''run"  on 
■every  one  that  did  not  come  in  and  provide  for  the  redemption  of  its  notes  at  the 
financial  centre.  The  Suffolk  Bank  system  was  facilitated  by  the  provision  of  law 
that  no  bank  could  pay  out  any  notes  except  its  own,  but  it  began  before  that  law 
was  passed.  In  this  way  the  goodness  of  all  circulating  notes  was  subjected  to  a 
■daily  test. 

It  is  important  to  observe  that  in  each  of  the  three  systems  we  have  examined, 
^viz.,  the  State  Bank  of  Indiana  and  the  Louisiana  and  Massachusetts  laws,  the  gov- 
erning principle  was  that  the  bank's  assets  should  redeem  its  circulating  notes. 
They  rested  upon  the  true  theory  that  any  system  which  takes  diligent  care  of  the 
assets  will  surely  take  care  of  the  circulation,  and  they  demonstrated  in  a  long 
series  of  years  by  splendid  results  that  such  assurance  is  not  beyond  the  reach  of 
the  State's  administrative  powers. 

FREE  BANKING  LAW  OF  NEW  YORK. 

The  next  great  step  in  the  evolution  of  banking  in  the  United  States  was  what 
is  called  the  free-bank  system.  Notwithstanding  the  praise  that  has  been  bestowed 
upon  it,  and  notwithstanding  its  adoption  as  one  feature  of  the  National  Banking 
Law,  I  think  that  it  was  a  step  backward  and  that  it  is  destined  to  perish.  It  had 
its  origin  in  the  State  of  New  York  in  1838,  although  the  State  of  Michigan  had 
something  resembling  it  a  year  earlier.  Prior  to  that  time  bank  charters  in  New 
York  were  a  part  of  the  spoils  system  of  politics.  Accustomed  as  we  are  to  the 
spoils  system  of  to-day,  it  sounds  oddly  to  read  that  bank  charters  were  granted  by 
Whig  and  Democratic  Legislatures  only  to  their  own  partisans.  Not  only  was  this 
the  common  practice,  but  the  shares  in  banks,  or  the  rights  to  subscribe  to  them, 
were  parceled  out  by  political  "  bosses  "  in  the  several  counties.  Of  course,  corrup- 
tion flourished  in  such  a  soil.  The  people  became  exasperated  by  the  indecencies 
witnessed  at  Albany.  A  reaction  in  favor  of  equal  rights  was  the  natural  conse- 
quence, and  out  of  this  came  the  Free-Banking  Law  of  1838.  Under  this  law  the 
-Comptroller  was  authorized  to  issue  circulating  notes  to  any  association  organizing 
itself  as  a  bank  and  depositing  stocks  of  the  United  States,  or  of  any  State,  or  bonds 
secured  by  mortgage  on  real  estate  of  a  certain  specified  grade.  The  system  had  a 
bad  start.  Within  five  years  after  the  law  was  passed  twenty-nine  banks  that  had 
organized  under  it  failed,  and  the  deposited  securities  realized  only  seventy-four 
oents  on  the  dollar  of  the  outstanding  notes.  This  led  to  changes  in  the  law  by 
which  all  State  bonds  were  ruled  out  except  those  of  New  York,  and  the  mortgage 
securities  were  keyed  up  to  a  high  pitch,  but  still  not  high  enough.  Under  the 
present  banking  law  of  New  York  (revision  of  1892)  the  security  required  for  circu- 
lating notes  consists  of  the  bonds  of  the  United  States,  or  of  the  State  of  New  York, 
or  of  any  county  or  incorporated  city  in  the  State,  or  of  mortgages  on  improved 
real  property  worth  seventy-five  per  cent,  more  than  the  loan.  Individual  bankers 
oan  issue  circulating  notes  on  the  same  terms. 


212  NATIONAL  AND  STATE  BANKS. 


The  free-banking  system  was  adopted  in  Ohio  in  1845,  but  did  not  flourish 
there,  because  it  came  in  competition  with  the  State  Bank  and  branches  that  were- 
started  at  the  same  time.  It  was  adopted  in  Massachusetts  in  1851,  as  has  been  re- 
marked, but  it  gained  no  foothold  there  because  it  was  really  inferior  to  the  Suffolk 
Bank  system,  which  already  held  the  ground. 

FREE  BANKING  IN  THE   WEST. 

The  State  of  Illinois  passed  her  Free-Banking  Law  in  1851.  It  was  submitted  to> 
a  vote  of  the  people  in  November  of  that  year  and  ratified.  It  provided  that  any 
number  of  persons  might  organize  a  bank,  but  that  no  bank  should  have  a  less  cap- 
ital than  $50,000.  It  did  not  require  that  a  bank  should,  have  any  directors.  The? 
bank's  capital  might  consist  wholly  of  bonds  of  States  or  the  United  States  de- 
posited with  the  State  Auditor  as  security  for  its  circulating  notes.  The  auditor- 
could  deliver  to  the  bank  in  circulating  notes  eighty  per  cent,  of  the  market  value? 
of  the  securities.  No  examination  of  the  affairs  of  the  banks  by  public  officers, 
could  be  had  except  on  the  affidavit  of  the  shareholders,  and  then  only  for  the  pur- 
pose of  ascertaining  the  safety  of  the  investments.  A  subsequent  amendment  pro- 
vided for  an  annual  examination  by  bank  commissioners  of  the  securities  deposited 
against  circulating  notes.  The  banks  were  allowed  to  pay  out  the  notes  of  any 
specie-paying  banks  of  the  United  States  or  of  Canada,  no  matter  how  remote. 

These  are  all  the  essential  provisions  of  the  Free-Banking  Law  of  Illinois  as  it 
existed  before  the  war.  You  will  observe  that  the  only  idea  in  the  law  is  security 
for  circulating  notes.  Each  bank  was  a  kind  of  slot  machine.  You  dropped  in  a. 
State  bond  and  a  lot  of  bank  notes  came  out,  and  that  was  all  the  banking  that  was 
expected  or  contemplated  in  the  law. 

The  Free-Banking  Law  of  Indiana,  passed  May  28,  1852,  was  very  similar  to> 
that  of  Illinois.  The  differences  were,  that  in  Indiana  the  auditor  might  issue  cir- 
culating notes  to  the  full  amount  (instead  of  eighty  per  cent.)  of  the  securities  de- 
posited, and  that  each  bank  must  have  specie  in  its  own  vaults  equal  to  twelve  and 
one-half  per  cent,  of  its  circulating  notes. 

The  Free-Banking  Law  of  Wisconsin,  passed  in  1853,  was,  perhaps,  the  worst 
of  all.  It  did  violence  to  banking  principles  in  a  variety  of  ways.  It  allowed  the? 
bank  comptroller  to  issue  circulating  notes  to  the  full  amount  of  the  bonds  of 
States  deposited  with  him  by  banks.  It  allowed  the  comptroller  also  to  receive  the 
first -mortgage  bonds  of  any  railroad  in  the  State  twenty  miles  long,  or  divisional 
mortgage  bonds  on  sections  of  road  of  not  less  than  forty  miles,  such  road  to  be- 
first  inspected  as  to  its  physical  condition  by  the  governor,  the  attorney-general 
and  the  bank  comptroller,  or  any  two  of  them.  On  such  securities  eighty  per  cent, 
of  circulating  notes  could  be  issued,  and  one-half  of  the  securities  of  any  bank 
might  consist  of  railroad  bonds  of  this  description.  Directors  or  stockholders  were- 
required  to  give  their  personal  bonds  to  the  extent  of  one-fourth  of  the  amount  of 
the  circulating  notes,  as  security  against  depreciation  of  the  other  securities. 
Except  in  this  particular  the  shareholders  were  not  liable  beyond  the  amount  of 
their  capital  invested.  The  banks  might  lend  money  on  real  estate  security  to  any 
extent. 

WILDCAT  CURRENCY  EXPERIENCE. 

Most  of  these  so-called  free  banks  turned  out  to  be  bad  when  the  first  real  test 
came.  Out  of  ninety-four  free  banks  in  Indiana  fifty-one  had  suspended  even  bef ore- 
the  panic  of  1857.  The  theory  of  their  existence  was  that,  if  bank  notes  were 
secured  by  the  pledge  of  marketable  bonds  or  stocks  lodged  in  the  hands  of  a  State 
officer,  it  was  of  no  consequence  what  else  the  bank  had  or  did  not  have.  The  idea 
that  a  bank's  assets  should  redeem  its  notes  did  not  enter  into  this  scheme  at  all. 
Since  there  were  examples  of  good  banking  present  to  the  eyesight,  like  the  State 
Bank  of  Indiana,  we  may  reasonably  ask  why  such  a  mistake  was  made.    I  can 


NATIONAL  AND  STATE  BANKS.  213 


only  answer  this  question  in  one  way.  Banking  made  itself  known  to  the  great 
mass  of  the  community  only  through  failed  bank  notes.  One  failed  bank  of  small 
calibre  would  make  more  impression  on  the  public  mind  than  a  dozen  others  which 
never  closed  their  doors.  This  is  on  the  principle  that  one  lost  sheep  gives  its  owner 
more  concern  than  ninety-nine  that  go  not  astray.  So  the  legislative  mind,  which 
generally  follows  the  public  mind,  became  exclusively  fixed  on  security  for  bank 
notes,  to  the  neglect  of  all  other  branches  of  the  business. 

In  practice  it  was  hardly  necessary  for  the  bank  to  have  a  place  of  business  if  its 
notes  were  secured,  and  I  remember  that  in  some  instances  where  attempts  were 
made  in  Illinois  to  present  notes  for  redemption  at  the  bank's  counter  no  counter 
was  found,  but  merely  a  hired  room  in  some  place  remote  from  any  railway  station 
and  situated  on  some  bottomless  prairie  road.  As  the  country  banks  had  a  decided 
advantage  over  the  city  banks  in  the  way  of  nest-hiding,  the  latter  resorted  first  to 
the  device  of  not  paying  out  their  own  notes  at  all,  but  borrowing  those  of  Eastern 
banks  instead.  Facilities  for  travel  were  too  good,  however,  in  the  East.  The  notes 
paid  out  in  Illinois  and  Wisconsin  went  home  to  be  converted  into  New  York  and 
Boston  funds  too  rapidly.  So  the  city  bankers  went  to  the  State  of  Georgia  and 
started  a  lot  of  subordinate  banks  there,  with  whose  notes  they  flooded  the  North- 
west from  Chicago  as  a  radiating  point.  None  of  these  currency  mills  actually 
failed,  but  the  rate  of  exchange  on  New  York  was  measured  by  the  cost  of  sending 
the  notes  to  their  several  Georgia  houses  for  redemption,  which  cost  was  at  that 
time  considerable. 

The  Western  free  banks  for  the  most  part  went  down  in  the  crash  of  1857,  and 
again  in  that  of  1861,  and  their  securities  being  pressed  on  the  market  simultaneously 
sank  to  low  figures,  the  notes  falling  even  lower  than  the  securities.  Whatever 
may  have  been  the  design  of  the  law-makers  (and  there  is  no  reason  for  doubting 
that  it  was  good),  it  turned  out  to  be  a  mere  scheme  to  enable  speculators  to  sell 
bonds  to  the  public,  and  continue  to  draw  the  interest  themselves.  It  was  possible 
under  these  laws  for  a  man  to  borrow,  say,  $100,000  of  State  bonds,  deposit  them 
with  the  auditor,  receive  from  him  circulating  notes,  buy  wheat  with  these  notes, 
send  the  wheat  to  New  York,  and  sell  it  for  money  with  which  to  buy  more  bonds 
to  deposit  with  the  auditor ;  and  so  round  and  round.  This  was  actually  done  in 
some  cases,  and  it  was  considered  an  effective  way  of  procuring  an  adequate  supply 
of  money. 

What  would  have  happened  if  this  supply  had  not  existed  ?  Why,  of  course, 
the  wheat  would  have  reached  its  market  all  the  same,  and  would  have  been  sold 
for  good  money,  and  this  money  would  have  gone  to  the  wheat-producer,  instead 
of  the  wild-cat  and  red-dog  notes  that  the  State  auditor  put  his  name  and  seal  on, 
that  were  so  handsome  to  look  at,  and  that  we  were  all  so  proud  of  in  the  begin- 
ning. I  remember  how  independent  we  all  felt  when  we  had  some  of  these  triumphs 
of  art  in  our  pocket-books. 

A  process  of  essentially  the  same  kind  for  furnishing  a  supply  of  money  has 
been  going  on  in  this  country  during  the  past  fourteen  years.  The  Government 
has  been  issuing  circulating  notes  of  one  kind  and  another  on  the  basis  of  silver, 
and  although  some  $400,000,000  of  these  notes  have  been  put  in  circulation,  money 
is  not  a  whit  more  plentiful  than  it  was  before.  What  would  have  happened  if  not 
a  single  silver  note  had  been  issued,  or  a  single  ounce  of  silver  bought?  Why,  the 
products  of  the  country  would  have  been  sold  all  the  same,  and  in  the  absence  of 
silver  and  silver  notes  we  should  have  had  gold  and  gold  notes.  But,  says  some 
one,  there  is  not  gold  enough  in  the  world.  How  do  you  know  that?  You,  or  the 
likes  of  you,  said  the  same  thing  before  we  resumed  specie  payments.  Y6u  said 
the  same  thing  before  Italy  resumed.  And  now  Austria-Hungary  is  preparing  to 
resume,  and  largely  with  gold  drawn  from  us.  Simultaneously  we  hear  (and  I 
believe  it  is  true)  that  Russia  has  stored  away  $500,000,000  of  gold.  I  have  not  the 
smallest  doubt  that  Austria-Hungary  will  get  all  the  gold  she  needs  for  this  pur- 
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pose,  and  that  there  will  still  be  some  left.  I  know,  too,  that  the  ability  of  this 
country  to  draw  gold  from  the  world's  stock  exceeds  that  of  Austria-Hungary  and 
Hussia  combined,  and  that  if  we  wanted  more  gold  we  could  get  it.  The  first  step 
-would  be  to  repeal  the  present  Silver  Law.  I  doubt  if  anything  else  would  be 
needed.  Mr.  Buckle,  in  his  "  History  of  Civilization,"  showed  that  the  world's 
progress  in  the  last  hundred  years  had  consisted  chiefly  in  repealing  bad  laws. 
There  is  abundance  of  room  left  for  that  kind  of  progress  in  our  own  country. 

THE   "BANKING  PRINCIPLE." 

The  State  Bank  of  Indiana,  the  Louisiana  and  the  Massachusetts  banks  were 
based  upon  what  is  known  to  economists  as  the  "  banking  principle,"  the  opposite, 
or  counterpart,  of  which  is  called  the  "  currency  principle."  The  banking  principle 
affirms  that  all  trade  is  barter,  that  men  would  swap  their  goods  and  services 
directly,  and  without  the  use  of  money,  if  they  could,  but  that  since  they  cannot 
(owing  to  the  complexity  of  human  affairs),  any  machine  which  will  do  this  swap- 
ping is  a  saving  and  a  gain  to  mankind. 

This  is  what  a  clearinghouse  does  on  a  large  scale,  and  a  bank  on  a  smaller  one. 
&.,  B  and  C  and  the  rest  of  the  alphabet  deposit  the  money  they  get  for  their 
various  industries  and  services  in  a  bank,  and  then  draw  their  checks  for  what  they 
want  to  buy.  This  is  the  same  as  though  they  deposited  their  various  goods  in 
the  bank  and  gave  t'o  each  other  orders  for  goods,  payable  in  kind  at  the  bank. 
There  would  be  practical  difficulties  in  making  the  division  at  the  bank  and  in 
handling  the  goods,  but  the  essential  nature  of  the  operation  is  not  changed  by 
bringing  in  another  set  of  hands  (namely,  merchants)  to  transfer  the  goods  and 
make  the  divisions.     The  fact  is,  that  all  trade  is  at  bottom  barter  and  swapping. 

Now  the  issue  and  circulation  of  bank  notes  is  only  an  extension  of  the  bank- 
check  system.  It  carries  swapping  by  machinery  one  step  further.  The  checks  of 
an  individual  often  circulate  through  three  or  four  hands  before  they  reach  the 
bank  for  payment.  The  bank  note  is  the  cashier's  check  on  the  bank.  These 
cashiers'  checks  circulate  more  widely  than  private  checks,  because  the  bank's 
credit  is  more  widely  known,  and  because  they  are  of  convenient  form  and  size. 
They  enable  the  community  to  make  small  exchanges,  to  do  small  swapping  with- 
out the  use  of  real  money.  Since  real  money  is  capital,  they  economize  the  use  of 
capital. 

THE   "CURRENCY  PRINCIPLE." 

The  currency  principle  proceeds  upon  a  theory  somewhat  different.  It  assumes 
that  a  certain  amount  of  paper  notes  will  be  wanted  by  the  public  at  all  times,  will 
always  be  passing  from  hand  to  hand,  and  will  never  be  presented  for  redemption. 
This  assumption  is  based  upon  experience,  and  is  much  the  same  as  assuming  that 
a  certain  number  of  hats  or  pairs  of  trousers  will  always  be  wanted.  This  amount 
the  Government  itself  will  furnish.  In  England  the  bank  issues  this  amount  of 
notes,  but  it  accounts  to  the  Government  for  the  profit  over  and  afcove  expenses, 
and  a  fair  compensation  for  its  own  trouble.  "When  the  Bank  Act  was  passed,  the 
fiduciary  issues  of  notes  was  fixed  at  £14,000,000.  Upon  this  the  bank  was  to  make 
an  annual  payment  of  £120,000,  besides  paying  all  the  expenses  of  the  note  issue 
and  managing  the  public  debt.  It  was  provided  also  that  on  the  discontinuance  of 
the  circulation  of  certain  country  banks  then  in  existence  the  Bank  of 
England  should  have  the  right  to  issue  a  corresponding  amount  of  notes, 
paying  a  tax  to  the  Government  thereon,  at  the  rate  of  two  per  cent, 
per  annum.  The  net  amount  received  by  the  Government  from  the  bank  last 
year  was  £162,716.  The  fiduciary  issue  is  based  on  Government  securities.  If  the 
community  wants  any  more  notes  than  the  fiduciary  issue  (which  is  now  about 
£15,500,000),  it  can  have  them  by  paying  gold  for  them.  But  obviously  this  is  the 
same  as  using  the  gold,  since  a  note  issued  against  five  sovereigns  is  merely  like  a 
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gold  certificate  of  deposit  issued  by  our  Treasury.  True,  there  is  no  external  mart 
to  distinguish  this  Bank  of  England  note  from  any  one  of  the  £15,500,000  issued 
against  securities,  but  it  is  a  very  different  thing  in  fact.  The  Bank  of  England  is 
a  perfect  representative  of  the  currency  principle,  and  the  Bank  of  France  is  a 
perfect  representative  of  the  banking  principle. 

THE  TRUE  PRINCIPLE. 

The  banking  principle  is  the  true  one  in  theory.  It  is  a  labor-saving  and 
capital-saving  machine  at  the  same  time.  It  does  for  the  lesser  transactions  of 
commerce  what  the  bill  of  exchange  and  the  clearing-house  do  for  the  greater  ones, 
and  in  the  same  way  substantially.  It  enables  trade  to  be  carried  on  to  any  extent 
within  the  limits  of  a  single  nation  by  a  series  of  offsets.  It  is  barter  reduced  to 
science.  If  there  were  no  disturbing  elements,  it  would  gradually  root  out  and 
supersede  every  other  kind  of  apparatus  for  performing  the  exchanges  of  mankind. 
It  would  do  this  in  the  same  way  and  for  the  same  reason  that  a  superior  tool 
crowds  out  and  supersedes  an  inferior  one— as  the  friction  match,  for  example, 
superseded  the  flint  and  tinder  box.  Bat  there  are  disturbing  elements.  Bad  and 
dishonest  management  of  banks  may  be  minimized,  but  cannot  be  prevented 
altogether.  The  currency  principle  has  its  raison  d'  etre.  It  says  that  the  first 
requisite  of  any  bank-note  system  is  the  security  of  the  noteholder,  and  that 
everything  else  should  be  subordinated  to  that.  I  agree  to  that  proposition.  Any 
■system  which  does  not  make  the  noteholder  secure  is  condemned  at  the  start.  But 
we  have  seen  that  the  issue  of  notes  against  deposited  securities  did  not  save  the 
•noteholders  from  loss  before  the  war,  while  careful  and  intelligent  systems  of 
banking  like  those  of  Louisiana,  Massachusetts  and  the  State  banks  of  Indiana  and 
Ohio  did  protect  them  fully.  I  consider  note  issuing  against  deposited  securities 
erroneous  in  principle,  because  it  uses  up  the  bank's  capital  in  procuring  its  notes, 
whereas,  it  ought  to  have  this  capital  free  at  the  outset  for  the  discount  of  com- 
mercial paper. 

Take  an  illustration.  Suppose  that  a  bank  starts  with  $100,000  of  capital. 
Under  the  plan  of  deposited  securities  it  must  pay  all  this,  and  perhaps  more,  in 
order  to  get  $90,000  of  notes  to  apply  to  the  discount  of  commercial  paper.  The 
bank  cannot  know  whether  the  parties  whose  paper  is  discounted  will  draw  the 
money  in  the  form  of  notes  or  will  ask  for  drafts  on  some  other  city  or  will  draw 
checks  which  will  turn  up  at  the  clearing-house  the  next  day.  If  the  parties  draw 
out  the  notes,  these  may  come  back  as  deposits  the  next  day. 

The  notes  are  assets  while  the  bank  holds  them,  but  they  are  liabilities  when 
the  public  holds  them.  Each  dollar  has  cost  the  bank  $1.10  and  the  notes  will 
perform  no  function  that  the  notes  of  the  old  State  Bank  of  Indiana 
would  not  perform.  Now,  suppose  that  the  noteholder  could  be  made  safe 
without  the  deposited  security.  Then  the  bank  would  have  $100,000  of  free  capital 
to  start  with,  plus  as  many  notes  as  the  community  would  draw  out  and  make 
use  of.  This  amount  of  notes  is  all  that  it  can  put  out,  even  when  it  buys  them 
from  the  Government  at  $1.10  each.  Therefore,  the  $100,000  of  free  capital  is  clear 
gain  to  the  banking  business.  But,  you  say,  the  bank  has  the  interest  on  the 
deposited  bonds.  Yes,  that  is  what  it  gets  out  of  a  permanent  investment,  but 
banks  are,  or  ought  to  be,  organized  for  discounting  short-time  commercial  paper, 
and  not  for  long-time  loans.  If  long-time  loans  are  wanted  in  the  banking  business, 
which  I  respectfully  deny,  more  money  can  be  made  by  lending  on  mortgage 
than  by  lending  to  governments. 

BANKING  ON  SECURITIES  DOOMED. 
I  have  said  that  I  think  that  the  system  of  note-issuing  on  deposited  securities 
is  destined  to  perish.    Not  only  is  it  erroneous  in  that  it  absorbs  the  bank's  capital 
•before  its  doors  are  opened  for  business,  but  the  only  securities  fit  to  be  used  for 
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this  purpose  are  rapidly  disappearing  and  will  soon  be  gone.  The  note-issuing 
feature  of  the  national  bank  system  is  moribund  already.  But  the  banking 
feature  will  not  die,  even  if  note-issuing  comes  to  an  end.  It  is  so  interwoven  with 
the  commerce  of  the  country  that  it  will  stand,  and  necessarily  stand,  for  an 
indefinitely  long  period  with  or  without  note  issues.  The  note  circulation  of  the 
national  banks  reached  its  maximum  of  three  hundred  and  thirty-six  millions  in 
December,  1872.  At  that  time  the  number  of  banks  was  1940  and  their  capital  four 
hundred  and  eighty-two  millions.  In  September,  1891,  the  circulation  had  fallen 
to  one  hundred  and  thirty-one  millions,  while  the  number  of  banks  had  risen  to 
3677  and  the  capital  to  six  hundred  and  seventy-seven  millions.  This  proves  that 
the  system  is  beneficial  and  is  approved  by  business  interests,  altogether  apart 
from  the  note-issuing  feature.  The  reason  why  is  not  far  to  seek.  The  public  have 
more  confidence  in  the  machinery  of  governmental  oversight  and  enforcement  of 
law,  under  the  national  system,  than  they  have  under  State  systems,  and  this  they 
will  continue  to  have  even  though  some  State  systems  are  as  good  or  better.  They 
know  that  the  national  system  is  uniform.  It  operates  in  the  same  way  in  Washing- 
ton City  aud  Washington  State  and  everywhere  between.  When  you  know  this 
law  and  the  decision  of  the  courts  under  it,  you  know  all  that  is  necessary.  If  you 
undertake  to  learn  and  keep  track  of  the  banking  laws  and  decisions  of  forty-four 
States  and  Terrritories,  you  will  find  your  task  a  heavy  one.  There  is  now  a  move- 
ment on  foot  to  secure  uniformity  of  law  in  the  States,  touching  the  marriage 
relation,  wills,  conveyances  of  land  and  some  other  things.  As  we  actually  have 
uniformity  of  law  on  the  subject  of  banking,  we  had  best  keep  it. 

HOW  TO  PRESERVE  THE  NATIONAL  SYSTEM. 

Although  note-issuing  is  not  a  necessary  part  of  the  business  of  banking,  it  is 
a  vastly  desirable  part.  As  has  been  shown,  it  is  a  device  for  saving  both  labor 
and  capital  in  effecting  exchanges  among  men.  Hence  we  may  assume  that  it  will 
sooner  or  later  supplant  the  present  costly  method  of  supplying  a  currency  by 
means  of  silver  bullion.  I  think  that  the  national  bank  note  can  be  preserved  and 
even  improved,  withont  bond  security,  by  a  slight  change  in  the  present  law,  viz.: 

Out  of  the  present  tax  on  bank  notes  constitute  a  safety  fund  to  be  lodged  in 
the  treasury,  the  amount  of  it  to  be  computed  by  actuaries,  taking  the  national 
bank  mortality  of  the  past  twenty-five  years  as  a  basis.  After  this  sum  is  reached, 
let  the  tax  go  into  the  treasury  of  the  United  States,  as  it  does  now,  as  a  part  of 
the  national  revenue.  Let  the  Government  continue,  as  now,  to  be  responsible  fcL* 
the  notes,  and  let  it  retain,  as  now,  a  first  lien  on  the  assets  of  failed  banks  and  on 
the  liability  of  the  shareholders. 

I  am  assuming,  of  course,  that  all  the  provisions  of  the  existing  law  except 
bond  security  are  retained  and  enforced,  so  that  the  ratio  of  bank  mortality  shall 
not  increase.  The  report  of  the  comptroller  of  the  currency  for  1891  shows  that 
there  have  been  164  national  bank  failures  since  the  system  first  went  into 
operation.  The  total  amount  of  circulating  notes  of  these  banks  outstanding  at 
the  time  of  the  failure  was  $16,209,160.  It  would  take  no  very  long  time  to 
collect  this  whole  sum  out  of  the  tax  on  national  bank  notes,  but  of  course,  only  a 
small  part  of  this  would  be  wanted  at  any  one  time.  This  sixteen  millions  of  failed 
bank  notes  was  all  that  the  whirligig  of  time  brought  in  from  April  14,  1865,  to 
October  14,  1891,  twenty-six  and  a  half  years.  Probably  a  safety  fund,  beginning 
with  $5,000,000,  and  replenished  from  time  to  time  out  of  the  proceeds  of  the  tax, 
would  be  ample.  But  suppose  it  were  not.  We  would  still  have  a  first  lien  on  the 
assets.  The  assets  of  these  164  failed  banks  realized  $44,606,561,  or  nearly  three 
times  the  amount  of  their  circulating  notes.  I  think  it  would  be  entirely  safe  for 
the  Government  to  continue  its  responsibility  for  the  notes  on  these  conditions. 
We  must  bear  in  mind  that  almost  all  the  banks  are  sound,  and  honestly  managed. 
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the  proportion  of  bad  ones  to  good  ones  being  as  164  to  3,677,  or  less  than  five 
per  cent.*  # 

Would  the  privilege  of  note-issuing  without  bond  security  tend  to  an  increase 
of  bank  failures?  Would  rascals  take  advantage  of  the  new  facilities  for  note- 
issuing  in  order  to  swindle  the  public?  This  is  an  important  question.  We  have 
been  so  accustomed  to  bond  security  for  bank  notes  that  we  have  lost  sight  of 
some  other  requirements  of  the  law,  of  equal  or  greater  importance.  One  of  these 
is  that  every  bank  must  have  a  paid-up  capital,  and  that  every  shareholder  shall  be 
liable  for  as  much  more  as  he  has  paid  in.  Moreover,  if  any  bank's  capital  is 
impaired  at  any  time,  it  must  be  made  good.  The  bona-fide  existence  of  the 
original  capital  and  the  restoration  of  it,  if  impaired,  are  secured  by  examinations 
by  public  officers.  Moreover,  no  bank  can  issue  notes  in  excess  of  ninety  per  cent, 
of  its  paid-in  capital.  Moreover,  every  bank  must  have  a  sum  equal  to  five  per 
-cent,  of  its  outstanding  notes  on  deposit  at  Washington  for  current  redemption 
purposes.  All  these  provisions  are  in  the  way  of  protection  to  the  note-holder,  and 
they  are  solid  provisions  too. 

We  can  now  answer  the  question  whether  the  suggested  change  in  the  national 
banking  act  will  serve  as  an  incentive  to  deliberate  swindling,  and  thus  increase 
the  amount  of  bank  mortality  over  and  above  the  experience  of  the  past  twenty-six 
years,  which  we  have  seen  is  less  than  five  per  cent.  I  think  that  five  per  cent,  of 
failed  bank  notes  can  always  be  provided  for  out  of  the  proposed  safety  fund,  with- 
out trenching  upon  the  assets  of  the  bank  or  the  added  liability  of  the  shareholders, 
although  I  would  retain  the  first  lien  on  the  same  which  the  Government  now 
holds  for  this  purpose.  I  do  not  believe  that  people  are  deliberately  going  to  risk 
100  per  cent,  of  their  own  capital  in  order  to  have  the  chance  of  cheating  to  the 
■extent  of  ninety  per  cent,  of  it,  and  running  the  risk  of  the  State  prison  besides. 
This  answers  the  question  whether  the  suggested  change  in  the  law  will  serve  as 
an  incentive  to  deliberate  swindling,  or  not.     I  think  that  the  law  will  be  enforced 

*  Since  the  foregoing  was  written,  more  precise  data  have  been  supplied  in  a  speech  made  by  the 
Hon.  A.  B.  Hepburn,  ex-comptrolier  of  the  currency,  from  figures  supplied  by  Mr.  Eckels,  the  present 
-comptroller,  as  follows : 

"Now  let  us  examine  our  own  experience  since  the  creation  of  the  National  banking  system.  I  am 
indebted  to  Comptroller  Eckels  for  the  following  figures  : 

Average  annual  circulation  of  National  banks,  1864  to  1894 $282,801,252 

Outstanding  circulation  of  failed  National  banks 17,819,541 

Cost  of  the  general  government  on  account  of  National  banks  as  shown  by  the  books 

of  this  office $7,610,169 

Additional  estimated  cost 7,732,914 

15,343,08? 

Tax  of  1-4  of  1  per  cent,  for  31  years 21,917,093 

Tax  of  1-5  of  1  per  cent,  for  31  years 17,533,674 

"  In  regard  to  which  he  says  in  reply  to  my  letter  : 

'These  figures  verify  your  conclusions  to  the  effect  that  a  tax  on  outstanding  circulation  of  on<;-fifth 
■of  one  per  cent,  would  have  repaid  the  cost  of  the  National  banks  to  the  general  government,  and  aluo  that 
a  tax  of  one-fourth  of  one  per  cent,  would  have  redeemed  the  notes  of  all  failed  National  banks,— in  fact,  a 
tax  of  two-fifths  of  one  per  cent,  would  have  been  ample  to  meet  both  the  cost  of  that  system  *tnd  the 
redemption  of  the  notes  of  failed  National  banks.11 

(Signed)  James  H.  Eckels,  Comptroller. 

"If  an  annual  tax  of  two-fifths  of  one  per  cent,  would  suffice  to  defray  all  expense  and  redeem  every 
note  of  every  failed  bank  for  the  past  ihirty-one  years,  a  five  per  cent,  guarantee  fund  is  certainly  ^mple  to 
•protect  the  government  against  loss  in  guaranteeing  the  redemption  of  notes  under  the  proposed  law.  But 
as  further  evidence  let  me  read  the  following  letter  from  Comptroller  Eckels  : 

'  September  27th,  1894. 

'  In  further  answer  to  your  letter  of  September  13,  you  are  respectfully  advised  that  the  loss  to  the 
general  government  on  account  of  circulation  of  failed  National  banks,  up  to  January  1st,  1894,  had  there 
been  no  bond  deposit,  would  have  been  $1,119,253.  Of  this  amount  $958,247  represents  the  loss  by  banks 
whose  trusts  are  still  open  and  may  pay  further  dividends,  thus  reducing  the  amount  last  named.  The 
tables  showing  the  full  amount  of  dividends  paid  by  all  failed  National  banks  are  not  yet  completed,  but  an 
examination  of  the  accounts  of  each  trust  develops  the  fact  that  there  would  have  been  no  loss  on  circula- 
tion other  than  above  indicated.    This  statement  applies  to  all  failures  down  to  January  1, 1894. 

#  (Signed)  James  II.  Eckels,  Comptroller.' 

"Under  present  laws  the  government  is  bound  to  redeem  all  notes  of  all  failed  banks,  and  is  given  a 
prior  lien  upon  the  assets  of  the  failed  banks  to  reimburse  such  payment.  With  this  law  in  force  and 
without  bonds  to  secure  circulation,  the  government  would,  during  this  thirty-one  years,  have  lost  not 
exceeding  $1,139,253.  An  annual  tax  of  tbree-hundredths  of  one  per  cent.,  upon  circulation,  would  have 
covered  this  loss.  Surely,  a  five  per  cent,  guarantee  fund  will  make  the  notes  proposed  in  this  plan 
perfectly  secure." 
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as  well  and  as  thoroughly  in  the  future  as  it  has  been  in  the  past,  probably  more 
so,  since  each  bank  failure  teaches  the  comptroller's  office  some  lesson.  We  ought 
not  to  stand  shivering  ov?r  the  approaching  wreck  of  the  national  bank-note 
system.  Those  who  think  that  it  ought  to  be  preserved  should  be  willing  to  try 
some  experiments.  This  world  is  not  made  up  principally  of  cheats  and  rascals. 
The  preponderance  of  honest  and  capable  men  in  the  banking  business,  as  we  can 
prove,  is  more  than  ninety-five  per  cent.  But  if  worst  comes  to  worst — if  bank 
mortality  should  increase  under  the  proposed  change — Congress  is  always  at  hard 
to  make  needed  amendments  to  the  law.     Wisdom  will  not  die  with  us. 

THE  SAFETY-FUND  PRINCIPLE. 

The  safety-fund  principle  is  no  new  one  in  our  history.  It  was  adopted  in  New 
York  as  long  ago  as  1829.  Each  bank  was  required  by  law  to  pay  to  the  State 
Treasurer  one-half  per  cent,  on  its  stock  until  three  per  cent,  is  accumulated.  By 
some  mistake  or  accident  in  framing  the  law,  the  safety-fund  Avas  made  applicable 
to  the  payment  of  all  the  debts  of  failed  banks  instead  of  the  circulating  notes 
only.  The  preliminary  discussion  shows  that  the  intention  was  to  protect  the 
noteholders  only.  The  contributions  to  the  fund  began  in  1831.  In  1835  the 
number  of  safety-fund  banks  was  seventy-six,  with  a  circulation  of  $14,000,000. 
The  amount  in  the  safety  fund  was  $400,000.  During  the  first  twelve  years  of  its 
operation  no  safety-fund  bank  failed,  and  the  fund  was  not  drawn  upon,  for  although 
the  panic  of  1837  had  supervened,  the  suspension  of  specie  payments  was  legalized 
for  one  year,  at  the  end  of  which  time  all  the  banks  resumed.  In  1841  six  safety 
fund  banks  failed,  there  being  ninety  contributing  banks  at  that  time  and  $841,000 
in  the  fund.  Then  the  mistake  of  making  the  fund  applicable  to  all  the  liabilities 
of  the  failed  banks,  instead  of  confining  it  to  circulating  notes,  was  discovered. 
Litigation  and  injunctions,  delay  and  consequent  depreciation  of  notes  followed, 
which  we  have  not  time  to  recapitulate.  They  have  been  carefully  compiled  by 
the  late  John  Jay  Knox.*  The  upshot  is  that  if  the  safety-fund  had  been  applicable 
only  to  the  circulating  notes,  it  would  have  redeemed  every  failed  bank  note  during 
the  twenty-five  years  that  the  system  lasted.  Millard  Fillmore,  who  was  comp- 
troller of  the  State  in  1848,  gives,  in  his  report  of  that  year,  the  exact  figures  up 
to  that  time.  He  shows  that  the  contributions  to  the  safety-fund  had  been 
$1,876,063  and  the  notes  of  the  failed  banks  $1,548,558,  leaving  a  surplus  of  $327,505 
as  against  circulation.  This  is  perhaps  the  most  pregnant  fact  in  the  history  of 
banking  in  this  country.  The  safety-fund  system  and  the  bond-security  system 
ran  side  by  side  with  each  other  in  New  York  for  nearly  a  quarter  of  a  century, 
with  comparative  results  decidedly  in  favor  of  the  former.  Comptroller  Flagg,  in 
his  report  for  the  year  1846,  says :  "la  the  security  of  the  public  under  each 
system,  our  experience  in  the  failure  of  ten  safety-fund  banks,  and  about  three 
times  as  many  of  free  banks,  proves  that  the  contributions  of  one-half  of  one  per 
cent,  annually  on  the  capital  of  the  safety-fund  banks  have  thus  far  afforded  as 
much  protection  as  the  deposit  with  the  comptroller  by  the  free  banks  of  a  sum 
nominally  equal  to  all  the  bills  issued  by  them.  It  will  be  seen  by  reference  to  a 
statement  under  the  head  of  insolvent  free  banks,  that  the  loss  to  billholders,  on 
the  supposition  that  all  the  securities  had  been  stocks  of  this  State,  and  bonds  and 
mortgages,  would  have  been  over  sixteen  per  cent.,  while  the  actual  loss  has  been 
nearly  thirty-nine  per  cent."  The  constitution  of  New  York,  adopted  in  1846, 
makes  noteholders  preferred  creditors  of  all  failed  banks.  It  may  be  remarked 
here  that  this  preference  of  the  claims  of  noteholders  upon  the  assets  of  failed 
banks  has  become  an  axiom  in  banking  law  and  science,  and  is  no  longer  called  in 
question. 

The  late  Mr.  Knox,  whose  authority  is  far  greater  than  mine  on  any  banking 

*  See  Rhodes'1  Journal  of  Banking,  April,  1892. 
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question,  argued  in  his  report  as  comptroller  of  the  currency  for  1882,  against  the 
safety-fund  plan  and  all  other  plans  for  keeping  the  national  bank  note  system 
alive  without  bond  security.  I  mention  this  lest  I  may  seem  to  have  overlooked 
it.  Mr.  Knox  changed  his  mind  on  this  subject  completely  a  few  years  before  his 
death,  as  he  told  me  and  others. 

It  is  proper,  nevertheless,  to  notice  one  of  the  arguments  in  his  1882  report,  viz.: 
That  although  the  assets  of  failed  banks  when  taken  together  are  ample  to 
reimburse  the  Government  for  the  redemption  of  failed  bank  notes,  yet  some  bank 
failures  are  worse  than  others,  and  some  of  them  would  leave  hardly  anything  in 
the  way  of  assets.  Of  course,  we  could  not  make  good  the  deficit  of  one  bank  with 
the  excess  of  others.  The  State  of  New  York  once  had  a  similar  difficulty  to  deal 
with.  When  she  discovered  that  the  blundering  legislation  of  1829  had  left  a 
shortage  in  the  safety-fund,  she  made  it  good  by  an  issue  of  her  own  bonds  and 
reimbursed  herself  out  of  the  safety-fund  when  subsequently  replenished.  The 
National  Government  could  do  the  same,  and  having  the  taxing  power  always  in 
hand  would  not  need  to  wait  long  for  reimbursement.  For  Mr.  Knox's  later  views, 
see  an  officially  published  "Interview  between  the  Committee  on  Banking  and 
Currency  of  the  House  of  Representatives  and  John  Jay  Knox,  on  the  16th  day  of 
January,  1890,"  page  14. 

The  comptroller  of  the  currency  in  his  last  report  recommends  an  extension  of 
the  present  bonded  debt  of  the  United  States  for  twenty,  thirty  and  forty  years 
beyond  its  present  term  at  two  per  cent,  interest  for  the  purpose  of  continuing  the 
national  bank  notes.  There  are  serious  objections  to  this  plan  from  political  and 
economical  points  of  view,  but  an  equally  serious  one  from  the  banking  point  of 
view  is  that  it  is  inadequate.  If  carried  out,  it  would  leave  the  banks  just  where 
they  are  now.  There  is  no  profit  in  banking  on  a  two  per  cent.  bond.  The  present 
marasmus  would  be  continued  indefinitely.  We  hope  for  something  better.  We 
ought  to  strive  for  a  system  that  will  be  really  elastic  and  responsive  to  the  wants 
of  trade.  The  present  system  is  as  stiff  as  a  rani's  horn  and'  almost  as  crooked. 
One  popular  argument  brought  against  the  national  banking  system  is  that  in 
order  to  get  $00  of  circulation  we  must  first  withdraw  $100  from  the  community. 
This  is  a  valid  criticism  as  regards  the  localities  not  provided,  or  inadequately 
provided,  with  banks. 

An  objection  may  be  raised  in  reference  to  the  source  of  the  proposed  safety 
fund.  This  source  is  the  present  tax  on  national  bank  notes.  It  may  be  said,  on 
the  one  hand,  that  this  is  a  part  of  the  national  revenue  and  that  it  cannot  be 
spared,  and  on  the  other  hand,  that  if  it  can  be  spared  it  ought  to  be  repealed.  In 
answer  to  the  latter  objection  I  venture  to  say  that  this  tax  never  will  be  repealed 
until  some  way  is  found  to  carry  on  government  without  revenue.  Moreover  it 
ought  not  to  be  repealed.  As  regards  the  Government's  need  of  this  particular 
item  of  revenue :  The  tax  for  the  fiscal  year  1891  amounted  to  $1,216,104— a  very 
small  amount  in  the  sum  total  of  Government  receipts,  but  I  agree  that  at  the 
present  time  the  treasury  needs  to  look  after  its  sixpences.  This  tax  is  one  per 
cent,  per  annum  on  circulation.  If  the  requirement  of  low  interest  bond  security 
were  relaxed,  the  tax  might  be  doubled  without  harm  or  injustice.  We  have  seen 
that  the  Government  of  England  exacts  two  per  cent,  interest  or  tax  from  the 
bank  on  all  fiduciary  note  issues  over  and  above  the  original  £14,000,000.  But  if 
such  a  tax  should  be  really  oppressive  under  the  new  conditions,  the  excess  would 
be  remitted  as  soon  as  the  safety  fund  had  reached  the  required  limit. 

I  should  consider  it  indispensable  that  the  Government  should  continue  to  be, 
as  it  is  now,  responsible  for  the  note  issues.  I  think  that  any  government, 
National  or  State,  should  be  responsible  for  everything  that  it  allows  to  circulate 
as  money.  A  .*ight  step  in  this  regard  was  taken  in  the  Silver-Purchase  Act  of 
July  14,  1890,  which  makes  the  Government  responsible  for  the  redemption  of  the 
silver  notes  in  gold.     True,  this  act  is  only  declaratory  of  the  policy  of  the  United 
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States,  but  it  is  mandatory  upon  any  honest  secretary  of  the  treasury,  and  I  venture 
to  say  will  never  be  departed  from. 

BANK-NOTE  INFLATION. 

The  question  may  be  asked,  what  is  to  be  the  limit  to  national  bank  notes 
issued  in  this  way  ?  At  present  the  limit  is  fixed  by  the  deposited  securities. 
What  guarantee  shall  we  have  against  currency  inflation,  if  currency  can  be  had 
on  such  cheap  terms?  The  answer  is  that  the  law  now  limits  the  circulation  of 
banks  to  ninety  per  cent,  of  the  paid  in  capital  of  the  smaller  ones,  and  to  eighty, 
seventy-five  and  sixty  per  cent,  of  the  larger  ones.  We  do  not  propose  to  alter 
that,  although  we  have  seen  that  the  State  Bank  of  Indiana  was  allowed  to  issue 
notes  to  the  amount  of  double  its  capital,  and  the  banks  of  Louisiana  could  issue 
without  any  limit  at  all,  and  that  these  institutions  were  almost  the  only  ones  in 
the  country  that  did  not  suspend  in  the  panic  of  1857.  There  is  hardly  time  to  go 
into  an  argument  to  show  that  there  can  be  no  such  thing,  under  modern  condi- 
tions, as  bank-note  inflation  on  a  gold  basis.  I  might  quote  many  authorities  on 
this  point,  but  I  will  refer  you  to  the  latest  treatise  on  banking,  and  one  of  the  best 
I  am  acquainted  with— that  of  Professor  Dunbar.  This  author  shows  in  simple 
language,  and  with  illustrations  that  anybody  can  understand,  that  a  bank  is 
powerless  either  to  put  out  notes  or  to  keep  them  out.  That  power  resides  exclu- 
sively in  the  hands  of  those  who  hold  checks  on  the  bank  and  have  the  right  to 
draw  money  from  it.  What  is  called  bank-note  inflation  is  a  consequence  and  not 
a  cause  of  general  inflation.  You  all  remember,  doubtless,  the  commercial  crisis 
of  1873,  and  if  you  do,  you  remember  that  the  requirement  of  bond  security  for 
bank  notes  did  not  prevent  it  from  being  one  of  the  most  disastrous  panics  in  our 
history. 

CONCLUSION. 

If  the  plan  here  sketched,  or  something  like  it,  should  be  adopted,  there  would 
be  no  need  of  State  bank  notes,  since  every  facility  that  a  State  could  grant  for  the 
issue  of  a  sound  and  safe  currency  would  be  granted  by  the  National  Government. 
I  take  it  that  nobody  is  in  favor  of  an  unsound  or  unsafe  currency.  I  feel  sure  that 
any  political  party  which  fathers  an  unsound  or  unsafe  currency  will  be  severely 
dealt  with  at  the  polls.  I  know  that  there  is  a  deep-seated  prejudice  against 
national  banks,  but  that  prejudice  grows  out  of  a  belief  that  the  banks  draw  inter- 
est on  the  bonds  and  on  the  notes  at  the  same  time,  and  thus  make  a  double  profit. 
It  cannot  exist  if  there  are  no  bonds  there,  but  if,  in  place  thereof,  each  bank  is 
required  to  contribute  to  a  safety  fund.  Probably  such  a  measure  would  put  an 
end  to  silver  purchases,  since  there  could  no  longer  be  any  apprehension  or  pretence 
of  a  shortage  of  currency.  The  danger  of  free  coinage  of  silver  has,  in  my  judg- 
ment, passed  away,  notwithstanding  some  mutterings  on  the  horizon,  leaving 
nothing  but  the  Purchase  Act  as  a  disturbing  element. 

In  conclusion,  gentlemen,  I  remark  that  you  have  got  to  do  something.  Time  is 
running  on.  The  national-bank  system  is  running  out,  and  nothing  is  taking  its 
place.  Every  instructed  person  knows  that  governments  have  no  facilities  for  fur- 
nishing money  to  their  people,  and  ought  never  to  do  such  a  thing,  and  never  can 
do  so  without  producing  mischief.  All  the  financial  heresies  of  the  past  quarter  of 
a  century  have  had  their  origin  in  the  Legal  Tender  Act  of  1862.  This  has  been 
the  parent  of  an  unnumbered  progeny  of  wrong  ideas.  To  give  a  history  of  all  the 
bad  monetary  conceits  that  have  been  enacted  into  law,  or  are  waiting  to  be 
enacted,  or  have  been  killed  or  temporarily  stunned  during  the  past  quarter  of  a 
century,  would  take  more  time  than  we  have  at  our  disposal.  The  largest  part  of 
my  work  as  a  journalist  during  that  period  has  consisted  in  clubbing  financial  here- 
sies which  have  had  their  root  in  the  Legal  Tender  Act,  and  would  otherwise  never 
have  existed. 
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Before  Taking. 

"  The  general  assembly  may  incorporate  one  hank- 
ing company,  and  no  more,  to  be  in  operation  at 
one  time.  *  *  The  capital  stock  of  the  bank  to 
be  incorporated  shall  never  exceed  $5,000,000.  at  least 
one-half  of  Which  shall  be  reserved  for  the  use  of  the 
State.   —  Constitution  op  Missouri,  1820. 

"  One  State  bank  may  be  established,  with  such 
number  of  branches  as  the  general  assembly  may, 
from  time  to  time,  deem  expedient  *  *  At  least 
two-fifths  of  the  capital  stock  shall  be  reserved  for 
the  State."  -Constitution  or  Alabama,  1819. 

"  The  general  assembly  may  incorporate  one  State 
bank,  with  such  amount  of  capi'al  as  may  be  deemed 
necessary,  and  such  number  of  branches  as  may  be 
required  for  the  public  convenience,  tvhich  shall 
become  the  repository  of  the  funds  belonging  to  or 
under  the  control  of  the  State  f  and  shall  be  required 
to  loan  them  out  throughout  the  Stale,  and  in  each 
county  in  proportion  to  representation."— Constitu- 
tion op  Arkansas,  1836. 

"  No  bank  shall  be  incorporated  by  the  legislature 
without  the  reservation  of  a  right  to  subscribe  for, 
in  behalf  of  the  State,  at  least  one-fourth  part  of  the 
capital  stock  thereof,  and  the  appointment  of  a  pro- 
portion of  the  directors  equal  to  the  stock  subscribed 
for."— Constitution  op  Mississippi,  1817. 


After  Taking. 

"  No.  State  bank  shall  hereafter  be  created,  nor 
shall  the  State  own  or  be  liable  for  any  stock  in  any 
corporation  or  joint-stock  company,  or  association 
for  banking  purposes  now  created,  or  hereafter  to 
be  created."— Constitution  op  Missouri,  1875. 

"  The  Stale  shall  not  be  a  stockholder  in  any  bank, 
nor  shall  the  credit  of  the  State  ever  be  given  or 
loaned  to  any  banking  company,  or  association,  or 
corporation." — Constitution  op  Alabama,  1867. 

"  No  bank  or  banking  institution  shall  be  hereafter 
incorporated  or  established  in  this  State."— Consti- 
tutional Amendment  of  1846 

"  Neither  the  State  nor  any  city,  county,  town,  or 
other  municipality  in  this  State  shall  ever  loan  its 
credit  for  any  purpose  whatever."— Constitution 
of  Arkansas,  1874. 


"  The  credit  of  the  State  shall  not  be  pledged  or 
loaned  in  aid  of  any  person,  association,  or  corpora- 
tion; nor  shall  the  State  hereafter  become  a  stock- 
holder in  any  corporation  or  association."— Con- 
stitution of  Mississippi,  1868. 
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STATES   AS    BANKERS, 


CLASSES  OF  INSTITUTIONS  COMPRISED. 

It  is  intended  in  this  sketch  to  describe  not  the  general  classes  of  banks  which 
in  recent  discussions  have  ordinarily  been  termed  "  State  Banks,"  but  only  those 
in  which  the  State  was  interested  either  as  the  principal  stockholder,  or  through 
having  a  part  in  their  management,  or  those  which,  acting  as  the  fiscal  agent  of  the 
State,  were  given  so  much  prestige  as  to  be  considered  State  institutions,  when 
contrasted  with  other  banks  less  favored. 

It  is  evident  that  no  hard  and  fast  line  of  classification  can  be  drawn.  Doubt- 
less some  of  the  institutions  here  included  might  very  properly  have  been  left  for 
description  elsewhere  ;  and  on  the  other  hand,  there  are  other  institutions  in  which 
the  interest  of  the  State  was  such  that  they  might  not  improperly  have  been  in- 
cluded. Interesting  as  may  be  the  question  of  State  investments  in  banking  cor- 
porations, such  investments  alone,  where  not  sufficient  to  cause  the  State  interests 
to  dominate  the  control  of  the  bank,  have  not  been  considered  as  sufficient  to 
warrant  mention  here. 

COLONIAL  EXAMPLES. 

The  few  instances  here  given  of  the  connections  of  the  colonies  with  the  business 
of  banking  among  their  citizens  are  interesting  as  being  the  forerunners  of  the 
later  State  institutions  which  are  hereafter  described  ;  and  if  they  seem  to  partake 
more  of  the  nature  of  issues  of  fiat  currency  than  of  banking,  it  must  be  remember- 
ed, first,  that  they  are  in  fact  merely  the  few  instances  of  such  issues  in  the  various 
colonies  which  were  placed  upon  a  banking  basis  ;  and  second,  that  banking  as  such 
had  then  hardly  made  an  impression  upon  the  business  world. 

It  must  not  be  understood  that  the  instances  here  cited  are  intended  as  a 
summary  of  the  issues  of  paper  money  by  the  colonies.  Several  of  the  others 
issued  paper  money  at  different  times,  and  several  of  the  colonies  named  below 
issued  currency  on  other  occasions  than  those  cited  here.  But  the  operations  to 
which  attention  is  here  directed  are  those  which  partook  of  the  nature  of  banking, 
the  notes  being  loaned  out  in  various  ways  within  the  colony — chiefly  upon  landed 
security — and  not  used,  as  in  other  cases,  to  defray  the  expenses  of  the  colonial 
governments. 

Massachusetts  in  1714  issued  £50,000  in  bills,  which  were  put  in  the  hands  of  five 
trustees  and  loaned  out  in  sums  of  from  £50  to  £500,  "  at  five  per  cent,  on  safe  mort- 
gages on  real  estate,  one-fifth  part  of  the  principal  payable  each  year."  Though 
the  period  of  the  loans  was  thus  restricted  to  five  years,  they  seem  to  have  been 
renewable,  and  some  of  them  were  out  over  thirty  years.  The  income  was  to  be 
vised  to  meet  public  expenses.  This  loan  was  authorized  for  the  purpose  of  frustrat- 
ing "  a  scheme  for  establishing  a  fund  or  bank  of  credit  upon  a  land  security  "  at 
that  time  projected  by  individuals  in  the  colony. 

An  additional  loan  of  £100,000  was  ordered  in  1716.  "  This  amount  was  com- 
mitted to  the  care  of  county  Trustees  ;  was  proportioned  to  each  county  according 
to  its  tax  :  secured  by  mortgaged  estates  of  double  the  value  of  the  sum  borrowed, 
each  loan  not  exceeding  £500  nor  under  £25,  for  ten  years  at  five  per  cent.,  paid 
annually.  The  profits  to  help  pay  for  the  expenses  of  government,  and  the  bills  to 
be  returned  at  the  end  of  this  period  and  burnt.  Frequent  litigations  subsequently 
arose  in  the  settlement  of  the  mortgages  for  this  money.  A  speedy  result  of  this 
emission  was  to  depreciate  the  paper  currency  by  raising  silver  to  12s.  the  oz."  f 

In  1721  a  further  issue  of  £50,000  upon  practically  the  same  terms  was  loaned 
out. 

Bhode  Island.  In  1715  there  was  emitted  what  was  called  the  First  Bank  of 
£40,000.  The  bills  were  issued  by  the  colony  and  loaned  out  to  inhabitants 
at  5  per  cent,  interest,  for  a  period  of  ten  years,  on  real  estate  security.  In 
May,  1721,  a  second  bank  ot  £40,000  was  issued  and  loaned  out  like  the  first, 
except  that  the  period  of  the  loan  was  but  five  years,  which  was  afterwards 
extended  to  thirteen  years.     Other  banks  continued  to  be  issued  from  time  to  time, 

*  The  writer  acknowledges  spe cial  indebtedness  to  the  following  sources,  of  which  free  use  has  been 
Blade  in  the  preparation  of  this  pamphlet : 

J.  J.  Knox,  History  of  Banking  in  the  United  States,  in  Rhodes'1  Journal  of  Banking,  1892. 

R.  T.  Durrett,  Early  Banking  in  Kentucky,  in  Proceedings  of  Kentucky  Bankers'  Association,  1892. 

Lyman  J.  Gage,  Banks  and  Banking  in  Illinois,  in  World's  Congress  of  Bankers  and  Financiers,  1893, 

J.  H.  Fitts.  Sketch  of  the  State  Bank  of  A  labama,  in  Proceedings  of  Alabama  Bankers'1  Association,  1891. 

Geo.  B.  Reed,  Sketch  of  the  Early  History  of  Banking  in  Vermont,  1879. 
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in  addition  to  which  there  were  occasional  issues  for  the  relief  of  the  treasury 
which  were  not  loaned  out  as  were  the  "  banks." 

Pennsylvania  in  1723,  issued  15,000  pounds,  which  was  loaned  out  at  five  per 
cent,  upon  landed  security  or  upon  plate  deposited  in  the  loan  office  ;  the  bills  were 
made  a  legal  tender,  and  their  gradual  reduction  provided  for  by  enacting  that  one- 
eighth  of  the  principal  as  well  as  the  whole  of  the  interest  should  be  paid  annually. 
They  seem  to  have  maintained  their  value  much  better  than  the  most  of  the 
colonial  issues. 

New  Jersey.  Here  may  be  found  instances  of  the  "loan  banks"  issued  on  the 
pattern  of  Rhode  Island  and  Pennsylvania. 

Georgia  also,  between  1'55  and  1760  issued  a  small  amount  of  circulation  under 
the  loan  bank  scheme.  In  1760,  and  even  as  late  as  1786,  further  issues  of  the  same 
kind  were  authorized. 

South  Carolina,  in  order  to  defray  the  expenses  of  an  expedition  against  the 
Tuscaroras,  and  to  accommodate  domestic  trade,  in  1712  established  a  public  Bank, 
and  issued  £48,000  in  bills  of  credit  called  Bank  bills,  to  be  lent  out  on  interest 
on  landed  and  personal  security,  and  to  be  sunk  gradually  at  the  rate  of  £1,000- 
a  year.  Soon  after  the  emission  of  these  Bank  bills  the  rate  of  exchange  and  the 
price  of  produce  rose,  advancing  in  the  first  year  to  150,  and  in  the  second  year  to- 
200  per  cent.  In  1736  a  further  emission  of  £210,000,  to  be  loaned  at  8  per  cent., 
took  place.     By  1740  exchange  on  London  had  risen  to  800:100. 

STATE  EXPERIENCE. 
Vermont. 

In  1806,  after  repeated  unsuccessful  attempts  on  the  part  of  individuals  to- 
secure  the  incorporation  of  a  bank,  the  Legislature  (for  the  purpose  of  superseding 
private  applications  and,  as  was  supposed,  securing  to  the  State  the  whole  profits- 
of  banking)  created  the  Vermont  State  Bank,  with  one  branch  at  Woodstock  -and 
another  at  Middlebury.  The  first  section  enacts  that  "  all  the  stock  in  said  bank, 
and  all  the  profits  arising.therefrom,  shall  be  the  property  of  this  State,  and  be 
under  the  sole  direction  and  disposal  of  the  Legislature  of  this  State  forever."  The 
bank  was  to  be  managed  by  13  directors  chosen  by  the  Legislature — six  on  each 
side  of  the  mountain — attached  to  the  branch  in  their  respective  sections — and  one 
at  large.  The  directors  chose  from  among  their  number  the  president,  who  signed 
all  the  bills  and  was  ex  officio  a  director  of  each  branch. 

Discretionary  power  was  given  to  the  branches  to  borrow  money,  each  on  its 
own  credit,  but  at  an  interest  not  exceeding  six  per  cent.;  and  no  bills  were  to  be 
issued  at  either  branch  in  excess  of  the  specie  on  hand  until  that  should  amount  at 
such  branch  to  $25,000 ;  after  which  it  was  authorized  to  issue  not  exceeding  three 
times  the  amount  of  specie  until  it  amounted  to  $300,000.  The  treasurer  of  the 
State  advanced  about  $500  to  buy  plates  and  paper,  which  seems  to  have  been  the 
extent  of  the  actual  capitalization  of  the  institution.  The  manner  in  which  the 
bank  went  into  operation  seems  to  have  been  by  exchanges  of  specie  for  notes, 
dollar  for  dollar,  made  by  prospective  borrowers  until  the  required  $25,000  specie 
was  obtained,  and  then  loans  were  made  in  the  bills  of  the  bank  to  those  persons — 
in  several  instances  with  the  understanding  that  the  borrower  should  keep  in  bank 
or  market  a  fund  sufficient  for  the  redemption  of  the  bills  taken  by  him. 

In  their  first  report  to  the  Legislature,  in  1807,  the  Directors  state  that  they 
commenced  the  issue  of  bills  in  February,  and  by  Sept.  30th  there  was  due  the  bank 
$139,757.23  The  bills  were  of  the  denominations  of  50c,  75c,  $1.00,  $1.25,  $1.50, 
$1.75,  $2.00  and  $5.0<>.  This  report  closes  with  the  following:  "The  obstacles 
which  were  inseparable  from  an  institution  established  on  principles  hitherto  un- 
attempted  in  the  banking  system  have  been  happily  surmounted  and  the  practic- 
ability of  those  principles  established.  The  high  credit  and  extensive  circulation 
of  our  bills,  we  trust,  are  sufficient  to  inspire  the  public  confidence,  and  to  insure 
a  continuance  of  their  patronage.  Under  the  fostering  care  of  the  Legislature,  we 
are  induced  to  believe  that  this  institution  may  become  highly  conducive  to  the 
convenience  of  the  citizens,  and  a  productive  source  of  revenue  to  the  State." 

The  scheme  worked  so  well  at  the  outset  that  in  1807  two  other  branches  were 
established — one  at  Burlington  and  the  other  at  Westminster — and  three  of  the 
directors  assigned  to  each.  To  give  confidence  to  the  holders  of  the  bills,  the 
treasurer  was  directed  to  deposit  in  the  branches  all  the  funds  of  the  State,  which, 
in  fact,  consisted  almost  exclusively  of  the  annual  taxes  for  the  support  of  the 
State  government ;  and  provision  was  made  that  if  any  person  recovered  judgment 
against  the  bank,  the  court  rendering' the  same  was  empowered  to  draw  for  the 
amount,  in  favor  of  the  plaintiff,  on  the  State  treasury.  By  these  enactments  the 
credit  of  the  State  became  fully  pledged  for  the  redemption  of  the  bills  of  the  bank, 
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which  seem  to  have  had  about  the  same  freedom  of  circulation  as  the  notes  of  other 
incorporated  banks  in  the  interior  of  New  England.  But  having  in  other  respects 
no  real  capital,  it  was  soon  found  that  the  bank  was  in  danger  of  suffering  from  the 
want  of  punctuality  on  the  part  of  debtors,  and  the  slow  process  of  collections  in 
the  ordinary  course  of  law  ;  to  remedy  which,  in  1809,  the  cashiers  were  virtually 
constituted  a  court  of  record  and  authorized  to  enter  up  judgment  summarily  and 
issue  execution  on  all  debts  due  more  than  three  days  to  their  respective  branches. 

In  1810  the  State  government  found  further  cause  for  alarm,  and  restricted  the 
loans  to  twice  the  amount  of  specie  on  hand,  and  in  no  case  to  exceed  $1,000  to  any 
one  person  or  company  ;  and  the  directors  were  ordered  to  report  the  names  of  all 
delinquent  debtors,  and  publish  in  the  newspapers  the  names  of  such  as  were  in 
default  more  than  eight  months.  The  bills  were  also  made  a  legal  tender  for  taxes 
and  in  redemption  of  property  sold  for  non-payment  of  taxes.  All  this  availed 
nothing,  however ;  neighboring  banks  were  failing,  or  fast  becoming  bankrupt ; 
and  in  1811  the  Assembly  prohibited  the  reception  of  the  bills  of  other  banks  in 
payments  to  the  State,  and  appointed  a  committee  to  inspect  the  condition  of  the 
State  bank,  which  was  evidently  in  a  fair  way  to  follow  the  foreign  banks  into  a 
state  of  insolvency.     One  of  the  branches  had  already  been  closed. 

In  1812  a  land  tax  was  assessed  upon  the  State  of  one  cent  per  acre  for  the 
purpose  of  raising  funds  with  which  to  redeem  the  bills  of  the  bank,  the  affairs  of 
which  were  then  closed  as  speedily  as  possible.  The  amount  of  loss  to  the  State 
treasury  was  never  definitely  #  ascertained.  All  other  creditors  of  the  bank  were 
paid  in  full.  About  $280,000  bf  the  bills  received  by  the  treasurer  of  the  State 
were  never  redeemed  by  the  bank — viz.:  $130,000  received  in  payment  of  taxes 
prior  to  the  imposition  of  the  land  tax,  and  about  $100,000  raised  by  the  land  tax 
lor  the  redemption  of  such  as  were  then  outstanding.  The  assets  of  the  bank  were 
reported  as  being  available  for  about  $30,000  ;  but  whether  more  or  less  was 
realized  is  not  apparent.  Accepting  this  estimate,  it  would  seem  that  the  State 
lost  about  $200,000  on  the  venture. 

From  the  following  statements  of  the  condition  of  the  bank  upon  different 
dates,  much  can  be  gathered  as  to  the  gradual  winding  up  of  the  institution  :  * 


OCTOBER,  1808. 


Notes  discounted $429,893  89 

State  orders,  accounts  and  receipts 70,235  99 

€oin,  U.  S.  bills,  and  deposited  in  Boston  187,592  12 

$687,722  00 


Bills  in  circulation $548,305 

Checks,  etc.,  outstanding 49,227 

Due  the  State  Treasurer 79,016 

Profits  ....„ 11.171 


$687,722  00 
Of 
to 


Up  to  September  30,  1809,  bills  to  the  amount  of  $760,825.50  had  been  issued, 
which  $404,599.75  were  still  in  circulation.  The  profits  at  that  time  amounted 
$22,412.48. 

1810. 

Bills  in  circulation $211,831 

Checks  outstanding 57,537 

Contingent  expenses 2,951 

Profits 33,066 

$305,386  44 


Notes  discounted $290,464  55 

Bills  of  other  branches 12,425  75 

Specie 2,496  14 


00 


19 

$305,386  44 


1811. 


Notes  discounted $145,313  21 

Land  taken  on  execution 9,550  14 

Specie 3,046  24 

Bills  of  other  branches,  etc 8,731  42 


$166,641  01 


Bills  in  circulation $94,932  40 

Checks  outstanding 26,939  40 

Profits 44,769  11 


$166,641  01 


1812. 


Notes  discounted 

Lands  taken  on  execution. , 
Bills  of  other  branches 

Specie 

State  orders , 


Bills  of  broken  banks $3,052  00 

Expenses  from  the  first 27,176  80 

Paid  interest  on  deposits  . . .   10,214  12 
Unaccounted  for 13,680  39 


$95,418  80 

11,062  20 

7,753  75 

G,90t  £0 

227  66 

$121,366  71 


Bills  in  circulation $78,431  75 

Bank  checks  outstanding 30,465  70 

$108,897  45 
Received  in  discounts,  interest  and  prem- 
iums from  the  first 66,592  57 

$175,400  03 


$175,490  02 

1813. 

Bank  committee  reported  that  on  October  11th  there  were  bills  of  the  bank 
unredeemed  outstanding  amounting  to  $66,522.25  ;  of  which  sum  the  State  treasurer 

*  Geo.  B.  Reed  :  Sketch  of  the  Early  History  of  Banking  in  Vermont,  1879. 
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held  nearly  half.     The  specie  and  current  bills  on  hand  in  the  bank  at  the  sam% 
time  amounted  to  $2,671.07. 

1814. 

Bills  in  circulation $58,680  00 

Bank  checks  outstanding  (supposed) 4,500  Oft 

$63,180  00 

Of  which  sum  the  State  Treasurer  had  on  deposit  in  bills $39,255  25 

And  in  checks 3,300  00      42,555  25 

Outstanding $20,624  75 

The  property  belonging  to  the  bank,  consisting  of  bonds  and  debts  due,  amounted  to $77,550  00 

1822. 
The  property  of  the  bank  in  1822  consisted  of  : 

Lands  and  farms  in  several  towns  of  the  State  taken  on  execution,  at $21,685  00 

Notes 9,263  94 

Notes  doubtful  and  bad 9,161  40 

$40,110  3* 

The  State  had  redeemed  all  of  the  outstanding  bills  and  checks  of  the  bank, 
receiving  them  in  payment  for  taxes.  The  affairs  of  the  bank  were  not  all  settled 
up  until  about  the  year  1845. 

Kentucky. 

The  second  State  which  really  ventured  so  far  into  the  field  now  under  dis- 
cussion as  to  inaugurate  under  its  own  auspices  a  fully  equipped  banking  institu- 
tion was  Kentucky. 

For  ten  years  after  the  admission  of  Kentucky  into  the  Union,  there  was 
nothing  within  its  limits  that  would  answer  to  the  name  of  banking.  In  1802, 
however,  a  charter  was  granted  to  the  Kentucky  Insurance  Company  which 
carried  with  it  the  right  to  issue  notes  payable  to  bearer.  The  company  did  a 
large  and  very  profitable  banking  business,  the  success  of  which  led  four  years 
later  to  the  favorable  reception  by  the  Legislature  of  a  proposition  to  charter  a 
bank,  professedly  such.  The  result  was  the  incorporation  of  the  first  or  old  Bank 
of  Kentucky,  December  27,  1806. 

"  The  capital  stock  was  fixed  at  $1,000,000,  of  which  one-half  was  reserved  for 
the  State.  The  State  also  had  the  right  to  name  the  president  and  six  of  the 
twelve  directors  who  were  to  manage  the  bank ;  the  right  was  reserved  to  the 
Legislature  to  increase  the  number  of  directors  from  twelve  to  twenty-four,  so 
that  in  case  of  refractory  members  they  could  be  outvoted  by  pliant  minions  in- 
stalled in  behalf  of  the  State.  In  this  reserved  power  of  the  State  over  the  bank 
were  the  seeds  of  its  ruin.  The  bank  was  made  a  political  rather  than  a  financial 
institution,  and  for  this  reason  more  than  any  other  failed  in  the  end.  At  almost 
every  session  of  the  Legislature  after  the  original  charter  there  were  acts  con- 
cerning the  bank,  and  most  of  them  were  hurtful  instead  of  beneficial.  Acts  were 
constantly  passed  authorizing  the  bank  to  do  or  not  to  do  what  was  forbidden  or 
authorized  by  the  terms  of  its  original  charter. 

"  In  1808  an  act  authorized  the  bank  to  pay  all  warrants  of  the  auditor  that  he 
had  not  funds  to  pay,  and  to  pay  them  in  specie,  thus  discriminating  against  the 
notes  of  the  bank,  and  in  favor  of  specie,  when  the  State  had  agreed  to  take  the 
notes  of  the  bank  for  all  dues.     In  1815,  when  the  bank  had  been  driven  to  the  sus- 

f>ension  of  specie  payments  in  common  with  other  banks  in  the  country,  the  Legis- 
ature  increased  its  capital  stock  to  $3,000,000,  and  authorized  the  county  seminaries 
to  sell  their  educational  lands  and  invest  the  proceeds  in  the  stock  of  the  suspended 
bank.  In  1817  the  Legislature  legalized  an  agreement  between  the  mother  bank 
and  its  thirteen  branches  to  the  effect  that  neither  was  to  be  bound  to  take  the 
notes  of  the  other,  and  thus  made  it  appear  that  the  State  was  inducing  its  citizens 
to  take  the  notes  of  banks  that  would  not  take  each  other's  notes.  In  1819  the 
charter  was  extended  to  1841 ;  but  again,  in  1820,  it  was  reduced  to  1829,  and 
finally,  in  1822,  repealed. 

"  If  the  old  Bank  of  Kentucky  had  been  left  to  itself  and  not  been  presided  over 
by  the  Legislature,  there  can  be  little  doubt  that  it  would  have  been  a  success  in- 
stead of  a  failure.  It  had  thirteen  branches  in  the  State,  and  they  were  so  dis- 
tributed as  to  have  been  of  great  advantage  if  properly  managed.  The  capital 
stock  of  the  mother  bank  at  Frankfort,  and  of  its  thirteen  branches,  amounted  to 
$2,726,100.  Of  this  the  State  held  $586,400,  and  individuals  $2,139,700.  The  aggre- 
gate capital  of  the  thirteen  branches  was  $1,955,198,  and  that  of  the  mother  bank 
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$770,902.     After  the  repeal  of  its  charter  in  1822  the  Legislature  extended  enough 
of  its  franchise  from  time  to  time  to  enable  it  to  wind  up  its  affairs."  * 

In  January,  1835,  there  were  still  $31,070.89  of  the  notes  of  the  old  Bank  of 
Kentucky  reported  as  "in  circulation,  or  lost  or  destroyed  ;  "  but  the  president 
adds  "  not  more  than  ten  per  cent,  of  which  it  is  confidently  believed  will  ever  be 
presented  for  payment."  , 

In  1817-18  the  feeling  against  permitting  this  institution  to  continue  longer  to 
enjoy  its  monopoly  took  tangible  form,  and  forty-six  independent  banks  were 
chartered,  with  an  aggregate  capital  of  $8,270,000,  their  bills  being  redeemable  in 
those  of  the  Bank  of  Kentucky  or  of  the  Bank  of  the  United  States,  as  well  as  in 
specie.  They  were  allowed  to  issue  these  demand  notes  to  an  amount  over  and 
above  the  specie  in  their  vaults  equal  to  three  times  their  capital  stock  less  their 
debts.  These  charters  were  issued  January  26,  1818,  but  in  November  of  the  same 
year  a  pressure  for  specie  on  the  part  of  the  Bank  of  the  United  States  caused 
them  all,  as  well  as  the  Bank  of  Kentucky,  to  suspend— though  the  last  named 
bank  resumed  on  December  10th  of  the  same  year.  The  directors  of  the  newly 
created  banks  were,  it  is  said,  men  destitute  of  experience  or  knowledge  of  financial 
affairs,  and  in  some  instances  devoid  of  commercial  honesty.  During  the  summer 
of  1818  the  State  had  been  flooded  with  their  paper,  and  the  action  of  the  Bank  of 
the  United  States,  rendered  necessary  by  its  own  instinct  of  self-preservation,  in 
calling  in  its  loans  and  presenting  bills  for  redemption  in  specie,  gave  the  impulse 
which  caused  these  banks  to  collapse  like  bubbles,  carrying  with  them  the 
speculations  based  upon  their  loans.f 

But  even  before  the  final  repeal  of  the  charter  of  the  Bank  of  Kentucky,  the 
Legislature,  November  29,  1820,  chartered  for  a  period  of  20  years  the  Bank  of 
the  Commonwealth  of  Kentucky,  with  a  capital  stock  of  $2,000,000.  A  supple- 
mental act,  December  22,  1820,  authorized  the  bank  to  issue  circulating  notes 
to  the  amount  of  $3,000,000.  The  public  faith  was  pledged  for  the  redemption 
of  its  circulation  and  certain  lands  south  of  the  Tennessee  river  were  set 
aside  as  a  guaranty.  This  paper  was  not  made  a  legal  tender,  but  was  made 
payable  and  receivable  for  all  public  debts,  dues  and  taxes  ;  and  if  a  creditor  re- 
fused to  receive  its  bills  he  became  exposed  to  the  operation  of  the  replevin  or  stay 
law.  Loans  to  single  individuals  were  limited  to  $2,000.  "The  bank  was  to  be 
managed  by  a  president  and  twelve  directors  chosen  by  the  Legislature.  The 
main  bank  was  located  at  Frankfort,  but  it  was  to  have  a  branch  in  each  of  the 
thirteen  judicial  districts  in  the  State.  All  debts  due  to  the  State  could  be  paid  in 
the  notes  of  this  bank,  but,  strange  to  say,  while  its  charter  required  its  own  notes 
to  be  paid  in  specie,  it  permitted  those  who  owed  the  bank  to  pay  what  they  owed 
in  the  notes  of  the  Bank  of  Kentucky.  There  is  no  way  of  accounting  for  this 
strange  provision  of  the  charter  except  upon  the  assumption  that  it  was  then  the 
fixed  purpose  of  the  Legislature  to  withdraw  the  State  stock,  money  and  business 
from  the  Bank  of  Kentucky  and  to  concentrate  them  in  the  Bank  of  the  Common- 
wealth. And  such  in  fact  was  afterward  done  as  fully  and  as  rapidly  as  they 
could  be  drawn  from  one  bank  and  placed  in  the  other."* 

"  At  the  time  of  the  establishment  of  the  Bank  of  the  Commonwealth  the  Bank 
of  Kentucky  was  in  good  condition,  well  managed,  paying  itstnotesin  specie,  and 
its  stock  was  at  par.  By  the  terms  of  its  charter,  as  already  noted,  the  right  was 
reserved  to  the  Legislature  of  electing  such  number  of  directors  as  would  ensure 
•control  of  the  Board.  Fearing  that  the  experienced  and  conservative  President 
and  Board  of  Directors,  who  had  hitherto  so  prudently  managed  the  Bank  of 
Kentucky,  might  feel  it  their  duty  to  reject  the  issues  of  the  new  institution,  the 
Legislature  exercised  its  right  and  superseded  the  old  Board  by  men  pledged  to 
receive  the  notes  of  the  new  bank  for  debts  due  the  Bank  of  Kentucky.  This 
action  effected  the  ruin  of  the  latter  bank,  depreciating  its  stock  fifty  per  cent,  and 
compelling'  it  to  suspend  specie  payments."! 

On  the  18th  of  December,  1821,  an  amendment  to  the  charter  of  the  Bank  of 
the  Commonwealth  set  aside  one-half  of  the  profits  of  the  State  in  the  bank  to 
be  devoted  to  public  instruction — a  promise,  however,  which  was  not  fulfilled,  if 
indeed  there  were  any  profits  to  be  so  appropriated.  January  7,  1824,  an  act  of 
the  Legislature  turned  over  to  the  revenue  whatever  there  was  of  the  literature 
fund,  as  it  was  called,  after  which  nothing  further  is  heard  of  the  bank  as  a  con- 
tributor to  public  instruction. 

"  The  bank  soon  found  that  some  of  its  branches  were  at  places  where 
hanking  could  not  be  made  profitable,  and  in  1830  the  Legislature  authorized  the 
mother  bank  to  dispense  with  any  branch  that  did  not  pay  its  way.  This  was  but 
the  beginning  of  the  end,  for  neither  the  mother  bank  nor  any  one  of  its  branches 

*  R.  T.  Durrett:  Early  Banking  in  Kentucky,  in  Kentucky  Bankers'  Association  I'roceedings,  1892. 
t  J.  J.  Knox,  in  RJwdes''  Journal  of  Banking,  September,  1892. 
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-was  in  a  prosperous  condition.  Its  stocks  and  its  notes  were  at  s.  fatal  discount 
■and  no  act  of  the  Legislature  could  inspire  confidence  in  them.  The  bank  was 
first  restricted  to  the  issue  of  notes  of  denominations  between  $1  and  $100  ;  but  it 
was  not  long  before  many  persons  did  not  want  so  much  as  $100  or  even  $1  of  its 
paper,  and  notes  for  the  fractions — shinplasters — in  denominations  of  6^",  12^, 
Kb  and  50  cents  were  made,  many  of  which  were  never  redeemed."* 

By  March  22,  1822,  the  notes  of  the  Bank  of  the  Commonwealth  had  fallen  to 
62£  cents  on  the  dollar,  and  they  continued  to  fall  in  value  until  they  passed  at  a 
small  fraction  of  their  face  value,  and  creditors  were  left  to  accept  a  fraction  of 
their  debt  in  full  payment  or  go  without  payment  for  two  years,  running  the  risk 
of  further  delays  and  perhaps  ultimate  failure  of  payment. 

Meanwhile  the  Circuit  Court,  and  later,  the  Court  of  Appeals,  decided  against 
the  constitutionality  of  the  replevin  feature  of  law.  Thereupon  ensued  a  fierce  and 
long  continued  struggle  between  the  Legislature  and  the  judiciary,  involving  the 
attempted  abolition  of  the  existing  Court  of  Appeals  and  the  creation  in  its  stead 
of  a  new  Court,  with  three  justices  with  salaries  of  $2,000  each,  payable  in  Bank  of 
Commonwealth  notes.  In  1827  the  controversy  was  closed  in  favor  of  the  old 
•Court. 

In  connection  with  the  Bank  of  the  Commonwealth  of  Kentucky  the  question 
whether  the  bills  of  this  bank  were  such  bills  of  credit  as  are  forbidden  by  that 
■clause  of  the  Constitution  of  the  United  States  which  provides  that  States  shall  not 
•emit  bills.of  credit,  came  before  the  United  States  Supreme  Court.  The  charter  of 
the  bank  provided  that  it  should  be  established  in  the  name  and  in  behalf  of  the 
Commonwealth  of  Kentucky,  and  should  be  under  the  direction  of  a  President  and 
twelve  Directors,  to  be  chosen  by  the  Legislature,  and,  moreover,  that  it  should  be 
■exclusively  the  property  of  the  Commonwealth.  The  Supreme  Court  had  pre- 
viously, in  the  case  of  Craig  vs.  State  of  Missouri,  decided  that  bills  of  the  State 
issued  through  loan  offices  were  unconstitutional,  and  the  question  here  arising-  as 
to  whether  the  bills  of  the  Bank  of  the  Commonwealth,  a  creature  of  the  State, 
with  a  capital  subscribed  wholly  by  the  State  and  managed  by  State  officers,  the 
profits  from  which  were  to  accrue  to  the  State,  did  not  come  under  the  same  rule, 
it  was  held  that  the  law  was  not  unconstitutional,  and  that  the  notes  issued  by  the 
institution  were  not  bills  of  credit  of  the  State. 

In  1830  the  bank,  by  authority  of  the  Legislature,  ceased  to  loan  money,  and 
for  the  simple  reason,  though  not  so  stated,  that  nobody  wanted  to  borrow  its 
money.  Its  charter  expired  in  1841,  but  such  of  its  franchises  as  were  necessary  to 
wind  up  its  affairs  were  from  time  to  time  extended  by  the  Legislature,  and,  like 
the  old  Bank  of  Kentucky,  it  continued  for  many  years  trying  to  collect  its  assets 
and  pay  its  debts.  It  may,  however,  be  considered  as  having  closed  its  banking 
business  when  it  ceased  to  loan  money.* 

The  State  of  Kentucky  seems  by  this  time  to  have  learned  that  a  controlling 
interest  in  a  banking  institution  was  not  always  an  advantageous  condition,  either 
for  the  bank  or  for  the  State.  It  was  not,  however,  yet  ready  to  withdraw  entirely 
from  banking  ventures.  In  1833-5  three  banks  were  incorporated,  the  Bank  of 
Louisville,  the  Bank  of  Kentucky,  and  the  Northern  Bank  of  Kentuckj\  The 
second  of  these  was  chartered  February  22,  1834,  for  thirty  years,  with  a  capital  of 
■$5,000,000.  Of  this  amount  $2,000,000  was  reserved  for  subscription  by  the  State. 
In  1843  the  State  stock  in  the  bank  was  reduced  to  $1,000,000.  The  State  subscrip- 
tions were  paid  for  by  the  issues  of  bonds,  a  part  of  which  were  held  by  the  bank  as 
an  investment  and  the  remainder  sold.  The  management  was  through  eleven  di- 
rectors, eight  chosen  by  the  stockholders  and  three  by  the  State.  The  bank  was 
authorized  to  open  a  principal  office  at  Louisville  and  six  branches,  including  one 
"to  be  located  and  continued  at  the  seat  of  government,  unless  the  Legislature 
shall  otherwise  direct,  to  aid  in  the  management  of  the  fiscal  affairs  of  the  State." 
The  branches  first  established  were  at  Frankfort,  Lexington,  Maysville,  Greens- 
burg,  Bowling  Green,  and  Hopkinsville.  The  amount  of  notes  originally  issued 
was:  Frankfort,  $241,000 ;  Maysville,  $126,000;  Lexington,  $200,000;  Greensburg, 
$60,000;  Bowling  Green,  $60,000;  Hopkinsville,  $60,000.  These  limits  were  subse- 
quently raised,  and  by  May,  1837,  the  issues  of  the  principal  bank  appear  to  have 
been  $2,430,000,  and  of  the  branches  $1,505,000. 

In  1837  the  treasurer  was  directed  to  use  a  certain  proportion  of  the  revenues 
received  from  the  U.  S.  in  paying  up  some  of  the  shares  in  the  bank  subscribed  for 
by  the  State ;  in  return  for  which  the  bank  opened  an  additional  branch  at  Danville. 

The  course  of  the  bank  was  marked  by  a  thoroughly  conservative  and  able 
management  which  earned  for  it  a  well  deserved  success.  The  years  of  the  war  in- 
terfered somewhat  with  its  business,  and  resulted  in  the  closing  of  all  the  branches, 
except  that  at  Frankfort.    In  1877  the  Bank  purchased,  at  an  estimated  valuation 


*  Durrett :  "Early  Banking  in  Kentucky. 
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of  $872,348,  remainder  of  the  stock  held  by  the  State,  which  thereupon  resigned  its 
interests  and  retired  from  the  field  of  banking.* 

The  following  is  a  statement  of  the  circulation  of  each  of  these  three  institu- 
tions for  various  years  :  f 


{oM)      1     wealth. 

Bank  of  Ky. 
(new.) 

Bank  of  Kv. 
(old.) 

Bank  of 
Common- 
wealth. 

Bank  of  Ky. 
(new.) 

1814 

t/smjoaa 

$2,471,272 
2^09,764 
1,618,605 
1,742.563 

LJ0MTO 

1826  .. 

$83,109 

tMBB 

38,064 
33,894 
32,571 

$970,174 
643.322 
343,196 

344,252 
222,028 
1*2,452 
103^69 
56y4ffl 

1815 

1  WO 

1816 

1848 

1817 •. 

1.563.918 

1829 

1818 1,267.630 

1819 !         667,348 

1831 

1830 !      1.301.739 

1832 

1821 

1,200.057 
986^29 
181,198 
408£74 
111,663 

1889 

1822 

MM 

$319,665 
2.602,535 
4,105.155 
3,414,865 

1823 

1835 

1836 

1837... 

1824 

1825 

Delaware. 

It  may  surprise  many  to  learn  that  Delaware  early  ventured  a  short  way  into 
the  field  of  State  banking,  and  that  the  relations  then  assumed  have  been  main- 
tained to  the  present  time. 

Feb.  3,  1807,  the  Farmer  s  Bank  of  Delaware  was  granted  a  charter  by  an  act 
the  preamble  of  which  read  : 

"Whereas,  the  establishment  of  a  bank  for  the  State  of  Delaware  upon  a 
foundation  sufficiently  extensive  to  answer  the  purposes  intended  thereby,  will  be 
conducive  to  the  general  interests  of  the  State,  and  tend  to  promote  the  agriculture, 
commerce  and  manufactures  thereof ;  therefore,"  etc. 

The  capital  of  the  bank  was  $500,000,  of  which  $100,000  was  subscribed  by  the 
State,  and  the  remainder  apportioned  among  the  counties  for  subscriptions  by  indi- 
viduals. The  head  office  was  located  at  Dover,  and  branches  established  at  New 
Castle  and  Georgetown.  The  bank  was  managed  by  27  directors,  one-third  of 
whom  were  appointed  by  the  State.  The  debts  to  be  contracted  by  the  bank  were 
limited  to  twice  the  capital  stock. 

The  authorized  capital  of  the  bank  was  afterwards  increased  to  $1,000,000,  and 
the  actual  capital  to  $680,000 ;  and  a  third  branch  at  Wilmington  was  added.  The 
institution  seems  always  to  have  been  prudently  managed. 

The  bank  never  had  a  monopoly  of  the  circulation  of  the  State,  yet  always 
occupied  a  prominent  position  in  that  regard.  In  1835,  out  of  a  total  circulation  of 
$622,307,  reported  in  the  State,  $339,379  was  issued  by  the  Farmers'  Bank.  Two 
years  later,  out  of  a  total  circulation  of  $718,948  by  the  four  banks  then  in  the  State, 
$386,582  is  that  of  the  Farmers'  Bank  and  its  branches.  In  1842  there  were  but 
three  banks  in  operation — the  Farmers'  Bank,  with  a  capital  of  $680,000  and  circu- 
lation of  $383,889,  and  two  others,  with  an  aggregate  capital  of  $208,470  and  aggre- 
gate circulation  of  $341,940.  By  1857  the  number  of  banks  in  the  State  had  increased 
to  eight,  with  a  total  circulation  of  $1,394,094,  of  which  $535,758  was  issued  by  the 
Farmers'  Bank.  This  was  also  the  only  institution  at  that  time  possessing  branches, 
though  the  Bank  of  Smyrna  had  earlier  operated  a  single  branch.  At  the  opening 
of  the  year  1861  the  Farmers'  Bank  had  $358,586  outstanding  circulation. 

In  1866  the  Legislature  passed  an  act  to  enable  it  to  become  a  National  bank  ; 
but  the  directors  refused  to  sanction  the  change,  and  it  has  continued  to  the  present 
time  under  its  State  charter.  The  State  of  Delaware  now  owns  8,714  shares  of 
its  stock,  listed  in  the  report  of  the  Auditor  for  1893  at  $402,840,  from  which 
it  derived  an  income  of  $22,000  during  the  preceding  year.  Because  of  this 
ownership  the  State,  through  its  Legislature,  appoints  three  directors  for  the 
principal  bank  and  three  for  each  of  its  branches.  The  State  Treasurer,  who  is 
also  trustee  of  the  School  Fund,  is  required  to  deposit  money  belonging  to  the 
State  or  School  Fund  in  the  Farmers'  Bank. 

North  Carolina. 
The  charter  of  the  State  Bank,  enacted  in  1810,  authorized  that  corporation  to 
raise  a  capital  stock  of  $1,600,000,  and  directed  books  to  be  opened  to  receive  sub- 
scriptions for  that  amount,  requiring  at  the  same  time  that  individuals  subscribing 
for  stock  should  pay  three-fourths  of  the  amount  subscribed  in  specie.  Books  were 
accordingly  opened,  and  the  sum  subscribed,  including  the  subscription  of  $250,000  for 
the  State,  amounted  to  $1,175,600.    Of  this  sum  only  about  $500,000  was  paid  in,  as 

*  Basil  W.  Duke  :   History  of  the  Bank  of  Kentucky.  1895. 
t  Ex  Doc.  No.  227.  25th  Congress,  3d  Sew.  [1889},  p.  081. 
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required  by  the  charter,  in  gold  or  silver.  The  balance  was  paid  in  Bank  notes. 
Upon  the  capital  thus  constituted,  the  bank  went  into  operation.  By  November, 
1818,  the  proportion  between  notes  in  circulation  and  the  specie  on  hand  was 
nearly  12  to  1.  In  other  words,  the  bank  had  largely  upwards  of  11  and 
nearly  12  dollars  of  their  notes  in  circulation  for  every  dollar  of  specie  in  their 
vaults.  The  directors  then  ordered  books  to  be  opened  to  receive  subscriptions  for 
the  $424,000  which  remained  unsubscribed  when  the  books  were  first  opened  ;  and 
it  forms  a  part  of  the  order  by  which  this  additional  subscription  was  authorized, 
that  the  subscribers  might  pay  it  in  the  notes  of  the  bank.  The  reason  assigned  for 
this  operation  of  the  directors  is  that  they  were  desirous  of  applying  a  sponge  to  a 
part  of  their  outstanding  debt;  and  by  way  of  calling  in  $424,000  of  their  notes, 
they  authorized  individuals  who  held  them  to  subscribe  for  stock  in  the  bank  to 
that  amount,  and  pay  for  it  in  their  notea.  Before  all  the  installments  became  pay- 
able, the  State  Bank,  Bank  of  Newburn  aud  Bank  of  Cape  Fear,  entered  into  a 
formal  resolution  through  their  delegates  assembled  at  Fayetteville,  in  June,  1819, 
not  to  pay  specie ;  and  their  notes  immediately  fell  to  15  per  cent,  below  par.  "  The 
depreciation  of  the  notes  of  all  the  Banks,  occasioned  by  the  refusal  of  the  Banks  to 
make  good  their  notes  with  specie,  has  been  productive  of  incalculable  mischief  to 
the  community  ;  and  it  is  no  considerable  aggravation  of  the  mischief  to  know  that 
in  the  case  of  the  State  Bank  large  quantities  of  their  notes  have  occasionally  been 
thrown  into  circulation  by  themselves  in  the  purchase  of  cotton.  *  *  *  Another 
remarkable  fact  in  the  history  of  the  State  Bank  is  that,  to  protect  themselves  from 
demands  for  specie,  they  determined  at  one  time  to  administer  an  oath  to  an  indi- 
vidual presenting  their  notes  for  specie,  in  which  he  was  compelled  to  state  that  he 
was  not  a  broker."  * 

The  items  of  capital,  circulation  and  loans  and  discounts  in  the  closing  years  of 
the  institution  were : 

Capital.  Circulation.        Loans  and  Discounts. 

1831 $1,598,775  $784,957  $1,815,348 

1833 798.775  377,722  993,368 

1835 478,775  289,042  636,626 

The  charter  of  this  bank  expired  in  1835.  In  1837  it  still  had  a  nominal  circu- 
lation outstanding  of  $120,000.  This  the  new  Bank  of  the  State  of  North  Carolina 
redeemed  at  par  when  presented. 

In  18-J3,  just  before  the  expiration  of  the  charter  of  the  first  State  Bank,  the  Leg- 
islature chartered  the  Bank  of  the  State  of  North  Carolina,  with  an  authorized 
capital  of  $1,500,000—1900,000  for  individual  stockholders,  and  $600,000  for  the  State. 
By  August  20,  1836,  the  whole  of  this  capital  had  been  paid  in.  The  head  office 
was  at  Raleigh  and  the  bank  had  power  to  establish  branches  at  such  places  as  the 
stockholders  might  designate.  In  1836  it  had  five  branches — at  Newbern,  Tarboro', 
Fayetteville,  Wilmington  and  Elizabeth  City — in  addition  to  agencies  at  several 
other  points.  The  branches  issued  notes  payable  at  their  respective  offices.  The 
agencies  merely  made  discounts  and  purchased  bills  of  exchange  with  funds  of  the 
principal  bank  ;  they  were  mere  offices  of  the  principal  bank  and  kept  no  account 
with  any  other.  Additional  branches  at  Charlotte,  Milton  and  Montgomery  were 
opened  in  later  years.  Its  circulation  at  that  time  amounted  to  $2,107,760.  This, 
however,  was  during  the  expansion  that  preceded  the  crisis  of  1837,  and  seems  to 
have  been  the  largest  amount  ever  reported. 

The  following  will  show  the  capital,  circulation  and  loans  and  discounts  at 
various  dates : 


Capital. 

Circulation. 

Loans  and 
Discounts. 

Capital. 

Circulation. 

Loans  and 
Discounts. 

Aug.  22, 1835. . . 

$1,092,600 

$1,283,030 

$1,553,768 

Nov.,  1845.... 

$1,500,000 

$1,324,413 

$2,464,878 

Nov.  21,  183."). . . 

1,096,600 

1,259,656 

2,381,534 

44      1846.... 

1,500,000 

1,486,790 

2,594.939 

Dec.  24, 1836... 

1,500,000 

2,107,760 

4,113,686 

44      1847.... 

1,500,000 

1,595,605 

3,542,177 

July  22,1837... 

1,500,000 

1,291,550 

3,001,581 

44      1849.... 

1,500,000 

1,525,739 

2,734,941 

Feb.  24,1838... 

1,500,000 

1,265,945 

2.855,699 

44      1850.... 

1,500.000 

1,687,019 

2,709,153 

Nov.  24, 1838... 

1,500,000 

§  1,058,918 

2,575,214 

44      1852.... 

1,500,000 

1,642,520 

8,131,134 

Apr.  20, 1839... 

1,500,000 

1,323  501 

2,813,003 

44      1853.... 

1,500,000 

1,835,799 

8.168,576 

Oct.   26,1839... 

1,500,000 

1,165,857 

2,739,287 

44     1854.... 

1,500,000 

1,635,157 

3,344,646 

44           1840... 

1.500,000 

995,788 

2,330,980 

44     1855.... 

1,500,000 

1,051,981 

2,843,413 

1811... 

1,500,000 

898,912 

2.198,988 

44      1856.... 

1,500,000 

1,033,633 

2,791,297 

41           1842... 

1,500.000 

675,038 

2.065,479 

Dec,  1857.... 

1,500.000 

1,025.566 

2,800,738 

1813... 

1,500,000 

913,695 

2,298, 106 

44      1858.... 

1,500,000 

1,251,557 

2,981,979 

44           1844... 

1,500,000 

1,118,693 

2,297,378 

§  Apportioned  among  the  branches  as  follows  : 

Principal  Office,       $200,059    I    Tarboro',  $123,223 

Newbern,      .  144,204    |    Fayetteville,  252,067 


Wilmington, 
Elizabeth  City. 


£38,810 
100.555 


*  Report  of  Legislative  Committee,  1828-9,  quoted  by  Gouge ; 
Banking,  p.  41. 
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In  1859  the  Bank  of  the  State  of  North  Carolina  was  superseded  by  the  Bank 
of  North  Carolina,  which  assumed  the  debts  of  the  former. 

The  State  of  North  Carolina  also  owned  more  than  one-third  the  capital  of  the 
Bank  of  Cape  Fear ;  but  as  this  was  not  regarded  as  a  State  institution,  it  need  not 
be  discussed  in  this  connection. 


South  Carolina. 

In  1812,  to  relieve  the  financial  distress  then  prevailing,  the  Legislature  char- 
tered the  Bank  of  the  State  of  South  Carolina.  This  bank  was  to  receive  on  deposit 
all  stocks  and  bonds  and  unexpended  cash  and  all  taxes  collected  in  the  future.  The 
title  was  vested  in  the  president  and  directors,  and  the  faith  of  the  State  was 
pledged  to  support  the  bank  and  make  good  all  losses.  The  institution  had  power 
to  make  loans  on  both  real  and  personal  security  at  seven  per  cent,  interest,  pay- 
able in  advance,  and  loans  to  be  renewable  for  years.  The  bank  was  to  pay  the  in- 
terest on  the  State  debt  and  its  charter  was  to  run  till  1836.  The  State  of  South 
Carolina  was  the  sole  proprietor  of  the  bank,  which  was  the  fiscal  agent  of  the 
State.  It  received  all  taxes,  paid  all  demands,  negotiated  all  loans,  and  received 
the  assets  of  the  State. 

In  1813  its  actual  capital  was  but  little  more  than  $150,000 ;  but  from  surplus 
profits  and  from  the  assets  turned  over  to  it  by  the  State,  it  was  increased  by  1820 
to  $1,196,220.  In  1828  the  Comptroller,  after  noting  that  the  bank  had  paid  into 
the  Treasury  as  net  income  to  that  date  the  sum  of  $1,315,977,  added  : 

"The  propriety  for  the  original  establishment  of  the  bank  cannot  now  be  con- 
sidered as  open  to  discussion,  but  if  we  take  into  consideration  the  present  condi- 
tion of  our  finances,  their  intimate  connection  with  and  reliance  upon  the  bank  ; 
together  with  the  heavy  burden  imposed  upon  the  latter  in  relation  to  our  public 
debt,  there  remains  little  doubt  that  to  nourish  and  guard  its  interests  is  at  present 
the  peculiar  province  of  the  Legislature." 

In  1830  the  charter  of  the  bank  was  renewed  until  1856.  The  bank  had  branches 
at  Columbia  and  Camden,  but  all  the  notes  of  the  bank,  whether  put  in  circulation 
by  the  branches  or  by  the  head  office,  seem  to  have  been  issued  by  the  latter.  The 
table  which  follows  will  indicate  somewhat  of  the  condition  of  the  institution  at 
frequent  intervals  during  the  period  of  its  existence. 


Capital. 

Circulation. 

Loans  and 
Discounts. 

*  Capital. 

Circulation. 

Loans  and 
Discounts. 

Oct.    1,1814.... 

$255,900 

$460,000 

$601,660 

Oct.   1,1841.. 

$3,356,318 

$554,455 

$4,227,895 

1816.... 

444,973 

750,000 

1,272,872 

1842.. 

3,356,318 

608,001 

4,289,030 

1818.... 

1,052,866 

1,440,000 

2,372,633 

1843.. 

3,356,318 

635,895 

4,248,123 

**         1820.... 

1,196,220 

1,160,0^0 

1,952,212 

1844.. 

2,966,743 

892,692 

4,442,059 

1822.... 

1,196,220 

1,074,856 

2,249,722 

1845.. 

2,933,610 

1,019,090 

4,432,800 

1824.... 

1,196,220 

1,426,110 

2,754,319 

"  31,1846.. 

2,933,610 

1,209,488 

4,762,090 

"         1826.... 

1,196,220 

1,009,607 

2,699,984 

Jan.  31,  1848.. 

2,933,610 

1,137,776 

"         1828.... 

1,176,269 

1,034,570 

2,726,922 

Jan.   1,  1850.. 

2,905,846 

1,169,541 

4,635,561 

"         1830.... 

1,156,318 

1,213,060 

2,685,160 

1851 . . 

2,882,796 

1,749,155 

4,673,477 

"         1831.... 

1,156,318 

1,279,347 

2,837,235 

18")3.. 

1,122,461 

2,049,150 

5,156,278 

1832.... 

1,156,318 

1,185,744 

2,637,482 

Mar.,     1854.. 

1,122,461 

1,654,561 

1&33.... 

1,156,3  8 

1,273,892 

2,469,019 

Sept.,    1854.. 

1,119,141 

1,251,969 

1834.... 

1,156,318 

1,208,270 

2,296,344 

1855.. 

1,113,789 

1,122,156 

"         1835.... 

1,156,318 

1,273,370 

2,101,294 

Jan.  1, 1857.. 

1,104,367 

1,409,116 

1836.... 

1,156.318 

1,118,270 

3,145,021 

Sept.,     1857.. 

1,104,367 

1,189,999 

1837... 

1,156,318 

649,023 

3,842,090 

Dec  ,     1858.. 

1,090,977 

1,709,718 

1838.... 

1,156,318 

646,631 

2,825,529 

1859.. 

1,086,362 

1,815,552 

1839.... 

1,156.318 

563,270 

2,814,611 

Sept.,    I860.. 

1,076,786 

1,211,652 

1840... 

1,156,318 

453,480 

2,252,768 

*  For  the  years  1841  to  1851,  inclusive,  tbe  loan  negotiated  for  the  purpose  of  rebuilding  the  city 
of  Charleston  is  included.    This  was  reduced  from  $2,000,000  in  1840  to  $1,700,000  in  1852. 

"In  1852  the  charter  was  again  extended  until  1871.  Even  the  Civil  War  did 
not  destroy  the  bank,  and  in  1867  it  still  held  a  large  amount  of  assets,  some  of 
which  had  been  rendered  of  doubtful  value,  belonging  to  the  State.  In  1868  the 
first  Republican  (negro)  Legislature  passed  an  Act  to  close  the  bank,  and  in  1870. 
it  was  placed  in  the  hands  of  receivers."* 


*  J.  J.  Knox,  in  Rhodes'1  Journal  of  Banking,  Oct.,  1892. 
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Indiana. 

When  Indiana  was  admitted  as  a  State  in  1'816,  there  were  in  operation  two 
banks  chartered  in  1814,  one  of  which,  the  Bank  of  Vincennes,  incorporated 
September  10,  1814,  with  a  capital  of  $500,000,  was  adopted  as  the  State  bank  of 
Indiana,  in  accordance  with  the  constitution  which  prohibited  the  establishment  of 
any  bank  except  a  State  bank,  but  provided  in  express  terms  that  the  existing 
banks  might  be  consolidated  into  such  State  bank.  By  the  provisions  of  the  Act  of 
adoption  the  powers  of  the  incorporation  were  enlarged,  and  it  was  authorized  to 
increase  its  banking  facilities  by  additional  $1,000,000  capital  divided  into  10,000 
shares  of  $100  each.  Of  these  shares,  3,750  were  reserved  to  be  subscribed  for  from 
time  to  time  by  the  Governor  of  the  State.  The  remainder  were  to  be  offered  to 
private  individuals,  corporations  and  companies.  The  Bank  of  Vincennes  was  also 
authorized  to  affiliate  the  Farmers'  &  Mechanics'  Bank  of  Indiana,  at  Madison,  as 
one  of  its  branches.  Branches  were  also  established  at  Brookville,  Corydon  and 
Vevay.  In  1821,  scarcely  five  years  after  the  Bank  of  Vincennes  had  been  raised  to 
the  dignity  of  a  State  bank,  violations  of  the  powers  granted  by  its  charter  had  be- 
come notorious.  The  Legislature,  on  December  31,  1821,  authorized  proceedings 
against  it  which  resulted  in  its  being  deprived  of  its  franchise  and  privileges.  A 
large  amount  of  its  notes  became  utterly  worthless,  but  those  of  the  Farmers'  & 
Mechanics'  Bank  were  ultimately  redeemed.  The  actual  paid-in  capital  of  both 
banks  does  not  appear  to  have  been  more  than  $202,857.* 

For  the  next  thirteen  years  Indiana  was  without  banks  of  any  sort.  "In  1834, 
the  State  Bank  of  Indiana  was  incorporated,  with  ten  branches,  afterwards  in- 
creased to  thirteen,  the  branches  being  mutually  liable  for  the  debts  of  each  other. 
Each  share  was  subject  to  a  tax  of  twelve  and  one-half  cents  annually  for  educa- 
tional purposes,  in  lieu  of  all  other  taxes.  If  an  ad  valorem  system  of  taxation 
should  be  authorized  by  the  State,  the  stock  was  to  be  liable  the  same  as  other 
capital,  not  exceeding  one  per  cent,  per  annum.  The  directors  of  the  parent  bank 
were  to  have  charge  of  the  plates  and  unsigned  notes  of  the  branches,  and  were 
authorized  to  deliver  to  them  an  amount  of  circulation  not  exceeding  twice  the 
amount  of  the  stock  subscribed. 

"  The  State  Bank  was  chartered,  as  were  many  other  banks  in  different  States, 
to  fill  the  vacuum  which  it  was  anticipated  would  result  from  the  winding  up  of  the 
Bank  of  the  United  States.  The  parent  bank  itself  was  merely  a  Board  of  Control, 
the  President  and  five  Directors  of  which  were  elected  by  the  Legislature.  All  the 
business  was  done  by  the  branches,  which  were  under  the  supervision  and  control  of 
the  Central  Board  in  much  the  same  manner  as  the  National  Banks  are  under  the 
supervision  of  the  office  of  the  Comptroller  of  the  Currency.  The  branches  each 
elected  one  director  who  formed  a  part  of  the  Board  of  Control.  The  charter  ex- 
tended until  January  1,  1857,  and  during  the  existence  of  the  State  Bank  no  other 
bank  was  to  be  created  or  authorized.  The  capital  of  each  branch  was  $160,000, 
one  half  to  be  taken  by  the  State  and  the  other  by  individual  stockholders.  The 
whole  capital  was  paid  in  silver.  The  State  paid  in  its  proportion  at  once.  The 
individual  stockholder  paid  in  $18.75  on  each  fifty  dollars  share  and  the  remaining 
$31.25  was  paid  for  him  by  the  State  upon  his  giving  real  estate  security  at  one-half 
its  improved  value  for  the  repayment.  The  money,  to  make  its  own  payments  and 
those  advanced  for  the  stockholders,  was  obtained  by  the  State  by  the  sale  in  Lon- 
don of  its  own  5%  bonds,  which  were  known  as  bank  bonds,  the  interest  being  pro- 
vided for  from  the  dividends  of  the  State  stock.  All  capital  was  thus  paid  in  cas.i ; 
each  stockholder  was  liable  for  an  amount  equal  to  his  stock,  and  each  branch  was 
liable  for  the  debts  of  the  other  branches."* 

No  note  under  $5  was  allowed  to  be  issued,  and  the  Legislature  reserved  the 
right  to  restrict  it  to  $10  within  ten  years. 

In  January,  1836,  an  amendment  was  passed  by  the  Legislature,  allowing  the 
discounts  to  be  extended  to  two  and  one-half  times  the  capital,  and  permitting  the 
branches  to  increase  their  capitals  to  $250,000  each,  though  only  four  ever  had 
over  $200,000. 

The  bank  commenced  business  at  one  of  the  most  critical  periods  in  the  history 
of  the  country,  at  the  beginning  of  the  era  of  speculation  which  nearly  bankrupted 
the  whole  nation,  and  which  culminated  in  the  terrible  catastrophe  of  1837.  At  this 
disastrous  crisis  nearly  every  bank  in  the  Western  and  Southwestern  States  failed, 
with  the  exception  of  the  State  Bank  of  Indiana.  A  very  large  number  of  those  of 
the  Eastern  States  were  totally  ruined.  The  bank  did,  however,  suspend  specie 
payments  in  1838.  In  1841,  it  was  authorized  to  issue  notes  of  a  less  denomination 
than  $5,  not  exceeding  in  the  aggregate  $1,000,000,  on  the  payment  of  one  per 
cent,  for  the  privilege.    In  1839,  its  circulation  was  $2,951,594  of  which  about  one- 

*  J.  J.  Knox,  in  Rhode?  Journal  of  Banking,  September,  1892. 
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third   was  notes  of  |5  and  the  remainder  mainly  $10  and  $20.     In  1845,  the  total 
circulation  was  $3,527,351,  of  which  $520,393  was  notes  below  $5. 

STATEMENT  OF  THE  CAPITAL,   CIRCULATION,   SPECIE,~AND   LOANS  AND  DISCOUNTS 
OP  THE    STATE  BANK  OP  INDIANA. 


Branches. 

Capital. 

Circulation. 

Specie. 

Loans 
and  Discounts. 

January  1 

1835 

9 

$800,000 

$456,065 

$751,083 

$531,843 

May       13 

1837 

10 

1,846,921 

2,516,790 

1,196,187 

4,208,956 

November 

,  1840 

12 

2,671.618 

2,865,568 

1,076,551 

3,689,595 

1841 

12 

2.743,191 

2,871,689 

1,127,901 

4,419,104 

" 

1842 

12 

2,727,532 

1,828,371 

811,234 

2,866,629 

" 

1843 

12 

2,130,555 

2,310,690 

965,226 

2,677,530 

" 

1844 

12 

2,105,212 

3,101,000 

1,120.013 

2,834,421 

1845 

12 

2,087,894 

3,527,351 

1,079,368 

3,721,805 

1846 

12 

2,083,824 

3,536,533 

1,003,847 

3,596,391 

M 

1847 

12 

2,082,874 

3,606,452 

1,083,979 

3,498,912 

t> 

1848 

12 

2,089,908 

3,708,031 

1,273,895 

3,551,544 

1849 

12 

2,082,910 

3,304,260 

1,285,406 

3,912,796 

*' 

1850 

13* 

2,082,950 

3,421,445 

1,197,880 

4,395,099 

11 

1851 

13 

2,083,007 

3,772,193 

1,245,407 

4,621,726 

*' 

1852 

13 

2,083,107 

3,860,524 

1,308.933 

4,249,994 

xl 

1853 

13 

2,150,107 

3,835,705 

1,377,805 

5,037,394 

*' 

1854 

13 

2,150.107 

2,803,648 

1,086,963 

4,198,585 

*• 

1855 

13 

2,150,107 

3,335,726 

1,223,199 

4,678,781 

1856 

13 

2,150,107 

3,381,806 

1,119,469 

4,690,636 

*  Indianapolis,  Lawrenceburg,  Richmond,  Madison,    New  Albany,  Evansville,  Vincennes,  Bedford, 
Terre  Haute,  Lafayette,  Fort  Wayne,  South  Bend,  Michigan  City. 

The  bank  resumed  specie  payments  in  1841,  and  thereafter,  under  able  manage- 
ment maintained  a  high  credit,  and  when  its  charter  expired  in  1857,  it  was  with 
deep  regret  on  the  part  of  many  that  the  new  constitution  precluded  its  renewal 
upon  the  former  basis.*  But,  influenced  perhaps  more  by  the  disastrous  failures  of 
nearly  every  other  banking  institution  under  State  management  than  by  any  short- 
comings in  the  State  Bank  of  Indiana,  the  people  in  1851  had  inserted  in  the  State 
constitution,  the  section  :  "  The  State  shall  not  be  a  stockholder  in  any  bank  after 
the  expiration  of  the  present  bank  charter;  nor  shall  the  credit  of  the  State  ever 
be  given  or  loaned  in  aid  of  any  person,  association  or  corporation." 

For  the  $1,000,000  invested  by  the  State  in  the  institution  it  had  received  as  its 
profits  fully  $3,500,000.  Of  the  numerous  enterprises  in  which  the  State  of  Indiana 
embarked — and,  for  that  matter,  of  the  numerous  banking  enterprises  in  which 
any  of  the  States  embarked— this  seems  to  have  been  about  the  most  successful. 

Mississippi. 

In  1818  an  act  was  passed  reorganizing,  as  a  State  institution,  the  Bank  of 
Mississippi,  which  was  thereafter  known  as  the  Bank  of  the  State  of  Mississippi.  Its 
capital  was  limited  to  $3,000,000,  of  which  one-fifth  was  to  be  subscribed  by  the 
State,  which  was  to  appoint  one-third  the  directors.  The  notes  of  the  bank  were 
made  receivable  for  all  payments  to  the  State  ;  and  the  bank  was  given  a  monop- 
oly. Its  authorized  capital  was  never  all  paid  in,  but  the  management  of  the 
bank  seems  to  have  been  satisfactory.  In  1827  a  State  loan  of  $250,000  was  author- 
ized, with  which  to  pay  all  debts  due  from  the  State  to  the  bank. 

In  1830,  disregarding  the  pledge  given  in  1818,  that  no  other  bank  should  be 
established,  the  Legislature  chartered,  for  a  term  of  25  years,  the  Planters'  Bank, 
with  a  capital  of  $3,000,000,  and  made  it  the  fiscal  agent  of  the  State. 

The  preamble  of  the  charter  reads  :  "  Whereas  the  establishment  of  a  bank 
in  the  State  of  Mississippi  for  the  purposes  of  general  convenience  and  public  reve- 
nue would  *  *  *  *  by  a  creation  of  revenue  relieve  the  citizens  of  the  State 
from  an  oppressive  burden  of  taxes,  and  enable  them  to  realize  the  blessings  of  a 
correct  system  of  internal  improvement,  therefore,"  etc. 

Of  the  total  capital,  increased  to  $4,000,000,  the  State  subscribed  $2,000,000,  for 
the  payment  of  which  it  issued  bonds  bearing  6$  interest.  The  bonds  were  sold  at 
a  premium  of  $250,000,  which  wTas  deposited  in  the  bank  as  a  sinking  fund  from 
which,  together  with  dividends  declared  on  its  bank  stock,  the  interest  was  to  be 
paid.  The  State  stock  in  the  Bank  of  the  State  of  Mississippi  was  also  sold  at  this 
time,  and  the  proceeds  turned  into  the  new  bank.  At  first  the  State  was  to  select 
seven  directors  to  act  with  six  chosen  by  the  stockholders ;  but  three  years  later, 
the  numbers  were  reversed,  so  as  to  give  the  individual  stockholders  the  selection 

*  The  State  Bank  of  Indiana  chartered  in  1855,  though  given  special  privileges  in  that  its  notes  were 
not  required  to  be  secured  by  the  deposit  of  State  stocks  as  were  those  of  the  "  free  banks  "  established  at 
the  preceding  session,  cannot  be  regarded  p«  a  Stat"  institution  in  the  sense  in  which  the  term  is  used  in 
tnis  sketch. 
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of  the  majority  of  the  board.  The  State  was  pledged  to  make  good  all  losses 
arising  from  deficiency  of  the  funds  of  the  bank,  in  proportion  to  the  stock  owned 
by  the  State.  Notes  under  $5  were  prohibited,  and  the  aggregate  circulation  was 
limited  to  three  times  the  capital  stock. 

The  bank  paid  annual  dividends  of  1C#  until  September,  1839,  when  the  sinking 
fund  amounted  to  $800,000,  The  State,  however,  shortly  after  this  transferred  its 
interest  to  the  Mississippi  Railroad  Co.,  and  the  most  of  the  sinking  fund  was  subse- 
quently lost.     Its  notes  in  1842  were  worth  but  70  cents  on  the  dollar. 

During  the  most  of  its  career  the  bank  operated  eight  branches.  The  follow- 
ing table  will  give  the  amount  of  capital,  circulation  and  loans  and  discounts, 
respectively,  at  various  dates  throughout  the  period  of  its  existence  : 

CAPITAL.  CIRCULATION.  LOANS  AND  DISCOUNTS. 

Jan.  1833 $2,666,305  $1,510,426  $5,461,464 

Dec.  1834 3,890,412  1,762,170  6,876,121 

Jan.  1836 4,139,140  2,477,376  10,322,283 

"     1837 4,200,140  1,927,885  10,215,996 

Nov.  1&37 4,205,140  1,452,695  8,742,910 

Jan.   1838 4,205,140  1,781,531 

June  1838 4,208,500  1,877,110  5,436,333 

Dec.  1839 4,261,000  362,582 

Dec.  1841 4,261,200  501,823  "|  4  76l'883* 

*  Suspended  debt. 

The  next  venture  of  the  State  of  Mississippi  in  the  business  of  banking  was  in 
connection  with  the  Mississippi  Union  Bank.  Its  charter,  granted  in  1838,  pro- 
vided for  a  capital  of  $15,000,000,  "  to  be  raised  by  means  of  loans  to  be  obtained 
by  the  directors."  These  loans  were  to  be  negotiated  through  bonds  of  the  State,  for 
the  security  of  which  the  credit  of  the  State  was  pledged.  The  stock,  however,  was 
to  be  subscribed  by  real  estate  owners  alone,  who  were  to  give  mortgages  to  secure 
their  subscriptions. 

In  1838  the  first  $5,000,000  of  these  bonds  were  issued  and  put  on  the  market. 
All  were  sold  at  par  through  Nicholas  Biddle,  president  of  the  Bank  of  the  United 
States,  then  operating  under  a  Pennsylvania  charter.  The  proceeds  were  paid  in 
instalments  of  $1,000,000  each  at  intervals  of  two  months.  The  other  banks  of  the 
country  at  the  time  not  being  on  a  specie  basis,  the  bank  decided  for  the  present 
to  issue  only  post  notes.  On  September  27,  1838,  the  Board  of  Managers  com- 
menced discounting,  issuing  post  notes  payable  August  1st,  1839.  By  January  17, 
1839,  the  notes  discounted  on  personal  security  alone,  or  upon  personal  security  and 
cotton,  amounted  to  more  than  $4,000,000 ;  and  the  post  notes  in  circulation  at  the 
same  date  aggregated  $2,228,150  and  demand  notes  $51,000.  A  report  of  a  legislative 
investigating  committee  in  April,  1840,  makes  the  total  issue  of  parent  bank  and 
six  branches  outstanding  on  that  date,  $3,337,665.  By  December,  1841,  this  had 
been  reduced  to  $1,872,366.  The  resources  at  this  latter  date  included  $4-868,158  of 
"suspended"  debt. 

The  management  of  the  institution  seems  to  have  been  not  only  visionary,  but 
grossly  negligent  in  scrutinizing  the  character  of  the  paper  offered  for  discount,  and 
many  loans  were  made  where  it  afterwards  transpired  nothing  could  be  collected. 
The  proceeds  of  the  $5,000,000  of  State  bonds,  disposed  of  in  1838,  had  all  been 
wasted  in  less  than  eighteen  months  after  the  bank  commenced  discounting  in 
September  of  1838.  Nearly  a  million  dollars  was  lost  by  advances  on  cotton  alone. 
By  1842  the  condition  of  the  bank  had  become  so  hopeless  that  an  assignment  was 
had  and  preparations  made  to  wind  up  the  institution. 

In  setting  forth  the  situation  to  the  Legislature  in  1842,  the  Governor  said  : 
"  The  interest  on  those  bonds  has  not  been  paid  during  the  past  year.  The  Mississippi 
Union  Bank  will  not  be  able  hereafter  to  pay  any  portion  of  the  interest  or  prin- 
cipal of  those  bonds.  With  good  management  the  bank  may  possibly,  under  favor- 
able circumstances,  be  enabled,  at  a  day  far  distant,  to  take  up  all  her  circulation 
($1,872,366)."    The  paper  of  the  bank  was  then  selling  at  35  cents  on  the  dollar. 

As  early  as  1841  the  interest  on  all  of  the  State  bonds — both  those  issued  in 
behalf  of  the  Planters'  Bank,  amounting  to  $2,000,000,  and  the  $5,000,000  which  had 
actually  been  issued  and  sold  for  the  Mississippi  Union  Bank — was  in  default.  The 
State,  after  a  protracted  discussion,  then  denied  all  obligations  to  pay  the  bonds, 
for  the  reason  that  they  were  not  issued  in  accordance  with  the  constitutional 
requirements,  and,  finally,  a  constitutional  amendment  was  passed  forbidding  the 
payment  of  any  of  them. 

Illinois. 

The  Constitution  of  1818,  upon  the  admission  of  Illinois  as  a  State,  prohibited 
the  establishment  of  any  new  bank  except  a  State  bank  and  branches  ;  and  at  the 
first  session  of  the  State  Legislature  a  new  bank  was  incorporated,  by  act  approved 
March  22,  1819,  by  the  name  of  the  "President,  Directors  and  Company  of  the 
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State  Bank  of  Illinois."  This  was  to  be  the  joint  property  of  individuals  and  of  the 
State.  Half  of  its  stock  of  four  millions  was  to  be  subscribed  by  individuals,  the 
rest  by  the  State  of  Illinois,  whenever  the  Legislature  should  deem  it  proper.  Ten 
percent,  of  such  subscriptions  as  were  made  was  to  be  paid  down  in  specie  or  cur- 
rent bank  notes ;  but  as  soon  as  fifteen  thousand  dollars  had  been  actually  re- 
ceived, directors  were  to  be  elected  and  business  begin.  The  president  and  six 
directors  were  to  be  elected  by  joint  convention  of  the  Senate  and  House  of  Repre- 
sentatives and  six  directors  by  the  stockholders.  Branch  banks  could  be  established 
to  the  number  of  ten. 

So  far  as  this  new  bank,  incorporated  in  1819  under  the  name  of  the  State  Bank 
of  Illinois,  was  concerned,  these  provisions  were  not  important,  for  no  stock  was 
ever  subscribed,  and  the  bank  never  existed,  therefore,  except  on  the  statute  books 
of  the  State. 

As  neither  the  act  incorporating  this  new  bank  nor  the  modification  of  it 
shortly  after,  allowing  subscribers  to  pay  for  the  stock  in  State  warrants  rather 
than  in  specie,  was  successful  in  inducing  subscriptions,  the  Legislature,  at  its  next 
session  in  1821,  repealed  the  law,  and  embarked  the  State  of  Illinois  in  a  new  bank- 
ing project,  wherein  it  acted  officially  and  exclusively  and  without  the  co-operation 
of  any  private  persons.* 

On  February  3,  1821,  there  was  passed  an  act  entitled  "  An  Act  Establishing 
the  State  Bank  of  Illinois,"  which  was  to  have  a  capital  stock  of  half  a  million 
dollars,  based  entirely  upon  the  credit  of  the  State.  Its  headquarters  were  to  be 
at  Vandalia,  the  seat  of  Government,  and  it  was  to  be  owned  entirely  by  the  State. 
The  State  was  divided  into  five  districts,  each  to  have  a  branch  of  the  State  Bank 
of  Illinois.  There  were  to  be  a  president  and  six  directors  of  the  principal  bank,  and 
five  directors  for  each  branch  bank,  to  be  elected  by  the  Legislature  every  two 
years.  The  bank  was  authorized  to  issue  notes  of  the  denominations  of  $1,  $2,  $3, 
$5,  $10  and  $20  bearing  2  per  cent,  annual  interest  and  payable  in  ten  years. 

The  circulating  notes  were  made  receivable  in  payment  of  State  and  County 
taxes,  and  for  costs  and  fees  and  salaries  of  public  officers  ;  and  the  refusal  by  a 
creditor  to  receive  them  in  payment  of  a  debt  enabled  the  debtor,  by  giving  per- 
sonal security,  to  stay  collection  for  three  years.  The  law  required  the  bank  to 
lend  to  the  people  $100  on  personal  security,  and  in  amounts  not  exceeding  $1,000, 
upon  notes  secured  by  mortgage  on  real  estate. 

The  act  further  provided  for  the  distribution  of  these  bills,  which,  as  is  seen, 
were  based  entirely  upon  the  credit  and  taxing  power  of  the  State,  for  no  capital 
was  ever  invested  in  the  bank.  Indeed  the  capital  is  explicitly  specified  in  the  act 
referred  to  as  the  half-million  dollars  of  bills  which  the  bank  was  authorized  to 
issue.  As  a  matter  of  fact,  but  $300,000  of  them  were  emitted.  Each  branch  bank 
by  the  terms  of  the  law  was  given  that  portionate  share  of  this  issue  which  the 
number  of  inhabitants  in  that  district  bore  to  all  the  inhabitants  of  the  State.  The 
law  provided  that  as  soon  as  the  president  and  directors  of  the  different  branches 
were  furnished  with  the  several  sums  as  specified,  they  were  authorized  and  re- 
quired to  loan  out  the  same,  or  so  much  thereof  as  might  be  applied  f  Or  by  citizens 
residing  within  the  district,  and  that  the  president  and  directors  of  the  principal 
bank  and  each  of  its  branches,  in  the  granting  of  loans  to  the  several  applicants, 
should  make  among  the  inhabitants  composing  each  of  their  respective  districts  a 
distribution  as  nearly  as  practicable  according  to  the  relative  population  contained 
in  the  respective  counties  in  such  districts. 

The  bank  went  into  operation  during  the  Summer  of  1821.  Everyone  who 
could  get  an  endorser  borrowed  his  $100,  and  these  loans,  with  those  made  on  real 
estate  security,  soon  amounted  to  the  whole  capital  of  the  bank.  The  notes  were 
to  be  renewed  on  payment  of  10  per  cent,  of  the  principal  annually.  The  law  pro- 
vided that  each  year  one-tenth  of  the  loans  which  were  thus  provided  for  should  be 
called  in,  and  one-tenth  part  of  the  whole  amount  of  notes  should  be  redeemed  and 
withdrawn  from  circulation. 

Not  long  after,  the  circulation  of  the  bank  was  quoted  at  seventy-five  cents  on 
the  dollar,  then  at  fifty  cents,  and  finally  at  twenty-five  cents,  when  it  ceased  to 
circulate.  By  the  year  1824,  it  became  impossible  to  pay  the  expenses  of  the  State 
Government  with  the  notes  at  their  par  value,  and  the  State  officers  were  paid  in 
them  at  their  real  value — thus  frequently  receiving  three  dollars  in  bank  notes  in 
payment  of  one  dollar  in  specie. 

A  loan  of  the  State  of  $100,000  was  negotiated  in  these  notes  at  par,  and  the 
notes  subsequently  paid  out  at  fifty  cents  on  the  dollar.  As  the  State  finally  re- 
deemed the  issues  at  par,  it  is  estimated  that  the  total  loss  through  depreciation, 
and  from  worthless  loans,  amounted  to  about  $400,000. f 


*  Lyman  J.  Gage,  in  World's  Congress  of  Bankers  and  Financiers. 
t  J.  J.  Knox,  in  Rhodes'1  Journal  of  Banking,  August,  1892. 
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In  the  session  of  1825,  however,  the  Legislature  did  pass  an  act  requiring  the 
cashier  of  the  bank  to  collect  all  the  bank  notes  issued  and  which  had  come  back  to 
the  bank,  and  all  unsigned  notes  or  notes  never  issued,  and  burn  them  in  the  pres- 
ence of  the  Governor  and  the  Judges  of  the  Supreme  Court  in  the  public  square  in 
the  town  of  Vandalia.  It  also  provided  that  all  notes  which  afterward  came  into 
the  hands  of  the  State  Treasurer  should  have  a  stamp  of  re-issue  placed  upon  them, 
and  then  should  be  paid  out  without  adding  interest,  and  should  thereafter  cease 
to  bear  interest ;  while  all  those  which  came  into  the  hands  of  the  cashiers  of  the 
different  branch  banks  in  payment  of  installments  of  the  indebtedness  should  be 
each  year  burned  during  the  session  of  the  Supreme  Court,  in  the  presence  of  the 
judges  thereof,  and  of  the  Governor  and  Secretary  of  State,  and  of  the  Auditor  of 
Public  Accounts,  and  of  the  State  Treasurer.  This  act  also  did  away  with  the  presi- 
dent and  directors  of  the  different  banks ;  vested  the  entire  power  of  the  banks  in 
the  hands  of  the  cashiers,  and  provided  that  the  cashiers  should  be  appointed  by 
the  Governor.  By  various  reports  of  the  Auditor,  however,  up  to  1831,  when  the 
affairs  of  this  bank  were  finally  wound  up,  it  appears  that  very  few  of  the  notes 
found  thir  way  into  the  hands  of  the  cashiers  to  be  burned — in  some  years  only 
three  or  four  bills.  The  persons  owing  debts  to  the  bank  were  apparently  either 
unable  or  unwilling  to  pay  them  even  in  its  depreciated  currency. 

In  1831  the  affairs  of  the  State  bank  were  practically  closed,  the  State  borrow- 
ing $100,000 — the  celebrated  Wiggins  loan — and  redeeming  all  the  notes  of  th« 
bank  then  outstanding. 

From  1831  to  1835  the  State  was  without  banks  of  any  kind.  In  February,  1835, 
the  Legislature  chartered  a  new  State  bank,  with  a  capital  of  $1,500,000  with  the 
privilege  of  increasing  to  $2,500,000.  By  the  terms  of  the  charter  the  State  was  to 
become  a  partner  and  hold  $100,000  of  the  stock.  Its  charter  to  expire  in  1860,  con- 
veyed the  ordinary  banking  powers  and  privileges,  and  also  required  the  institution 
to  have  a  real  estate  fund  of  $1,000,000,  to  be  loaned  out  on  real  estate  mortgages 
for  five  years.  It  could  issue  bills  of  denomination  not  less  than  $5,  to  two  and 
one-half  times  its  capital  stock,  and  loan  and  discount  to  three  times  its  capital 
stock. 

The  stock  of  the  bank  was  eagerly  taken,  the  subscriptions  soon  exceeding  the 
limit ;  and  the  stock  ran  up  to  a  premium  of  thirteen  per  cent.  The  provision  se- 
curing small  holders  of  stock  proportionately  more  votes  than  larger  ones,  was  in- 
effective, parties  desiring  a  controlling  interest  procuring  through  agents  powett* 
of  attorney  to  subscribe  for  stock  and  manage  it.  An  effort  made  by  a  firm  at  Alton 
controlling  a  large  amount  of  stock  to  boom  Alton  as  a  commercial  rival  of  St. 
Louis  failed  and  the  bank  lost  heavily — nearly  $1,000,000 — and  was  not  far  from 
insolvency  at  the  end  of  the  second  year  of  its  existence,  though  this  fact  was  not 
generally  known. 

But  not  content  with  one  bank,  the  Legislature,  on  the  very  day  on  which  it 
chartered  the  State  Bank,  passed  an  act  continuing  in  force  for  twenty  years  the 
charter  of  the  Bank  of  Illinois  at  Shawneetown,  originally  incorporated  by  the 
Territorial  Legislature.  The  authorized  capital  of  the  revived  bank  at  Shawnee- 
town was  fixed  at  $300,000,  of  which  one-third  was  reserved  for  the  State. 

To  all  outward  appearance  the  Bank  at  Shawneetown  and  the  State  Bank  con- 
tinued to  be  sound  and  in  good  repute  till  1837.  In  connection  with  an  extended 
scheme  of  internal  improvement  authorized  in  that  year,  the  capital  stock  of  the 
State  Bank  was  increased  by  $2,000,000  additional  subscription  on  the  part  of  the 
State  ;  and  that  of  the  Bank  at  Shawneetown  by  $1,000,000  on  behalf  of  the  State 
and  $400,000  to  be  subscribed  by  individuals.  A  loan  of  $3,000,000  was  authorized 
to  pay  the  subscriptions  by  the  State.  It  was  expected  that  the  State  bonds  would 
sell  at  a  premium,  but  when  offered  in  the  market  they  could  not  be  sold  at  par. 
The  banks,  however,  to  prevent  the  measure  from  falling  through  agreed  to  take 
the  bonds  at  par,  instead  of  money,  as  subscriptions  for  the  stock.  The  Shawnee- 
town bank  sold  bonds  amounting  to  $900,000,  but  $1,765,000  of  bonds  turned  over  to 
the  State  Bank  were  never  sold  but  held  as  capital.  While  the  State  was  thus  to 
hold  a  majority  of  the  stock  in  each  bank,  yet  the  private  stockholders  were  still 
to  have  a  majority  of  the  Directors.  The  State  Bank  had  five  branches  when  organ- 
ized ;  and  the  Bank  at  Shawneetown  was  afterwards  authorized  to  open  branches. 

The  two  banks  were  made  by  law  the  agents  of  the  State  in  the  collection, 
receipt,  transfer  and  disbursements  of  the  internal  improvement  funds,  and  the 
State  Bank  of  Illinois  was  made  in  effect  the  treasury  of  the  State  by  an  act 
requiring  the  Auditor  to  contract  with  it  that  it  should  receive  upon  deposit  and 
disburse  the  State's  revenue. 

The  notes  of  the  State  Bank  were,  in  1836,  made  receivable  for  taxes  and  all 
public  dues  ;  and  after  the  resuscitation  of  the  Bank  of  Illinois  at  Shawneetown  its 
notes  were  given  like  currency  in  all  payments  to  the  State. 
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In  1837  the  banks  of  Illinois,  in  common  with  others  throughout  the  United 
States,  suspended  specie  payments,  in  which  action  they  were  sustained  by  the 
Legislature,  which  legalized  the  suspension  and,  in  1841,  for  the  first  time  granted 
the  State  Bank  the  privilege  of  issuing  one,  two  and  three  dollar  notes.  Both  the 
State  Bank  and  that  at  Shawneetown  were  compelled  or  induced  to  make  loans  to 
the  State. 

In  February,  1842,  the  State  Bank  with  a  circulation  of  $3,000,000,  made  a  dis- 
astrous failure,  and  the  following  June,  the  Bank  of  Shawneetown  also  failed,  with 
a  circulation  outstanding  of  $1,700,000.  The  circulation  of  the  State  at  that  time 
consisted  almost  entirely  of  the  issues  of  these  two  banks.  In  1842,  Governor  Ford 
estimated  that  the  good  money  in  the  State  in  the  hands  of  the  people  did  not 
exceed  one  year's  interest  on  the  public  debt.  The  paper  of  the  two  banks  had 
been  at  a  discount  from  the  time  the  United  States  had  refused  to  receive  it  in  pay- 
ment for  the  public  lands  and  to  make  the  banks  depositories  of  public  moneys. 
The  discount  at  first  was  two  or  three  per  cent.;  but  during  the  two  or  three  years 
previous  to  failure,  it  had  increased  to  twelve  and  fifteen  per  cent.  This  large 
discount  was  not  generally  understood,  for  the  reasons  that  the  banks  continued 
to  make  their  notes  the  standard,  and  specie,  when  used,  was  received  at  a 
premium. 

In  1842,  by  virtue  of  discretionary  power  lodged  in  them  by  the  Act  of  1836, 
the  governor,  auditor  and  treasurer  of  the  State  prohibited  the  reception  of  State 
Bank  paper  for  taxes,  and  warned  collectors  against  accepting  that  of  the  Bank  of 
Illinois  at  more  than  its  current  value. 

When  the  Legislature  of  the  State  met  in  1842  and  1843,  two  plans  were  advo- 
cated for  putting  the  banks  in  liquidation.  One  party,  the  minority,  were  in  favor 
of  repealing  the  charters  and  of  the  appointment  of  commissioners  who  should 
take  possession  of  the  property  of  the  banks.  The  other  party  favored  a  com- 
promise bv  which  the  State  would  at  once  be  paid  or  nearly  paid  for  the  stock 
advanced  by  it.  The  State  Bank  held  $1,750,000  of  State  bonds,  and  $290,000  in 
Auditor's  warrants,  together  with  scrip,  amounting  in  all  to  $2, 100,000 — the  amount 
of  the  stock  subscribed  by  the  State. 

The  bank  at  Shawneetown  was  willing  to  pay  $500,000  immediately,  and  the 
remainder  shortly.  It  held  $469,998  of  Auditor's  warrants,  which  it  was  to 
surrender  as  part  of  the  first  payment.  After  some  opposition  the  moderate  party 
prevailed  and  two  Acts  were  passed — one  to  diminish  the  State  debt  and  to  put 
the  State  Bank  in  liquidation,  and  the  other  to  diminish  the  State  debt  $1,000,000 
and  to  put  the  Bank  of  Illinois,  at  Shawneetown,  in  liquidation.  Of  the  $500,000  of 
circulation  and  certificates  of  deposit  of  the  State  Bank  held  by  the  public,  about 
$410,000  were  redeemed  and  destroyed,  leaving  about  $90,000  unpaid.  The  two 
banks  surrendered  the  stocks  of  the  State  issued  to  them,  and  by  the  direction  of 
the  Governor  these  stocks  amounting  to  $3,050,000,  were  cancelled  and  burned  in 
the  presence  of  the  Legislature  in  the  capital  square  at  Springfield. 

This  experience  seems  to  have  been  sufficient,  for  the  people  in  the  Constitu- 
tion of  1848  provided  that  no  State  bank  should  thereafter  be  created,  nor  should 
the  State  own  or  be  liable  for  any  stock  in  any  corporation  or  joint  stock  associa- 
tion for  banking  purposes  to  be  thereafter  created. 

Tennessee. 

The  State  of  Tennessee  was  admitted  into  the  Union  in  1796.  By  1819  its 
banking  experience  had  been  quite  varied — commencing  with  the  Nashville  Bank 
in  1807,  with  several  branches  which  were  shortly  afterwards  wound  up  with  some 
loss  to  billholders  and  stockholders  ;  followed  in  1811  by  the  Bank  of  the  State  of 
Tennessee,  and  in  1817  by  a  number  of  independent  banks,  most  of  which  after- 
wards became  branches  of  the  Bank  of  the  State  of  Tennessee  ;  and  ending  in  1819 
with  the  establishment  of  the  Farmers'  &  Mechanics'  Bank  of  Nashville  which 
closed  in  insolvency  within  the  year. 

"In  1820,  the  State  Bank  of  Tennessee  was  incorporated  with  a  capital  of 
$1,000,000  on  the  basis  of  funds  belonging  to  the  State.  It  was  located  at  Nashville 
with  a  branch  at  Knoxville.  Agencies  were  created  in  every  County  to  loan 
money  to  citizens  not  exceeding  $500  in  any  single  loan,  on  twelve  months'  credit, 
upon  mortgage  on  real  estate  or  personal  property  wortih  double  the  amount.  The 
bank  was  authorized  by  its  charter  to  issue  bills  to  order  or  bearer,  upon  the 
security  of  the  borrower,  guaranteed  by  the  State,  the  proceeds  of  certain  lands 
and  other  securities  being  pledged  by  the  law. 

No  specie  was  required  to  be  held,  but  State  stocks  to  the  amount  of  $250,000 
were  issued  to  it,  which  it  was  authorized  to  sell  at  par.  There  was  afterwards 
some  doubt  as  to  the  meaning  of  par — whether  specie  or  specie-paying  bank  notes. 
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$1,000,000  of  inconvertible  bills  were  thus  distributed  in  loans  of  $500  among  the 
community."  f 

Previous  to  the  passage  of  this  Act,  General  Jackson  wrote,  and  was  first- 
signer  of  a  pungent  memorial  to  the  Legislature  denouncing  the  provisions  and 
passage  of  the  law.  He  declared  it  to  be  a  violation  of  the  tenth  section  of  the  first 
article  of  the  Constitution,  which  declares  that  "  no  State  shall  coin  money  or  emit 
bills  of  credit,  or  make  anything  but  gold  and  silver  a  legal  tender  in  payment  of 
debts."  In  this  memorial  he  says:  "  To  any  intelligent  man  who  has  directed  his 
attention  to  the  operations  of  banking  institutions,  his  own  experience  and  reflection 
will  at  once  convince  him  that  bills  issued  on  any  other  basis,  save  that  of  specie, 
must  prove  inefficient  and  abortive,  owing  to  its  having  no  other  basis  but  that  of 
property,  and  not  being  convertible  into  specie,  it  can  never  be  estimated  as  an 
equivalent;  it  will  not  engross  public  confidence,  but  must  depreciate,  and  if  it 
passes  as  a  medium  of  exchange  at  all,  its  value  must,  in  a  great  degree  be  nominal. 
These  propositions  have  been  satisfactorily  illustrated  by  the  fate  of  Davis'  financial 
Mississippi  scheme,  of  the  Mississippi  stock,  and  Treasury  notes  issued  by  the  United 
States,  as  well  as  by  all  those  cases  in  which  State  authorities  have  undertaken  to- 
put  in  circulation  bills  of  credit,  having  a  corresponding  foundation." 

The  bill  became  a  law  notwithstanding  this  appeal,  and  General  Jackson  was 
censured  by  many  of  his  friends  for  what  was  considered  his  indecorous  interference 
and  dictation  to  the  Legislature  of  the  State.* 

"  The  bank  went  into  operation  with  a  Board  of  Directors  appointed  by  the 
Legislature.  It  was  claimed  that  the  lands  pledged  to  its  support  were  worth  one 
or  two  millions,  that  interest-bearing  claims  worth  $100,000,  owned  by  the  State, 
had  been  transferred  to  it,  besides  $250,000  in  6$  stock.  Its  paper,  however,  went 
below  par.  Two  of  the  oldest  banks  in  the  State  refused  to  accept  it,  and  as  com- 
pared with  the  notes  of  the  Bank  of  the  United  States  it  was  at  ten  per  cent, 
discount.  From  the  sales  of  the  land  mentioned  the  bank  finally  secured  a  capital 
Qf  $750,000,  but  in  1830  overdrafts  to  the  amount  of  $100,000  were  discovered  and 
the  principal  cashier  was  removed.  It  was  found  that  the  books  had  not  in 
certain  accounts  been  posted  for  eighteen  years,  and  it  appeared  that  the  irregular- 
ities were  in  the  interests  of  some  who  were  high  in  authority.  This  bank  closed 
in  1832,  with  some  loss  to  the  State."  f 

In  October,  1832,  the  Union  Bank,  another  institution  based  partly  on  State 
credit,  was  chartered  with  five  branches,  with  a  capital  of  $3,000,000,  of  which  the 
State  was  to  own  and  control  one-third ;  $500,000  appears  to  have  paid  in  by  the 
State  in  5$  bonds,  payable  in  equal  installments,  in  15,  20,  25  and  30  years.  The 
notes  of  the  bank  were  receivable  for  all  dues  to  the  State.  In  1856  the  stock  of 
the  State  in  this  bank  was  transferred  to  the  Bank  of  Tennessee. 

In  November,  1833,  the  Planters'  Bank  was  chartered  upo**  the  model  of  the 
Union  Bank,  with  a  capital  of  $2,000,000,  located  at  Nashville,  with  six  branches, 
located  at  other  points.  The  State  had  an  interest  in  this  bank  also.  Both  of  these 
institutions  were  in  existence  in  1863. 

In  1838  the  Bank  of  Tennessee  at  Nashville  was  incorporated  with  a  capital  of 
$3,226,976,  all  owned  by  the  State,  derived  from  what  was  recovered  from  the  old 
State  Bank  wound  up  in  1832,  the  school  fund,  the  surplus  revenue  fund  deposited 
with  the  State  by  the  General  Government  in  1837,  and  the  sale  of  State  bonds  to 
the  amount  of  $1,000,000.  Its  capital  was  nominally  $5,000,000,  and  it  had  several 
branches,  located  at  Athens,  Clarkesville,  Columbia,  Memphis,  Rogersville,  Shel- 
byville,  Somerville,  Sparta  and  Trenton.  The  school  fund  had  originally  been 
invested  in  the  Planters'  Bank,  but  was  transferred  to  the  new  State  institution. 
The  bank  and  branches  paid  out  each  other's  notes  indiscriminately,  and  the 
mother  bank  was  in  the  habit  of  redeeming  the  notes  of  its  banches  under  an 
arrangement  with  the  principal  banks  in  Nashville,  "made  upon  the  suggestions 
of  the  other  banks  and  always  fulfilled  strictly  by  this  bank."  It  was  required  to 
pay  annually  to  the  State,  for  interest  on  internal  improvement,  bonds  for  school 
funds,  interest  and  expenses  ont  State  stocks,  etc.,  $274,826.  This  heavy  burden 
it  could  not  carry,  and  in  1849  Governor  Brown  announced  to  the  Legislature  that 
its  net  annual  profits  were  but  $175,000 ;  that  the  capital  had  already  been  reduced 
from  $3,227,000  to  $^,500,000,  and  that  at  this  rate  the  whole  capital  wonld  be  sunk 
in  sixteen  years.  He  recommended  that  the  demands  on  the  bank  should  be  light- 
ened or  the  institution  wound  up. 

In  1855  Governor  Johnston  recommended  the  winding  up  of  this  bank,  and  the 
Legislature  in  1853,  in  anticipation  of  this  action,  chartered  seven  stock  batiks  to 
take  its  place. f 

At  an  investigation  into  the  condition  of  the  bank  in  1858,  it  appears  that  its 

*  H.  F.  Baker  :  Boeing  in  Tennessee.  Bankers'  Magazine  (N.  Y.),  Vol.  XI.,  p.  82. 
t  J.  J.  Knr  x,  jr    diodes"  Journal  of  Banking,  October,  18W. 
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capital  stock,  with  the  dates  when  paid  into  the  bank,  was  composed  of  the  follow- 
ing items  : 

1838.         Proceeds  of  $1,000,000  6£  State  Bonds,  payable  30  years  after  date,  May  7, 

1838,  interest  payable  semi-annually  in  New  York, $1,000,000.00 

School  Fund 2(56,209.05 

School  Fund  from  Ocoee  lands 600,406.42 

1839-40.    Surplus  Revenue  deposited  with  the  State  by  Act  of  Congress 1,353,209,45 

1845.         Proceeds  of  sales  of  public  lands 11,703.32 

Aggregate  of  cash  capital  actually  paid  into  the  bank $3,231,618.24 

1856.         State  stock  in  the  Union  Bank $625,600 

School  fund  stock  in  Union  Bank 38,894 

School  fund  stock  in  Planters'  Bank 232,700  897,194.00 

Total  amount  of  Capital  Stock  paid  in $4,128,812.24 

Of  this  last  stated  amount  of  capital,  the  bank  reports  $761,074.92  to  have  been 
lost.  The  circulation  outstanding  January  1,  1858,  was  $2,308,973.  It  also  appears 
from  this  report  that  during  this  entire  period — 1838-58 — the  bank  had  paid  : 

Interest  on  State  debt $1,472,157.95 

For  use  of  Schools  and  Colleges 1,298,000.00 

Appropriations  for  River  Improvement 68,375.66 

Cash  into  the  Treasury 1,391 ,988.97 

Total $4,230,522.58 

On  the  1st  of  January,  1858,  the  bank  had  been  in  operation  nineteen  and  a 
half  years,  and  the  amount  of  profits  shown  by  its  statement  at  that  time  proves 
that,  estimating  at  their  par  value  all  the  bills  receivable,  stocks,  real  estate, 
etc.,  then  on  hand,  the  average  profit  had  been  less  than  six  per  cent,  per  annum 
upon  the  actual  capital  which  it  had  received  ;  and  Governor  Harris  recommended 
that  the  interest  of  the  State  should  at  least  not  be  extended. 

The  bank  continued  in  business  for  several  years  longer.  In  January,  1861,  it 
had  $1,313,728  notes  still  outstanding  ;  while  its  loans  and  discounts  amounted  to 
$4,945,519. 

In  February,  1866,  an  act  was  passed  requiring  the  Governor  to  appoint  six 
directors  to  wind  up  the  business  of  the  bank,  and  in  April  of  that  year  the  Board  of 
Directors  made  an  assignment  of  all  the  assets  to  a  trustee,  who  proceeded  to  wind 
up  the  bank  in  chancery.  In  1866  he  reported  the  entire  assets,  including  worthless 
claims  to  be  about  $16,000,000.  When  the  available  assets  were  finally  distributed 
to  noteholders  pro  rata  provision  was  made  for  issuing  certificates  for  the  balance, 
which  were  receivable  for  taxes.  An  attempt  was  made  in  1869  to  convert  the 
notes  of  the  bank  into  bonds,  but  this  failed.  The  holders  of  the  notes  were  finally 
paid  in  full.  But  those  who  had  money  deposited  with  the  State  Bank  never 
received  any  return.''* 

Alabama. 

The  Territory  of  Alabama  was  admitted  into  the  Union  as  a  State,  December 
14,  1819,  with  a  Constitution  containing  provisions  expressly  designed  to  enable  the 
State  to  embark  in  the  banking  business  with  the  citizens  of  the  State.  The  Con- 
stitution provided  that  one  State  bank  might  be  established,  with  such  number  of 
branches  as  the  General  Assembly  might  deem  expedient.  Two-fifths  of  the  capital 
stock  was  to  be  reserved  for  the  State ;  and  the  individual  stockholders  and  the 
State  were  to  control  the  bank  and  to  be  liable  for  its  debts,  in  proportion  to  the 
stock  held  by  them  respectively.  No  bank  was  to  commence  business  until  half  of 
the  capital  stock  subscribed  was  actually  paid,  in  gold  and  silver,  which  amount 
should  in  no  case  be  less  than  one  hundred  thousand  dollars.  It  was  provided  in 
this  Constitution,  that  the  then  existing  banks  could  become  branches  of  a  general 
State  bank  after  the  establishment  of  the  same,  upon  such  terms  as  the  Legislature 
and  the  said  banks  might  agree. 

With  such  provisions  in  their  Constitution,  we  can  readily  draw  the  conclusion, 
that  the  people  of  those  days  were  very  much  like  the  Sub-Treasury  men  of  the 
present  times.  They  believed  that  there  was  a  certain  kind  of  legislative  legerde- 
main by  which  a  State  could  not  only  make  money,  but  could  make  money  plenty 
and  cheap,  and  hence,  they  laid  the  foundation  broad  and  deep  in  their  organic 
law,  for  the  establishment  of  banks  for  the  State.  At  the  first  session  of  the  Legis- 
lature after  the  State  was  admitted  into  the  Union,  an  act  was  passed  by  the  Gen- 
eral Assembly  entitled  "  An  Act  to  incorporate  the  subscribers  to  the  Bank  of  the 
State  of  Alabama,"  which  was  approved  Dec.  21,  1820. f 

*  Phelan:  History  of  Tennessee,  p.  274. 

t  J.  H.  Fitts  :  Sketch  of  the  State  Bank  of  Alabama,  in  Proceedings  of  the  Second  Annual  Convention 
qf  the  Alabama  Bankers'  A  «**£&*.    1891. 


STATES  AS  BANKERS.  239 


The  object  and  design  of  this  act  was  to  afford  the  citizens  of  the  State  an  op- 
portunity to  establish  a  bank  on  the  principles  set  forth  in  the  Constitution.  The 
bank  was  to  be  located  at  the  town  of  Cahawba,  so  long-  as  it  remained  the  capital 
of  the  State,  and  to  be  removed  to  the  place  where  the  seat  of  government  was  per- 
manently established.  The  capital  stock  was  not  to  exceed  two  millions,  two-fifths 
of  which  was  to  be  reserved  for  the  State,  and  three-fifths  raised  by  subscription 
from  the  people. 

The  act  prescribed  that  the  public  money  of  the  State  should  be  deposited  in 
this  bank  "  when  lying  inactive,"  and  the  bank  was  to  be  organized  under  the  name 
and  style  of  "  The  President,  Directors  and  Company  of  the  Bank  of  the  State  of 
Alabama,"  so  soon  as  one  hundred  thousand  dollars  of  the  subscribed  capital  stock 
was  paid  in  gold  and  silver.  The  bank  was  to  be  governed  by  thirteen  directors,  to 
be  elected  annually  by  the  stockholders,  by  a  certain  scale  of  voting,  by  which  a 
stockholder  having  ten  shares  would  be  entitled  to  five  votes,  while  one  having  a 
hundred  shares  would  have  twenty  votes,  and  if  the  State  or  an  individual  held  five 
hundred  or  more  shares,  neither  could  have  but  thirty  votes.  All  the  efforts  to 
organize  a  bank  under  this  act  proved  a  failure,  which  was  owing  to  the  inability 
on  the  part  of  the  superintendents  to  get  the  requisite  amount  of  capital  sub- 
scribed ;  and  this  inability  of  the  superintendents  to  obtain  subscriptions  was 
caused,  doubtless,  by  the  indisposition  of  the  capitalists  of  those  days  to  go  into 
banking  on  such  communistic  principles.  No  matter  what  may  have  been  the 
cause  of  this  failure,  the  effect  upon  the  people  was  simply  to  increase  their  zeal 
and  the  determination  to  have  a  State  bank,  and  this  they  resolved  to  have,  even  if 
the  State  was  required  to  furnish  all  the  capital.  In  carrying  out  this  determina- 
tion an  act  was  passed  on  the  20th  of  December,  1823,  which  will  forever  be  mem- 
orable in  the  history  of  Alabama.  This  was  an  act  entitled,  "  An  Act  to  establish 
the  Bank  of  the  State  of  Alabama."  The  preamble  to  this  act  is  in  the  following 
words  : 

"Whereas,  It  is  deemed  highly  important  to  provide  for  the  safe  and  profitable  investment  of 
«nch  public  funds  as  may  now  or  hereafter  be  in  the  possession  of  the  State,  and  to  secure  to  the  community 
the  btnefits,  so  far  as  may  be,  of  an  extended  and  undepreciating  currency;  Therefore  be  it  enacted,"  etc. 

"  In  the  light  of  the  future  history  of  this  bank,  we  will  discover  that  the  efforts 
to  provide  a  "safe  and  profitable  investment"  for  the  public  funds  proved  unsuc- 
cessful, but  that  the  high  hopes  expressed  in  this  preamble  as  to  an  "  extended  cur- 
rency," were  fully  realized,  for  the  notes  of  the  bank  were  extended  over  the 
country  to  such  an  extent  as  to  be  worth  only  from  fifty  to  seventy-five  cents  on  the 
dollar.  The  provisions  of  this  act,  passed  the  twentieth  of  December,  1823,  "To 
establish  the  Bank  of  the  State  of  Alabama,"  are  in  many  respects  similar  to  those 
contained  in  the  act  of  Dec.  21, 1820.  The  principal  differences,  however,  were  of  a 
very  marked  character.  The  capital  of  the  Bank  of  the  State  established  under 
this  act  of  1823,  was  not  limited  to  any  amount,  and  was  to  be  furnished  by  the 
State  alone  without  any  stock  being  taken  by  the  citizens.  Its  management  was 
intrusted  to  a  president  and  twelve  directors,  to  be  elected  annually  by  a  joint  vote 
of  the  General  Assembly. 

"  The  only  limit  on  the  amounts  of  the  notes  which  could  be  issued  was  as  fol- 
lows :  In  such  sums  as  the  president  and  directors  might  deem  '  most  expedient 
and  safe,'  and  the  only  restriction  whatever,  was  that  no  notes  could  be  issued  for 
circulation  of  a  less  denomination  than  one  dollar,  and  this  restriction  was  soon  re- 
moved by  the  Legislature,"*  resulting  in  the  issue  of  notes  for  6j^  cents,  12%  cents, 
25  cents,  50  cents,  and  75  cents,  redeemable  when  presented  in  sums  of  $5.00. 

Various  public  funds  were  set  apart  by  the  act  to  constitute  a  part  of  the  capital 
of  the  bank,  among  which  were  the  proceeds  derived  from  the  sale  of  the  lands  do- 
nated by  Congress  for  schools,  amounting  to  about  $1,300,000,  and  some  $500,000  of 
funds  of  the  University  of  Alabama.  $100,000  of  State  stock,  to  which  was  added 
in  1828  an  additional  like  amount,  was  issued  and  sold  for  the  benefit  of  the  bank. 
This,  however,  was  only  the  beginning.  Between  1832  and  1837  the  State  issued 
bonds  to  the  amount  of  $13,800,000  for  the  increase  of  the  capital  of  the  State  Bank 
and  to  assist  it  in  resuming  specie  payments.  Of  these  bonds  nearly  $4,000,000  are 
included  in  the  present  indebtedness  of  the  State. 

The  money  to  be  loaned  by  the  bank,  was  required  to  be  apportioned  among 
the  several  counties  in  the  State  in  proportion  to  their  representation  in  the  Gen- 
eral Assembly.  No  individual,  partnership  or  corporation  (University  of  Alabama 
alone  excepted)  was  permitted  to  be  indebted  for  a  greater  amount  than  $3,000, 
though  the  president  and  directors  seem  to  have  been  able  to  borrow  almost  any 
amount. 

The  principal  office  was  at  Tuscaloosa.  Three  branches  were  established  in 
1834  and  one  in  1835,   located  at  Mobile,  Montgomery,  Huntsville  and  Decatur, 

*  J.  H.  Fitts :  Sketch  of  the  State  Bank  of  Alabama. 
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respectively,  all  of  which  suspended  specie  payments  in  1837.     The  charters  of  all 
these  branch  banks  were  repealed  at  the  session  of  1842-43. 

The  following  statement  shows  the  capital,  amount  of  notes  in  circulation, 
etc.,  for  different  dates  : 

1826.  Nov..  1834.  Nov.,  1837.  Nov.,  1841.  Nov.,  1844. 

Capital  Stock $253,646  $4,708,948  $6,899,248  $11,072,934  $10,356,484 

Notes  in  Circulation 273,507  2,446,867  6,676,050  7,026,102  3,128,276 

Individual  Deposits 164,735  986,707  3,605,180  833,089  197,783 

Loans  and  Discounts 448,859  7,26r,211  20,642,473  19,212,247  13,701,500 

Specie 141,330  778,013  540,767  1,247,059  62,218 

Notes  of  other  Banks 109,210  141,738  255,307  82,077 

In  1844  the  bad  debts  were  estimated  to  be  $0,292,599. 

By  December  1,  1847,  the  total  outstanding-  circulation  of  the  Bank  and 
branches  had  been  reduced  to  $457,177,  as  to  which  the  commissioners  then  reported 
that,  while  not  convertible  into  specie,  the  notes  had  appreciated  in  value  and  for 
some  time  past  had  been  almost  at  par  with  specie.  The  discount  was  less  than 
one  per  cent. 

Before  many  years  had  passed  scandal  in  reference  to  the  relations  of  directors 
to  the  bank  and  to  mem  bers  of  the  Legislature  became  so  marked  that  a  Legisla- 
tive investigation  was  ordered.  This,  however,  was  hushed  up  and  the  evidence 
taken  never  given  publicity. 

The  charter  of  the  State  Bank  expired  by  limitation  in  1845,  and  the  task  of 
winding  up  its  concerns  was  conducted  by  commissioners,  whose  labors  were  far 
more  faithfully  performed  than  those  of  the  previous  management.  The  result 
was  the  collection  of  a  sufficient  sum  from  the  assets  to  reduce  the  bonds  issued  in 
aid  of  the  bank  from  $14,000,000  to  less  than  $4,000,000,  but  leaving  a  dead  loss  of 
the  latter  amount,  as  well  as  the  spec,  ial  funds  invested. 

The  State  also  owned  two-fifths  of  the  stock  in  the  Bank  of  Mobile — the  only 
other  bank  in  the  State  during  the  greater  part  of  this  period. 

But  the  experience  of  the  State  had  been  sufficient,  and  the  door  to  further 
ventures  of  the  sort  was  finally  closed  by  the  Constitution  of  1867,  which  provided  : 

"  The  State  shall  not  be  a  stockholder  in  any  bank,  nor  shall  the  credit  of  the 
State  ever  be  given  orloaned  to  any  banking  company,  or  association  or  corpora- 
tion." 

Louisiana. 

March  14,  1818,  Louisiana  had  authorized  a  subscription  of  $500,000  toward  the 
capital  of  $2,000,000  in  the  Louisiana  State  Bank.  The  State  was  to  appoint  six 
out  of  eighteen  directors.  The  bank  wTas  required  to  pay  a  bonus  of  $100,000  to  the 
State,  in  consideration  for  which  "the  stock  and  real  estate  belonging  to  the  said 
bank  shall  forever  during  the  continuance  of  its  charter,  be  exempt  from  the  pay- 
ment of  any  State  tax."  Inasmuch  as  only  $100,000  was  ever  actually  sul  s  ri bed 
and  as  both  bonus  and  exemption  from  taxation  were  also  characteristics  of  subse- 
quent charters  to  other  banking  institutions,  this  bank  can  hardly  be  considered  as 
a  State  institution. 

April  7,  1824,  the  Bank  of  Louisiana  was  chartered,  with  a  capital  of  $4,000,000, 
one-half  of  which  was  subscribed  by  the  State.  For  the  State  subscription  the 
issue  of  5%  bonds  was  authorized  at  the  rate  of  $100  in  bonds  for  every  $83J^  of 
stock,  payable  at  intervals  from  ten  to  twenty-five  years  from  their  dates.  These 
were  to  be  sold  by  the  bank  for  specie.  The  interest  was  to  be  paid  from  the  divi- 
dends upon  the  bank  stock,  any  deficiency  that  might  occur  being  paid  by  the  bank 
and  charged  to  the  account  of  the  State.  Of  the  thirteen  directors  six  were  to  be 
appointed  by  the  Governor  on  behalf  of  the  State.  Five  branches  were  required 
to  be  opened. 

In  1826  the  General  Assembly  seems  to  have  become  provoked  at  the  delay  in 
declaring  dividends  and  insisted  upon  the  declaration  of  a  dividend  upon  the  State 
stock  at  least.  The  difficulty  experienced  in  controlling  the  institution  led  to  the 
appointment  of  a  seventh  director  on  the  part  of  the  State  and  an  act  requiring 
semi-annual  dividends  of  profits.  In  1827  the  profits  accruing  to  the  State  were 
sufficient  to  permit  $300,931  of  the  bonds  to  be  called  in  and  paid,  which  was  author- 
ized by  a  resolution  of  March  24  of  that  year. 

In  1844  the  Treasurer  of  the  State  was  authorized  to  sell  12,000  shares  of  the 
stock  of  the  Bank  of  Louisiana  for  the  purpose  of  raising  funds  to  pay  the  bonds, 
$1,200,000,  falling  due  in  1844  and  1849.  The  bank  itself  purchased  the  bonds,  be- 
coming thereby  obligated  to  redeem  both  series  of  bonds,  which  it  punctually  did. 
The  remainder  of  the  stock  was  also  directed  to  be  sold  in  1844  for  the  purpose  of 
meeting  other  bonds  falling  due. 

In  1832  the  State  incorpo**?.tG.l  t  he  Union  Bank  of  Louisiana,   with  a  capital  of 
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$7,000,000.  This  was  an  institution  established  on  precisely  the  same  foundation  as 
the  Union  Banks  of  Florida  and  Mississippi  mentioned  elsewhere.  The  subscribers 
of  the  stock  paid  in  nothing,  merely  giving  a  mortgage  to  cover  the  amount  of  sub- 
scription ;  and  the  actual  capital  was  derived  from  the  proceeds  of  the  $7,000,000 
bonds  issued  by  the  State  for  the  purpose.  Six  of  the  twelve  directors  were  ap- 
pointed by  the  Governor  on  behalf  of  the  State.  The  State  reserved  the  right  to 
borrow  from  the  bank  $500,000  at  interest,  and  each  stockholder  was  entitled  to  a 
credit  equal  to  one-half  the  amount  of  his  shares.  The  State  for  its  guaranty 
was  to  receive  one-sixth  of  the  profits  of  the  institution.  The  bank  seems  to  have 
been  managed  no  better  than  the  most  of  the  property  banks  of  the  same  style  in 
operation  in  other  States.  It  failed  in  1842  with  its  assets  in  such  shape  that  the 
collection  of  anything  from  them  was  a  slow  and  difficult  matter.  The  proceeds, 
as  realized,  were  turned  toward  the  payment  of  the  interest  and  principal  of  the 
$7,000,000  bonds  issued  by  the  State  on  behalf  of  the  Bank.  January  18,  1853,  the 
Union  Bank  deposited  with  the  treasurer  $21,000  to  secure  the  State  against  any 
loss  for  twenty-one  bonds  not  returned.  These — the  last  of  the  issue — were  after- 
wards returned  and  cancelled. 

The  State  also  issued  in  aid  of  the  Consolidated  Association,  bonds  to  the 
amount  of  $2,004,000;  and  in  aid  of  the  Citizens'  Bank,  additional  bonds  to  the 
amount  of  $8,000,000,  of  which  $7,188,000  were  finally  sold.  Both  these  institutions 
were  upon  precisely  the  same  basis  as  the  Union  Bank,  i.  e.,  the  sale  of  the  bonds 
issued  by  the  State  was  to  furnish  the  actual  capital,  and  the  stockholders  were  to 
secure  their  subscriptions  by  mortgages  on  real  estate.  In  the  case  of  the  Con- 
solidated Association,  the  State,  for  its  guaranty,  was  considered  as  stockholder 
for  $1,000,000.  Dividends  were  to  be  declared  only  as  the  bonds  were  paid,  and  in 
the  same  proportion.  The  profits  till  then  were  to  be  retained  as  a  sinking  fund  to 
meet  the  redemption  of  the  bonds.  The  case  was  the  same  with  the  Citizens'  Bank, 
except  that  the  interest  of  the  State  in  the  net  profits  was  one-sixth,  as  in  the  case 
of  the  Union  Bank.     Both  these  institutions  were  put  in  liquidation  in  1842. 

By  1858  the  bonds  issued  by  the  State  for  the  Citizens'  Bank  had  been  reduced 
from  $7,188,000  to  $5,300,000,  for  which  the  State  still  retained  a  first  mortgage  on 
the  $14,000,000  real  estate  of  the  stockholders  mortgaged  by  them  to  secure  their 
stock.  In  the  years  1842-1848  $1,000,000  had  been  raised  by  assessments  upon  the 
stockholders.  In  1852  the  Citizens'  Bank  was  reorganized  upon  an  entirely  new 
basis,  the  distinctive  feature  of  which  was  the  separation  of  the  bank  into  two 
departments — a  banking  department  and  a  mortgage  department.  Immediately 
the  banking  department  assumed  an  important  place  among  the  banking  institu- 
tions of  the  State — its  circulation  reaching  $4,089,000  by  January,  1860. 

The  State  definitely  renounced  the  banking  business  in  its  Constitution  of 
1852  by  the  clause  :  "  The  State  shall  not  subscribe  for  the  stock  of,  nor  make  a 
loan  to,  nor  pledge  its  faith  for  the  benefit  of  any  corporation  or  joint  stock  com- 
pany created  or  established  for  banking  purposes." 

From  the  following  table  can  be  gathered  something  of  the  course  of  these 
banks  in  respect  to  their  circulation  : 


Date. 
July,  1835 

Circulation 
Louisiana  Bank. 
$751,987.00 

Circulation 

Union  Bank. 

$1,428,045.00 

1,476,445.00 

1.564,580.00 

967,410.00 

638,470.00 

964,630.00 

981,695.00 

447,170.00 

148,325.00 

68,335.00 

80,580.00 

29,445.00 

27,010.00 

26,350.00 

26,135.00 

28,005.00 

35,985.00 

25.785.00 

25,520.00 

Circulation 
Citizens'  Bank. 

Jan.  23,  1837 

841,190.00 

$372,110.00 

Dec.  23, 1837 

398,000.00 

410,545.00 

Dec.  3, 1838 

141.742.00 

161,995.00 

Oct.  21,  1839 

292,722.00 

428,450.00 

Feb.  1,  1840 

261,747.50 

308,725.00 

Dec.  5, 1840 

257,552.00 

Mar.  26,  1842 

Jan.  1,  1843 

276,277.50 

341,216.50 



"     1,1844 

673,38«.50 

M     1,1845 

June  1, 1845 

...., 776,644.50 

998,565.50 



Apr.  25,  1846., 

1,351,509.00 

Jan.,  1847 

Jan.,  1848 

Not.,  1848 

M      1849 

Dec,  1850 . 

965.777.00 

1,026,640.00 

1,126,782.00 

1,222,217.00 

852,909.00 

947,163.00 

246,975*.6o 
11,176.00 
11,061.00 

Oct.  30,  1852.  

1249,484.00 

Georgia. 

6,027.00 

Georgia's  earlier  ventures  in  the  banking  business  were  not  such  as  to  involve 
her  deeply.     They  amounted  to  little  more  than  State  subscriptions  to  bank  stock. 

A  good  illustration  is  the  case  of  the  Bank  of  the  State  of  Georgia,  incorporated 
in  1815  with  a  capital  of  $1,500,000,  of  which  $600,000  was  to  be  reserved  for  sub- 
■criptions  by  the  State.    The  bank  was  to  be  managed  by  fifteen  directors,  six  ol 
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whom  were  selected  by  the  Legislature  on  behalf  of  the  State.  The  number  of 
directors  was  afterwards  reduced  to  ten,  apportioned  in  the  same  ratio  between  the 
State  and  private  stockholders.  The  bank  was  required  to  open  at  least  two  of- 
fices— one  in  Augusta  and  the  other  in  Milledgeville — and  was  permitted  to  main- 
tain as  many  more  as  it  should  choose. 

The  Governor  was  authorized  to  borrow  the  money  to  pay  up  the  State's 
subscription ;  and  a  room  in  the  State-house  was  fitted  up  for  the  use  of  the  bank, 
the  bills  of  which  were  made  legal  tender  for  all  taxes  or  other  debts  or  demands 
due  the  State. 

Three  years  later  the  Bank  of  Darien  was  incorporated  on  a  basis  somewhat 
similar.  One-half  of  the  capital  of  $1,000,000  was  reserved  for  the  State,*  which 
also  chose  five  out  of  the  ten  directors.  In  a  like  manner  the  State  subscribed  for  a 
portion  of  the  stock  of  the  Bank  of  Augusta  and  the  Planters'  Bank  of  Georgia. 
The  bills  of  these  banks  do  not  seem  to  have  been  made  receivable  for  taxes  and 
State  dues,  as  were  the  bills  of  the  Bank  of  the  State. 

Complaints  of  sufferings  by  the  people  by  reason  of  unsatisfactory  financial 
condition  seem  to  have  been  frequent.  About  1824-7  these  complaints  became  very 
loud — so  pressing  that  in  1828  the  Legislature  attempted  to  relieve  the  planters  by 
establishing  a  bank  on  the  funds  of  the  State.  This  was  the  Central  Bank  of 
Georgia.     The  preamble  of  its  charter  is  suggestive  : 

"  Whereas,  it  is  deemed  expedient  and  beneficial,  both  to  the  State  and  its 
citizens,  to  establish  a  Bank  on  the  funds  of  the  State,  for  the  purpose  of  dis- 
counting paper,  and  making  loans  upon  terms  more  advantageous  than  has  here- 
tofore been  customary." 

The  capital  of  the  "  Bank  established  in  behalf  of  the  State  of  Georgia  at  Mill- 
edgeville," consisted  of  "the  money  in  the  treasury  not  otherwise  appropriated, 
the  shares  owned  by  the  State  in  the  Bank  of  Augusta,  Planters'  Bank,  Bank  of  the 
State  of  Georgia,  and  Bank  of  Darien  ;  all  bonds,  notes,  specialties  and  judgments 
due  the  State,  and  all  monies  arising  from  the  sale  of  fractions  and  town  lots 
heretofore  made  (and  hereafter  to  be  made),  and  all  other  debts  and  monies  at  any 
time  due  the  State."  All  taxes  thereafter  collected  and  all  income  arising  from 
dividends  on  stock  in  other  banks  was  to  be  deposited  in  the  Central  Bank  "to  aid 
and  facilitate  its  operations."  All  three  directors  were  appointed  by  the  Governor. 
The  total  amount  of  debts  which  the  bank  might  contract  was  limited  to  the 
amount  of  its  capital ;  while  the  issue  of  notes  was  restricted  to  the  aggregate  of 
specie  and  bills  of  other  banks  in  its  vaults. 

Loans  were  to  be  apportioned  among  the  several  counties  of  the  State  as  nearly 
as  possible  in  proportion  to  population. 

In  1830  a  Legislative  committee  reported  "  That  the  State  of  Georgia  by  the 
establishment  of  her  banking  institutions,  had  two  great  objects  in  view  : — The  one 
to  furnish  to  her  citizens  a  safe  and  convenient  medium  of  circulation  to  the  exclu- 
sion of  the  bills  of  the  Banks  of  other  States ;  the  other  to  enable  her  to  have  the 
funds  of  the  State  profitably  invested  in  bank  stock."  This  committee  complained 
of  hardships  to  which  the  banks  had  been  subjected  by  the  branch  of  the  United 
States  Bank  at  Savannah,  and  recommended  that,  while  paying  specie  to  all  others, 
the  banks  be  permitted  to  refuse  specie  to  the  United  States  Bank. 

The  bank  was  the  fiscal  agent  of  the  State  and  whenever,  as  often  happened, 
the  funds  at  the  disposal  of  the  treasurer  were  insufficient  to  meet  the  expenses  of 
the  State  government,  the  bank  was  directed  to  place  to  the  credit  of  the  treasurer 
a  fund  sufficient  to  meet  the  deficiency.  Such  advances  were  charged  to  the 
capital  of  the  bank. 

The  bank  seems  to  have  kept  well  within  the  limit  as  to  note  issues.  At  the 
close  of  the  first  year  its  circulation  outstanding  amounted  to  $263,409;  while  it  held 
in  specie  and  specie  funds  $392,829.52.  At  the  end  of  the  third  year,  December  26, 
1831,  the  committee  reported  the  circulation  to  be  only  $111,996  ;  while  it  held 
specie  $80,656,  notes  of  United  States  Bank  $50,805,  other  bank  notes  $108,653 ; 
total  specie  and  specie  funds  $250,064. 

In  December  1834,  the  circulation  amounted  to  $226,246 ;  covered  by  specie 
$132,134  and  Bank  notes  $124,227.  The  bank  had  now  been  in  operation  six  years, 
and  the  Committee  reporting  its  affairs  to  the  Legislature,  called  attention  to  the  fact 
that  in  some  respects  its  interests  were  not  guarded  with  sufficient  care  by  the 
management,  having  "observed  with  regret  that  more  than  $200,000 of  discounted 

*  In  1850  seven-tmtus  oi  the  stock  of  the  Bank  of  Darien  seems  to  have  been  owned  by  the  State.  This 
bank  was  then  insolvent,  and  a  legislative  committee  reported  that  the  Central  Bank  held  at  the  time  $90,000 
of  the  bills  of  the  Darien  Bank  "which  have  long  since  ceased  to  answer  any  of  the  purposes  of  money 
except  at  a  great  depreciation;  to  which  the  State  ought  not  to  submit,  she  being:  ultimately  liable  for  the 
redemption  of  seven-tenths  of  them  when  the  capital  of  that  bank  shall  have  been  lost— if  indeed,  that  yet 
remains  to  be  done."  The  committee  recommended  that  the  bank  should  be  put  in  the  hands  cf  commis- 
aioners  who  should  wind  up  its  affairs  as  rapidly  as  possible.  
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paper  is  lying  unattended  to."  Various  means  were  resorted  to,  to  secure  more 
prompt  realization  upon  discounted  paper  past  due  ;  but  the  condition  seems  never 
to  have  improved. 

January  1,  1836,  the  capital  of  the  bank  was  given  as  $2,496,175,  of  which 
$1,005,000  consisted  of  stock  in  other  banks.  The  remainder  of  the  capital  was 
mainly  loaned  to  individuals  throughout  the  counties,  in  accordance  with  the 
charter.  Upon  the  receipt  of  the  surplus  revenues  distributed  to  the  State  in  1837, 
the  capital  of  the  Central  Bank  was  increased  by  the  addition  of  $1,051,422  from 
that  source. 

In  1839,  the  charter  was  so  amended  as  to  permit  the  issue  of  notes  to  the 
amount  of  twice  the  capital,  a  privilege  of  which  advantage  was  immediately 
taken.  By  November,  1840,  the  circulation  had  increased  to  $992,336.  In  1841  the 
issue  of  $300,000  in  $1  and  $2  bills  was  authorized,  to  be  used  only  in  the  redemption 
of  bills  of  higher  denominations.  In  1841  the  paper  of  the  Central  Bank  is  reported 
as  constituting  a  large  portion  of  the  circulation.  In  October,  1842,  it  amounted 
to  $1,453,853.  But  the  years  of  financial  crisis  just  passed  had  wrought 
havoc  in  the  bank's  assets,  and  the  Legislature  decided  to  wind  up  its  affairs. 
In  1840  the  issue  of  8%  State  bonds,  not  to  exceed  $1,000,000,  was  authorized 
for  the  purpose  of  redeeming  and  retiring  the  notes  of  the  Central  Bank.  The 
faith  and  credit  of  the  State  was  pledged  for  their  payment,  but  they  were  to  be 
regarded  as  a  debt  due  by  the  Central  Bank,  the  assets  of  which,  as  fast  as  realized, 
were  required  to  be  appropriated  to  the  payment  of  the  interest  and  principal  of 
the  bonds.  The  bonds  were  made  redeemable  in  five  years,  but  at  the  expiration  of 
that  time,  the  assets  were  not  sufficient  to  redeem  them,  and  they  were  continued 
at  1%.  The  bank  had  already  been  authorized  to  sell  any  of  the  Bank  stocks  it  held 
for  the  purpose  of  securing  funds  to  meet  the  demand,  but  sales  were  few.  The 
process  of  converting  its  other  assets  was  continued  ;  but  after  eleven  years,  in 
1850,  there  still  remained  $794,074  of  bank  and  other  stocks,  and  $564,351  of  uncol- 
lected discounted  bills.     The  circulation  had  by  that  time  been  reduced  to  $15,875. 

The  charter  was  twice  extended  for  the  purpose  of  enabling  it  to  wind  up  its 
affairs ;  but  the  collection  of  the  assets  was  very  slow,  and  in  1856  those  that 
remained  were  turned  over  into  the  common  fund  of  the  State  treasury,  which 
had  already  found  it  necessary  to  raise  money  to  meet  the  interest  and  principal  of 
the  bonds  issued  on  behalf  of  the  bank.  This  ends  the  history  of  the  Central  Bank  of 
Georgia.  Noteholders  and  individual  creditors  seem  to  have  lost  nothing  in  the 
end ;  but  the  State  lost  a  large  amount — just  how  much  it  is  impossible  now  to  say. 
But  the  greater  part  of  the  State's  share  of  the  "surplus  revenues"  was  thus 
sunk,  as  well  as  the  funds  originally  invested  by  the  State  in  bank  stocks. 

Florida. 

During  its  existence  as  a  Territory,  Florida  had  a  banking  experience  which, 
in  comprehensiveness  and  interest,  can  be  rivalled  by  few  of  the  States  of  the 
Union.  Up  to  1833,  three  banks  had  been  chartered  by  the  Territorial  Legislature, 
all  of  which  either  had  received  or  afterwards  did  receive  aid  from  the  Territory — 
the  Bank  of  Pensacola  bonds  to  the  amount  of  $500,000  guaranteed  by  the  Territory, 
the  Southern  Life  Insurance  and  Trust  Company  to  the  amount  of"  $400,000  in  the 
shape  of  guaranty  of  certificates  of  the  company,  and  the  Union  Bank  of  Florida 
by  the  issue  of  bonds  amounting  to  $3,000,000. 

The  scheme  of  these  banks  appears  to  have  been  that  followed  by  many  of  the 
State  banking  institutions,  especially  in  the  Southern  States,  in  the  same  decade. 
The  basis  of  the  system,  and  the  feature  which  distinguishes  it  from  the  State 
institutions  owned  in  whole  or  in  large  part  by  the  State,  lies  in  the  fact  that  the 
State  was  not  a  stockholder  at  all ;  but  merely  loaned  to  the  bank  its  credit  in  the 
shape  of  bonds,  from  the  sale  of  which  the  working  capital  of  the  bank  might  be 
obtained;  thus  leaving  the  stockholders  under  no  necessity  of  furnishing  any  actual 
capital,  and  even  giving  them  the  opportunity  of  borrowing  for  themselves  the 
greater  part  of  the  capital  which  might  be  derived  from  outside  by  the  sale  of  the 
bonds  of  the  State. 

The  history  of  the  Union  Bank  of  Florida,  the  largest  of  the  three  institutions 
in  that  Territory  which  have  already  been  named,  illustrates  fully  all  the  fore- 
going points.  It  was  chartered  by  the  Territory  of  Florida  on  February  12,  1833 — 
about  ten  years  after  the  organization  of  the  Territory.  It  was  to  have  a  capital 
of  $1,000,000,  with  the  privilege  of  increasing  to  $3,000,000.  Commissioners  were 
to  be  appointed  to  receive  subscriptions,  and  when  3,000  shares  of  $100  each  were 
subscribed,  the  Governor  was  to  appoint  twelve  directors,  to  remain  in  office  until 
February  1,  1834,  after  which  date  seven  directors  were  to  be  annually  elected  by 
the  stockholders  and  the  remaining  five  to  be  appointed  by  the  Governor.     The- 
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subscribers  were  not  to  pay  any  part  of  their  shares  in  money,  but  to  secure  their 
subscriptions  by  bonds  and  mortgages  on  real  estate  and  property  worth  twice  the 
amount  for  which  it  was  pledged.  The  bank  was  to  borrow  its  whole  capital ;  and 
to  enable  it  to  do  so  bonds  were  to  be  issued  to  the  bank  signed  by  the  Governor, 
for  the  payment  of  the  principal  and  interest  of  which  the  faith  of  the  Territory 
was  pledged.  The  bank,  however,  was  to  pay  the  interest  and  principal  as  it  came 
due,  and  no  provision  further  than  pledging  the  faith  of  the  Territory  was  made 
for  their  payment  in  the  event  of  the  bank  failing  to  pay  ;  but  all  the  profits  of  the 
bank  were  to  be  applied  to  the  payment,  and  after  they  were  all  paid  then  one-half 
of  the  surplus  profits  was  to  belong  to  the  Territory.  Books  of  subscription  for  the 
stock  were  opened  at  Tallahassee^Pensacola  and  Marianna  on  April  10,  1833,  and 
the  books  were  closed  January  22,  1835.  Eleven  thousand,  four  hundred  and 
eighty-five  shares  were  subscribed  by  118  individuals ;  and  9,177  shares  were 
allotted  to  94  subscribers.  The  Board  of  Directors  was  duly  appointed  when  3,000 
shares  had  been  subscribed.* 

In  April,  1834,  the  bank  had  received  360  bonds  of  $1,000  each  from  Governor 
William  P.  Duvall,  and  in  the  following  September  contracted  with  parties  in  New 
York  to  dispose  of  1,000  bonds  of  the  Territory  of  Florida.  The  remaining  640  bonds 
necessary  to  make  up  the  amount  were  obtained  from  Governor  Eaton  on  February 
10, 1835.  These  bonds  became  due,  one-fourth  on  January  1, 1858,  and  the  remaining 
three-fourths  on  January  1, 1860,  1862  and  1864  respectively.  A  capital  of  $1,000,000 
being  thus  obtained,  the  bank  commenced  business  on  January  16,  1835.  By  the 
second  of  January,  1836,  the  return  made  to  the  Legislature  showed  liabilities 
amounting  to  $1,728,605,  of  which  $335,150  was  for  circulating  notes  issued.  Their 
loans  showed  $589,832.51  loaned  on  stock.  The  Committee  of  the  Legislature 
reporting  on  the  bank  in  1840,  says:  "  The  charter  intended  that  two-thirds  of  the 
money  borrowed  by  the  sale  of  bonds  should  be  loaned  on  long  mortgages  to  the 
subscribers  who  had  taken  up  the  shares  and  given  their  property  as  security  or 
pledge  for  the  payment  of  the  bonds  when  due,  and  that  the  remaining  third  should 
remain  in  bank  to  perform  a  legitimate  banking  business.  The  sum  borrowed 
/$1, 000,000)  properly  distributed  and  prudently  managed  was  at  the  time  quite 
sufficient  to  have  relieved  the  planting  interest  from  pressing  embarrassment  and 
to  have  performed  all  the  purposes  reasonably  required  by  merchants.  Regardless 
of  these  considerations  and  all  principles  of  prudence  and  sound  policy,  the  Union 
Bank,  with  an  apparently  singular  impatience,  not  only  distributed  its.  borrowed 
capital  among  stockholders  and  others  upon  terms  which  precluded  its  being  repaid 
within  any  reasonable  time,  but  it  also  extended  these  imprudent  loans  upon  the 
capital  based  upon  circulation  and  deposits." 

The  bank  had,  in  1837,  $110,000  cash  means  to  meet  $675,704  of  immediate 
liabilities.  The  act  of  incorporation  provided  that  at  any  time  after  the  bank  had 
been  in  operation  one  year  the  capital  might  be  increased  to  $3,000,000  and 
additional  bonds  to  an  equal  amount  obtained  from  the  Territory.  Books  were 
opened  in  October,  1837,  for  the  new  subscriptions.  There  was  no  difficulty  in 
obtaining  them.  At  the  time  of  the  first  subscription  there  was  some  doubt  about 
the  bank's  capital,  and  the  people  were  indifferent.  The  idea  of  a  bank  founded  on 
borrowed  capital  had  not  before  been  well  understood  ;  now  it  was  perfectly  com- 
prehensible. The  charter  of  the  bank  was  an  Eldorado ;  it  authorized  a  further 
issue  of  $2,000,000  in  bonds.  The  first  1,000  bonds  had  been  readily,  spontaneously, 
unexpectedly  converted  into  money;  could  there  be  any  doubts  as  to  the  sale  of 
the  rest?  Between  October  and  February,  404  persons  had  subscribed  their  names 
for  shares  in  various  amounts  aggregating  $8,000,000  instead  of  $2,000,000.  Out  of 
19,812  new  shares  allotted  at  this  time,  88  old  stockholders,  then  holding  8,897  of 
the  10,000  old  shares,  received  17,156.  On  the  first  of  January,  1838,  Gov.  R.  K. 
Cull  executed  2,000  bonds  of  $1,000  each,  which  were  delivered  to  the  Bank  in 
March.  The  bonds  were  known  as  '  'Faith"  bonds  and  were  to  be  sold  at  not  less  than 
par.  There  was  much  dispute  as  to  what  was  meant  by  par — one  party  contending 
that  it  meant  specie  in  New  York  and  the  other  (the  bank)  that  it  meant  par  in 
Tallahassee.  The  president  of  the  bank  was  made  agent  for  the  sale  of  the  bonds 
and  visited  various  points  in  Europe  where  he  disposed  of  1,280  of  the  bonds  and 
realized  $1,374,901  in  Florida  bank  paper.  Sixteen  more  bonds  were  afterwards 
sold,  and  though  the  remaining  704  were  repeatedly  offered  for  sale,  they  were 
never  directly  sold,  being  finally  hypothecated  for  debts  of  the  bank.  The  money 
thus  secured  was  loaned  out  on  security  of  stock  or  mortgages,  mainly  to  stock- 
holders, it  being  claimed  that  great  favoritism  was  shown  in  the  distribution  of 
loans  and  the  appraisement  of  the  property  of  the  favored  borrowers.  On  the  1st 
of  January,  1840,  the  loans  on  stock  aggregated  $1,830,642.     The  circulation  seems 


*  J.  J.  Knoy,  Rhodes'1  Journal  of Banking,  September, 
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to  have  reached  high  water  mark  in  1839,  standing  at  $551,747  on  the  1st  of  January 
of  that  year.  ' 

In  1839  and  1840  the  banking  operations  of  this  and  other  Territorial  institutions 
attracted  the  attention  of  the  Government  of  the  United  States,  and  the  question, 
of  the  legal  right  of  a  Territory  to  charter  a  banking  institution  was  warmly  dis- 
cussed. A  Senate  resolution,  December  30, 1839,  requesting  the  President  to  obtain 
from  the  authorities  of  the  Territory  full  information  about  the  issue  of  Territorial 
bonds  and  incorporations  led  to  the  appointment  of  a  committee  of  the  Legislature 
of  Florida  to  examine  and  obtain  the  necessary  information.  The  report  of  tha 
committee  was  very  unfavorable  to  the  bank,  but  as  the  latter  had  still  some  re- 
sources remaining,  and  as  there  was  reason  to  suspect  some  members  of  the  com- 
mittee of  personal  animus,  the  managers  of  the  bank  were  able  to  make  what  was 
at  least  a  plausible  reply. 

After  the  admission  of  Florida  as  a  State,  the  Union  Bank  as  well  as  one  or  two- 
other  banking  institutions  chartered  under  the  Territorial  government  attempted  to- 
secure  recognition  of  their  charters  from  the  State  government.  But  the  State  dis- 
regarded their  claims  altogether.  "  The  fact  is,"  writes  the  Secretary  of  State  in 
1848,  "that  the  authorities  of  the  State  have  scrupulously  avoided  any  communica- 
tion with  these  institutions  by  which  a  recognition  of  their  pretended  charters  or 
legal  existence  might  be  attributed  to  the  authorities  of  the  State.  They  are  never 
referred  to  in  our  public  acts  except  with  significant  qualification,  such  as  'alleged,' 
'pretended,'  or  ' claiming  banking  privileges,'  etc.  There  are  but  two  associations 
of  this  character  which  pretend  to  have  any  organized  board  of  directors,  viz.,  The- 
Union  Bank  of  Florida,  and  the  Southern  Life  Insurance  and  Trust  Compan}' ;  and, 
indeed,  the  organization  of  a  board  for  the  latter  exists  only,  I  believe,  in  pretence, 
not  in  fact.  They  do  no  business  beyond  settlements  occasionally  of  old  claims  and 
liabilities.  The  circulating  notes  (or  rather  notes  intended  for  circulation)  of  the 
Union  Bank  are  worth  not  more  than  twenty  cents  on  the  dollar ;  and  those  of  the; 
Southern  Life  Insurance  and  Trust  Company  are  not  even  so  valuable." 

Arkansas. 

Arkansas  became  a  State  in  1836,  with  a  Constitution,  one  article  of  which  pro- 
Tided  that : 

"  The  general  assembly  may  incorporate  one  State  Bank,  with  such  amount  of  capital  as  may  be 
deemed  necessary,  and  such  number  of  branches  as  may  be  required  for  the  public  convenience,  which  shall 
become  the  repository  of  the  funds  belonging  to  or  under  the  control  of  the  State;  and  shall  he  required  to 
loan  them  oui  throughout  the  State,  and  m  each  county  in  proportion  to  repiesentation.  And  ihey  shall 
further  have  power  to  incorporate  one  other  banking  institution,  calculated  lo  aid  and  promote  the  great 
agricultural  interests  of  the  country;  and  the  faith  and  credit  of  the  State  maybe  pledged  to  raise  the  funds 
necessary  to  carry  into  operation  the  two  banks  herein  specified:  Provided  such  security  can  be  given  by  the 
individual  fctockholders  as  will  guarantee  the  State  against  loss  or  injury." 

At  the  first  session  of  the  Legislature  the  Committee  on  Banks  and  the  Com- 
mittee on  Revenue  held  a  consultation  and  conceived  a  plan  by  which  a  State  bank, 
established  by  and  with  the  property  of  the  State,  would,  when  put  in  successful 
operation,  free  the  people  from  all  future  taxation.  The  surplus  revenue  of  the 
United  States  Treasury  had  just  been  deposited  with  the  State.  This  sum  was 
made  a  portion  of  the  capital  of  the  State  bank  ;  other  funds  belonging  to  the  State 
were  devoted  to  the  purpose ;  and  in  addition,  the  State  authorized  the  issue  of 
$1,000,000  in  5  per  cent,  bonds  for  the  benefit  of  the  bank.  Until  the  bank  should 
get  under  way  and  begin  to  make  dividends,  a  tax  levy  of  one-eighth  of  one  per 
cent,  was  imposed  upon  the  taxable  property  of  the  State.  As  it  was  doubtful 
whether  the  proceeds  of  this  levy  would  meet  the  expenses  of  the  State  govern- 
ment, any  deficiency,  if  it  should  occur,  was  to  be  paid  by  the  bank  from  moneys 
deposited  with  it.* 

The  capital  being  provided  exclusively  by  the  State,  it  was  natural  that  the 
bank  should  be  controlled  by  a  president  and  directors  appointed  by  the  General 
Assembly.  The  principal  bank  was  to  be  at  Little  Rock,  with  branches  at  Bates- 
ville  and  Fayetteville.  By  a  subsequent  act  a  branch  was  established  at  the  Post  of 
Arkansas. 

In  the  spring  of  1837  an  arrangement  was  made  with  the  U.  S.  War  Depart- 
ment for  the  sale  of  $300,000  of  the  bonds  ;  but  before  it  could  be  carried  into  effect 
the  banks  throughout  the  United  States  suspended  specie  payments,  and  only  $100,- 
000  had  been  realized.  Likewise  only  a  small  part  of  the  surplus  revenues  allotted 
to  Arkansas  was  received  in  the  form  of  specie,  so  that  on  the  8th  of  August,  1837,. 
wnen  the  main  office  of  the  bank  commenced  discounting,  it  possessed  only  about 

*  The  fact  that  the  deficiencies  were  such  as  to  withdraw  from  forty  to  sixty  thousand  dollars  annually 
•rorn  the  bank  was  one  of  the  causes  that  led  to  its  downfall.  The  whole  amount  of  the  surplus  reveau*> 
received  from  the  United  States  Treasury  was  absorbed  in  this  way  by  the  end  of  the  year  1845.       ""' 
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% 90,000  in  specie  and  $66,000  in  notes  of  Ohio  and  Kentucky  banks.  By  November 
<5,  1837,  its  capital  actually  paid  in  had  increased  to  $413,106,  derived  from  the  fol- 
lowing sources  : 

Sale  of  State  bonds $100,000.00 

United  States  Surplus  Revenue 236,156.49 

•>.  State  funds 26,948.60 

Of  which  $102,925  was  in  specie  ;  $113,800  in  treasury  drafts  ;  and  the  remainde*- 
in  the  notes  of  non-specie  paying  banks  of  Ohio,  Kentucky,  Louisiana  and  Missis- 
sippi. 

As  the  banks  throughout  the  Union  were  then  in  a  state  of  suspension  the 
managers  of  the  Bank  of  the  State  of  Arkansas  deemed  it  unadvisable  to  issue  many 
notes  payable  on  demand ;  but  issued  instead  notes  payable  twelve  months  after 
date.  "  One  of  the  objects  professedly  in  view  in  establishing  this  bank,"  observed 
a  Legislative  committee  in  1857,  "  was  that  of  supplying  the  State  with  a  sound 
circulating  medium  ;  and  it  commenced  operations  by  circulating  the  notes  of  dis- 
tant and  non-specie  paying  banks,  some  of  which  ultimately  proved  to  be  absolutely 
worthless,  and  by  issues  of  its  own,  which,  as  they  increased  the  mass  of  notes  not 
redeemable  in  specie,  served  still  further  to  depreciate  the  currency  and  increase 
the  difficulty  of  resuming  specie  payments."  At  the  next  session  this  policy  of  issu- 
ing post-notes  was  sanctioned  by  the  Legislature  and  each  branch  authorized  to 
issue  such  notes  not  exceeding  $2  for  $1  of  capital  paid  in. 

Great  difficulty  being  experienced  in  negotiating  any  more  of  the  5  %  bonds  au- 
thorized, the  Legislature  in  November,  1837,  authorized  the  issue  of  $1,000,000  in 
6  %  bonds — this  in  addition  to  the  small  amount  of  bonds  already  sold.  The  whole 
issue  was  sold  to  the  North  American  Trust  and  Banking  Co.,  at  New  York,  secur- 
ing to  the  bank  $300,000  at  once,  and  the  balance  at  monthly  intervals  for  the  next 
two  years. 

Meanwhile  specie  continued  to  bear  a  premium,  sometimes  as  high  as  10  to  15 
per  cent.,  over  the  past  notes  of  the  bank,  which  constituted  the  chief  currency  of 
the  State.  The  amount  of  these  had  been  $241,943  in  July,  1838.  But  with  the  in- 
crease of  the  capital  by  the  sale  of  bonds,  as  above,  business  increased.  According 
to  a  statement  of  November  5,  1838,  the  paid  up  capital  of  the  bank  and  branches 
amounted  to  $1,363,105.29  (including  $670,000  due  from  the  North  American  Trust 
and  Banking  Co.).  The  loans  and  discounts  at  the  same  time  were  $763,737,  and 
circulation  $461,775,  of  which  only  $83,840  was  payable  on  demand.  The  rest, 
$377,935,  consisted  of  post  notes  not  yet  due. 

The  condition  of  strength  thus  exhibited  lead  to  a  resumption  of  specie  pig- 
ments January  1,  1839.  But  even  when  the  bank  and  its  three  branches  all  pro- 
fessed to  pay  specie  on  demand,  they  resorted  to  such  means  as  were  in  their  power  to 
make  that  demand  as  light  as  possible.  The  chief  contrivance  was  that  each  branch 
(with  the  possible  exception  of  the  branch  at  the  Post)  should  pay  out  not  its  own 
notes,  but  the  notes  of  some  distant  branch.  Thus  it  happened  that  tlie  circulating 
medium  of  Little  Rock  consisted  mainly  of  notes  of  the  Fayetteville  branch.  They 
were  receivable  for  bank  debts,  but  were  at  a  discount  of  two  per  cent,  for  specie. 

By  an  act  passed  December  18,  1838,  an  effort  was  made  to  extend  the  sup- 
posed advantages  of  the  system  by  authorizing  the  establishment  of  an  additional 
branch  at  the  town  of  Washington  with  a  capital  of  $300,000  to  be  raised  by  the 
sale  of  new  six  per  cent,  bonds.  The  branch  was  never  established  for  the  very 
good  reason  that  the  bonds  could  not  be  sold. 

The  bank  and  branches  suspended  specie  payments  again  in  November,  1839,  at 
which  time  their  aggregate  capital  paid  in  amounted  to  $1,501,088,  and  outstanding 
loans  and  discounts  (mainly  running  from  six  months  to  one  year  or  more)  $1 ,544,617. 
Thus  the  loans  and  discounts  exceeded  the  capital  by  only  $43,529.  This  was  very 
different  from  what  the  founders  of  the  system  had  expected.  They  had  supposed 
that,  ''through  the  banking  privilege  of  issuing  three  to  one,"  a  million  of  capital 
borrowed  from  abroad  would  perform  the  functions  of  three  millions. 

At  this  time  the  circulation  of  the  bank  and  its  branches  amounted  to  but 
% 301,310,  and  the  specie  in  their  vaults  $264,100. 

The  latter  part  of  1839  and  the  early  part  of  1840  were  troublous  times  for  the 
bank  and  branches.  It  was  only  by  suspension  that  they  had  been  able  to  con- 
tinue to  give  "  relief,"  a  considerable  share  of  which  was  desired  by  the  directors 
themselves.  The  North  American  Trust  and  Banking  Co.,  which  had  purchased 
the  bonds  for  the  bank,  several  times  dishonored  drafts  upon  it,  and  sought  d^lay  in 
payment  of  amounts  still  due  on  the  bonds.  In  New  Orleans  at  this  time  Arkansas 
notes  were  quoted  at  25  %  discount. 

On  October  1,  1840.  the  principal  bank  at  Little  Rock  resumed  specie  payments 
—'its  circulation  at  the  time  amounting  to  but  $32,340  and  its  specie  $69,117.75.   The 
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branches,  however,  refused  to  resume,  and  denounced  the  parent  bank  for  its 
action. 

By  this  time  the  capital  of  the  bank  had  become  so  involved  in  loans  which 
could  not  be  collected,  that,  added  to  the  dishonesty  of  the  cashier  at  one  branch, 
and  the  excessive  loans  to  directors  at  all,  the  condition  was  anything  but  satis- 
factory. The  bank  managed  to  raise  the  $33,650  to  pay  the  semi-annual  bond  in- 
terest due  July  1st,  1841,  and  paid  $8,968.13  toward  the  interest  for  January  1,  1842 
— which  was  the  last  payment  of  interest  on  State  bonds  ever  made  by  the  bank. 

In  1843  the  Legislature  placed  the  Bank  of  the  State  in  liquidation,  the  assets 
being  transferred  to  receivers  appointed  by  the  Legislature.  The  assets  of  the  bank 
and  branches  at  that  time  were  :  Loans  and  discounts,  $1,410,563.18  ;  other  assets, 
$ 355,887,84;  loans  to  State  of  Arkansas,  $161,774.17;  specie,  $62,948.93;  total, 
$1,991,174.12.     The  liabilities  at  the  same  time  were  : 

Principal  of  5  %  bonds $169,000.00 

"    6%     ■•      1,000,000.00 

Unpaid  interest  to  July  1,  1843 126,781.77 

Funds  invested  by  State 72,632.82 

U.  S.  surplus  revenues 268,045.89 

Notes  in  circulation 216,930.00 

Due  depositors 56,633.35 

$1,910,023.93 

On  the  notes  and  bills  due  the  bank  the  annual  inte  est  was  upward  of 
$100,000  :  while  on  the  bonds  issued  and  sold  for  the  benefit  of  the  bank  it  was 
but  $68,450.  So  that  if  the  loans  had  been  such  as  to  insure  prompt  payment  of 
the  interest  there  would  have  been  no  difficulty  in  meeting  interest  payments  on 
the  bonds. 

But  the  financial  revulsion  had  effected  Arkansas,  as  it  had  the  whole  U.  S., 
and  the  prospects  of  collecting  either  interest  or  principal  in  the  case  of  much  of 
the  paper  held  by  the  bank  were  poor.  The  whole  amount  collected  by  October, 
1844,  a  period  of  sixteen  months,  was  but  $159,111.04. 

The  notes  were  still  the  chief  circulating  medium  of  the  State  though  they  were 
at  a  discount  of  50  per  cent.,  as  compared  with  specie.  The  Legislature  in  1845  also 
authorized  the  issue  of  Treasury  warrants,  receivable  for  taxes  and  also  for  debts 
due  the  State  bank.  Governor  Drew  in  his  message  for  1846  dwelt  at  some  length 
on  the  inconveniences  of  this  currency.  "If  $1,500  is  a  fair  salary  for  a  judge  of 
the  Supreme  Court,  and  he  receives  that  amount  in  scrip  worth  $750,  he  feels  him- 
self disappointed  when  he  recurs  to  that  portion  of  the  constitution  of  the  State 
that  provides  that  such  salaries  shall  be  neither  raised  nor  diminished  during  his 
•continuance  in  office.  In  the  present  state  of  our  finances  his  salary  is  subject  to 
variation  every  week,  dependent  upon  jobbers  in  this  species  of  paper,  that  rarely 
Tanges  in  the  market  above  one-half  of  its  face." 

The  receivers  continued  the  collection  of  debts  due  the  bank  and  by  October, 
1858,  had  collected  no  less  than  $1,280,628.  Of  this,  $925,174.35  was  paid  in  the 
bonds  of  the  State  ($553,000  principal  and  $372,174.35  accrued  interest)  which  had 
been  made  receivable  for  debts  to  the  bank.  The  unpaid  interest,  however,  which 
had  accrued  upon  the  remaining  bonds  in  the  meantime  left  the  total  debt  on  them, 
October  1,  1858,  $1,247,142.50— only  $48,638.67  less  than  in  1843.  The  State  in  these 
years  had  drawn  from  the  bank  $373,293 — being  the  whole  of  the  funds  invested  by 
it  in  the  bank,  together  with  about  $15,000  dividends  declared  thereon.  The  out- 
standing circulation  had  also  been  redeemed — mainly  received  in  payments  to  the 
banks  or  by  the  State  tax  collectors.  The  State  accountants  in  1858  reported  that 
the  larger  part  of  the  remaining  assets  were  uncollectible,  and  that  $100,000  would 
probably  cover  everything  that  could  thereafter  be  realized. 

This  left  the  State  to  provide  for  the  payment  of  the  principal  and  interest  of 
the  remaining  bonds. 

The  Real  Estate  Bank. 

By  the  creation  of  the  State  Bank  the  Legislature  had  fulfilled  the  expectations 
held  out  by  the  earlier  part  of  the  section  of  the  Constitution  quoted  above.  They 
-even  more  promptly  fulfilled — or  attempted  to  fulfill — the  expectations  raised  by  the 
Constitution  as  to  u  a  banking  institution  calculated  to  aid  and  promote  the  agricult- 
ural interests."  For  while  the  second  act  passed  at  that  memorable  first  session  of 
the  General  Assembly  of  Arkansas  was  that  "  to  incorporate  the  Bank  of  the  State  of 
Arkansas,"  the  very  first  had  been  "An  Act  to  establish  the  Real  Estate  Bank." 
This  was  an  institution  modeled  upon  the  plan  of  the  Union  Banks  of  Florida 
and  Louisiana.  The  subscribers  to  the  stock  were  required  to  pay  nothing  in,  but 
merely  secured  their  subscriptions. by  mortgaging  their  real  estate.  The  value  of  I 
the  property  thus  mortgaged  was  reported  by  the  president  in  November,  1837,  to 
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be  $2,603,000.  The  working  capital  of  the  institution  was  obtained  by  the  issue  of 
State  bonds,  of  which  $2,000,000  were  authorized.  These,  however,  it  was  found 
impossible  to  sell  until  after  the  resumption  of  specie  payments  in  the  northeast 
had  in  some  degree  restored  public  confidence.  In  September,  1838,  $500,000  of 
them  were  sold  to  the  Secretary  of  the  United  States  Treasury  for  the  investment  of 
certain  funds  of  the  Smithsonian  Institution,  and  $1,000,000  of  them  to  Ae  North- 
American  Trust  and  Banking  Company  at  New  York.  The  remaining  $500,000- 
were  never  sold,  though  in  1840  an  attempt  was  made  to  raise  money  by  hypoth" 
eating  them.  * 

On  the  12th  of  December,  1838,  the  head  office  of  the  bank  at  Little  Rock  opened 
its  doors  for  business,  which  began  with  a  rush.  The  offices  at  Helena,  Columbia 
and  Washington  followed,  upon  February  15,  March  5  and  April  1,  1839,  respect- 
ively. By  their  combined  action  the  loans  and  discounts  aggregated  $1,290, 339. 22; 
by  May  29th,  and  by  the  following  November,  $1,585,190.80.  In  spite  of  the  fact 
that  its  total  circulation  at  the  time  amounted  to  but  $156,910,  to  meet  which  it  had' 
in  specie  $111,967.54,  the  bank  suspended  specie  payments  on  November  2d,  1839. 
No  reason  for  this  action  can  be  found  except  that  the  managers  were  bent  on  giv- 
ing "  relief,"  and  wished  to  extend  their  loans  and  discounts  further  than  would  be 
practicable  if  they  continued  to  pay  specie.  Indeed,  this  was  the  motive  conceded? 
by  the  president  in  a  sort  of  proclamation  issued  at  the  time,  from  which  the  fol- 
lowing is  an  extract : 

"As  long  as  the  bank  paid  specie  it  was  found  impossible  to  keep  out  as  much 
money  as  the  public  wants  and  the  business  of  the  country  rendered  proper. 
*  *  *  *  It  cannot  but  be  proper  that  a  prudent  expansion  of  the  currency  of 
the  State  should  be  produced — an  expansion  which  should,  and  it  is  hoped  will,  be- 
so  gradual  and  guarded  as  to  avoid  a  too  stinted  accommodation  to  the  public  on 
the  one  hand,  and  an  unduly  depreciated  currency  on  the  other." 

The  "prudent  expansion  of  the  currency''''  was  brought  about  by  an  increase- 
in  the  circulation  of  the  bank  from  $156,910,  November  1st,  to  $328,400,  January  1st; 
and — evidently  fearing  that  this  might  afford  "a  too  stinted  accommodation  to  the 
public  " — a  further  increase  to  $759,000  by  May  was  effected.  The  paper  depreciated 
rapidly,  falling  to  a  discount  of  35  or  40  per  cent.  This  seems  to  have  struck  the- 
managers  as  "unduly  depreciated  currency,"  for  they  appointed  a  committee 
"  to  devise  the  ways  and  means  for  securing,  if  practicable,  the  appreciation  in 
value  of  the  paper  of  this  bank."  What  arrangements  were  devised  is  not  stated  \. 
but  as  late  as  September,  1840,  the  cashier  states  that  the  notes  were  then  at  35  to- 
40  per  cent,  discount  at  Little  Rock.  By  the  end  of  November,  however,  this  dis- 
count seems  to  have  been  only  14  to  20  per  cent. 

Meanwhile  the  "accommodation  to  the  public"  had  not  been  much  " stinted. " 
The  loans  and  discounts  increased  from  $1,585,190.80  on  November  1st,  1839,  to- 
$2,158,869.57  a  year  later — and  the  amount  in  May  had  been  even  larger.  But  it 
was  found  harder  to  collect  the  loans  as  they  fell  due  than  it  had  been  to  grant 
them.  The  bank  was  obliged  to  hypothecate  the  $500,000  of  bonds  undisposed  of 
in  order  to  secure  specie  funds  to  meet  the  interest  payments  on  the  $1,500,000  of 
bonds  already  issued. 

After  May,  1840,  the  directors  reduced  both  circulation  and  loans  and  dis- 
counts, as  follows : 

Circulation.  Loans  and  Discounts. 

May  1,  1840 759,000 

Nov.  28,  1840 609,045  $2,158,869.57 

Mar.  31,  1841 517,967  2,038,107.18 

Sept.  30.  1841 410,995  2,000,085.18 

Apr.  2,  1842 394,869  1,923.241.39 

October,  1844 244,265*  1,849,059.00 

*  Including  $130,059  held  in  the  vaults  of  the  Bank  of  the  State.  Both  institutions  were  in  liquidation, 
at  the  latter  date. 

On  April  2d,  1842,  the  directors  made  an  assignment  of  all  the  effects  of  the 
institution  to  certain  of  their  own  number  as  trustees,  to  close  up  the  affairs  of  the- 
bank.  The  Legislature  in  January,  1843,  passed  "An  act  to  settle  and  liquidate 
the  affairs  of  the  Real  Estate  Bank  of  Arkansas  ; "  but  the  self  appointed  trustees- 
disregarded  the  act  and  refused  to  relinquish  their  control.  For  some  unexplained 
reason  no  further  legislation  was  had  in  the  matter  on  the  part  of  the  State  until 
1853,  when  an  act  was  passed  in  accordance  with  which  the  trustees  were  divested 
of  authority  and  all  the  assets  turned  over  to  a  receiver.  At  this  time,  November, 
1855,  the  unredeemed  circulation  outstanding  amounted  to  $49,320,  of  which 
$34,040  was  redeemed  and  cancelled  during  the  following  year. 

From  the  time  of  the  assignment  in  April,  1842,  up  to  the  1st  of  October,  1858, 
there  were  received  by  the  bank  in  payment  of  debts  due  it  548  of  the  Real  Estate 
i>onds  issued  in  1838,  amounting  with  accrued  interest  to  $1,137,172.10.     These 
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toonds  were  then  canceled  and  retired.  It  was  mainly  in  this  way  also  that  the 
•circulation  was  reduced  from  $395,000  in  1842  to  $15,000  in  1856.  The  bonds  and 
•circulating  notes  were  in  many  cases  purchased  in  the  market  at  low  rates  by 
•debtors,  who  used  them  in  settlement  of  their  debts  to  the  bank,  which  was  obliged 
to  receive  them  at  par.  Some  of  the  notes  thus  received,  however,  were  after- 
wards paid  out  again  ;  and  in  such  cases  there  was  usually  a  scaling  down — i.  e., 
the  notes  were  paid  out,  not  at  their  face,  but  at  their  market  value — two  hundred, 
three  hundred,  or  even  four  hundred  dollars  in  Arkansas  notes  being  regarded  as 
the  equivalent  of  one  hundred  dollars  in  specie. 

Neither  bank  seems  to  have  sold  its  own  notes  outright  for  specie,  though 
paying  them  out  at  their  market  value  amounted  practically  to  the  same  thing ;  but 
"they  played  a  game  of  give  and  take  in  selling  each  other's  notes.  The  State 
3ank  about  1848  sold  $50,191  of  Real  Estate  Bank  paper  to  raise  $13,425.36  "good 
money  "  with  which  to  pay  salaries  ;  $37,690  more  to  raise  $9,500  appropriated  by 
the  Legislature  for  rebuilding  the  penitentiary,  and  $18,149.36  to  raise  $4,667.19  in 
.good  funds  for  printing.  In  all,  $106,030.36  of  the  notes  of  the  Real  Estate  Bank 
were  at  that  time  sold  to  raise  $27,592.54  in  "good money."  The  Real  Estate  Bank 
.also  sold  in  January,  1848,  $12,150  of  notes  of  the  State  Bank  to  raise  $3,645  in 
good  funds. 

As  in  the  case  of  the  Bank  of  the  State,  the  remaining  assets  were  not  suffi- 
cient to  offer  any  prospect  of  redeeming  the  balance  of  the  bonds,  the  burden  of 
which  was  left  to  be  removed  by  taxation  of  the  people  of  the  State.  On  October 
1,  1868,  the  total  amount  of  unredeemed  bonds  issued  on  behalf  of  both  banks,  in- 
cluding interest,  was  $4,993,503.19.     This  was  funded  in  1869  into  30  year  6$  bonds. 

Missouri. 

The  Constitution  of  Missouri,  of  1820,  contains  the  following  section  : 

"  The  General  Assembly  may  incorporate  one  banking  company,  and  no  more, 
to  be  in  operation  at  one  time.  The  bank  to  be  incorporated  may  have  any  num- 
ber of  branches,  not  to  exceed  five,  to  be  established  by  law,  and  not  more  than  one 
oranch  shall  be  established  at  any  one  session  of  the  General  Assembly.  The 
capital  stock  of  the  bank  to  be  incorporated  shall  never  exceed  $5,000,000,  at  least 
one-half  of  which  shall  be  reserved  for  the  use  of  the  State." 

The  earliest  venture  of  this  State  into  the  field  of  this  study  proved  to  have 
been  beyond  the  limits  set  down  by  the  Constitution  [see  Craig  vs.  State  of  Missouri, 
4  Pet.  (U.  S.),  410] ;  yet  it  is  especially  interesting  in  this  connection  as  being  the 
nearest  approach  in  any  of  the  States  to  the  "Banks"  of  Rhode  Island  and  the 
"  loan  issues  "  of  several  of  the  colonies  in  their  earlier  history. 

On  the  27th  of  June,  1821,  the  Legislature  passed  "  an  act  for  the  establishment 
•of  loan  offices,"  by  the  third  section  of  which  the  treasury  officers,  under  the 
direction  of  the  governor,  were  required  to  issue  certificates  to  the  amount  of 
•$200,000  in  denominations  from  50  cents  to  $10,  bearing  two  per  cent,  interest. 
These  certificates  were  receivable  at  the  treasury  and  by  all  public  officers,  towns 
•and  counties,  in  payment  of  taxes  and  public  dues,  and  by  all  officers  in  discharge 
of  salaries  and  fees.  Certain  property  of  the  State  was  pledged  for  their  re- 
demption ;  and  the  governor  was  authorized  to  negotiate  a  specie  loan  for  the  same 
purpose. 

The  commissioners  of  the  loan  offices  were  authorized  to  make  loans  of  the 
certificates  at  six  per  cent.,  to  citizens  of  the  State,  upon  mortgage  security,  or,  to 
the  amount  of  $200,  upon  personal  security.  Provision  was  made  for  the  gradual 
withdrawal  of  the  certificates  from  circulation. 

In  the  case  above  cited  the  Supreme  Court  of  the  United  States  decided  that  the 
certificates  were  "bills  of  credit,"  and  their  emission  unconstitutional.  They 
were  in  circulation  only  a  few  years. 

But  the  unfavorable  reception  of  a  scheme  which  promised  so  much  relief  had 
^i  depressing  effect  upon  the  financial  enterprises  of  the  State,  and  it  was  not  until 
1837  that  another  move  was  made  toward  extending  the  banking  facilities  of  the 
State,  which  in  the  meantime  were  limited  to  such  as  could  be  offered  by  a  branch 
of  a  Cincinnati  bank  located  in  St.  Louis. 

The  Bank  of  the  State  of  Missouri  was  chartered  in  1837.  and  with  its  branches 
held  for  many  years  a  practical  monopoly  of  the  banking  franchises  in  the  State.  Its 
first  branches  were  located  at  Fayette,  Palmyra,  Cape  Girardeau,  Springfield  and 
Lexington.  The  bank  was  the  fiscal  agent  for  the  State  of  Missouri ;  it  effected  the 
*ale  of  the  State  bonds,  and  paid  the  interest  upon  the  State  indebtedness.  The 
State  had  subscribed  to  one-half  the  capital  stock  originally  issued  by  the  bank, 
and  at  times  the  bank  advanced  to  the  State  large  sums  of  money.  It  issued  paper 
currency  against  a  coin  reserve  held  in  its  own  vaults,  either  by  the  parent  bank 
or  by  the  branches.  The  amount  of  the  circulation  thus  issued  was  limited  to  three 
dollars  of  paper  for  each  dollar  of  coin. 
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In  the  year  1856  the  amount  of  coin  in  its  vaults  was  $1,140,000,  while  its  circu- 
lation was  only  $3,200,000 — less  than  two  dollars  of  circulation  for  each  one  dollar 
of  specie.     It  dealt  only  in  its  own  notes  and  coin.* 

The  bills  issued  by  this  bank  were  always  redeemed  at  par  on  presentation. 
According-  to  Hunt's  Merchants'  Magazine  for  1858,  this  was  the  only  bank  in  the 
South  and  West,  started  at  the  time  of  the  first  suspension,  that  did  not  suspend  at 
the  second  revulsion  of  1839.  As  late  as  1856  the  only  incorporated  banks  in  the 
State  transacting  a  general  banking  business  were  this  Bank  of  the  State  of  Missouri 
and  its  five  branches.  Their  combined  capital  was  $1,215,405,  of  which  $954,205  was 
owned  by  the  State,  and  $261,200  by  individuals.  The  deposits  at  that  time 
amounted  to  $1,328,875,  and  the  outstanding  circulation,  $2,805,660. 

The  capital  owned  by  the  State  was  increased  by  January  1,  1863,  to  $1,086,300 ; 
while  that  owned  by  individuals  increased  to  $2,315,392.  Four  additional  branches- 
had  also  been  addfd.  But  the  other  banks  established  since  1856  (with  an  aggregat 
capital  of  nearly  $8,000,000),  had  resulted  in  a  very  marked  curtailment  of  the  field 
for  circulation  of  the  notes  of  the  State  Bank,  which  on  January  1,  1863,  amounted 
to  but  $845,183. 

In  1854  the  constitutional  inhibition  against  other  banks  than  the  State  Bank- 
was  removed  ;  in  1865  the  new  Constitution  prohibited  the  incorporation  of  banks 
of  issue  and  required  that  the  Legislature  should  provide  for  the  sale  of  the  stock 
owned  by  the  State ;  and  by  the  Constitution  of  1875  the  final  renunciation  was  en- 
acted in  the  section  : 

"  No  State  bank  shall  hereafter  be  created,  nor  shall  the  State  own  or  be  liable 
for  any  stock  in  any  corporation,  or  joint  stock  company,  or  association  for  bank- 
ing purposes  now  created,  or  hereafter  created."" 

COMPARISON  SYSTEMS  AND  SPECIAL  FEATURES. 

It  seems  unnecessary  to  go  into  any  extended  comparison  of  the  various  State 
institutions  to  which  attention  has  been  directed  in  the  preceding  pages.  The  ex- 
amples speak  for  themselves.  Yet  a  grouping  of  them  into  such  classes  as  thev 
most  naturally  form  may  aid  in  an  understanding  of  the  subject. 

I.  Institutions  toward  the  capital  of  which  the  State  contributed  a  large  share,, 
and  in  the  management  of  which  the  State,  through  directors  appointed  by  it,  had) 
a  large — though  not  necessarily  controlling — interest.  In  the  case  of  the  most  of 
the  institutions  of  this  class  it  will  be  noticed  that  the  bank  was  made  the  fiscal 
agent  of  the  State,  and  generally  the  notes  of  the  bank  were  expressly  made 
receivable  for  taxes  and  dues  to  the  State. 

This  is  the  class  that  includes  the  greatest  number  of  the  institutions  described 
above.  It  is  also  the  class  in  which  it  has  been  found  most  difficult  to  decide  what 
banks  should  and  what  should  not  be  included.  For  the  field  it  covers  shades  off 
gradually  into  a  class  of  institutions  in  which  the  State  is  merely  an  ordinary 
stockholder,  and  which  cannot  in  any  sense  be  considered  as  State  institutions. 

Of  the  banks  which  fall  within  this  category,  the  following  may  be  cited  :  The 
first  and  second  Banks  of  Kentucky,  1806  and  1834,  respectively ;  the  Farmers'" 
Bank  of  Delaware,  1807  ;  the  State  Bank  of  North  Carolina,  1810,  and  the  Bank  of 
the  State  of  North  Carolina,  1833;  the  Bank  of  the  State  of  Tennessee,  1811,  and 
the  Planters'  and  Union  Banks,  1832-33  ;  the  State  Bank  of  Indiana,  1814,  and  the 
State  Bank  of  1834;  the  Bank  of  the  State  of  Georgia,  1815,  and  the  Bank  of 
Darien(Ga.),  1818;  the  Bank  of  the  State  of  Mississippi,  1818,  and  the  Planters'" 
Bank  (Miss.),  183H ;  the  Bank  of  Louisiana,  1824;  the  State  Bank  of  Illinois,  1835, 
and  the  Bank  of  Illinois  at  Shawneetown,  1838,  and  the  Bank  of  the  State  of 
Missouri,  1837. 

II.  The  "real-estate"  and  "  property"  banks,  in  which  the  actual  working- 
capital  of  the  institution  was  secured  through  the  sale  of  bonds  issued  by  the  State 
to  the  bank  for  that  purpose.  The  State  was  not  ordinarily  a  stockholder  in  the 
bank,  but  usually  received  a  certain  proportion  of  the  profits  in  return  for  the  guar- 
anty which  its  credit  afforded  the  institution.  The  capital  being  secured  by  the 
sale  of  State  bonds,  it  was  not  necessary  that  the  subscribers  for  the  stock  should 
pay  up  any  amount  upon  their  shares,  and  they  were  allowed  to  secure  them  by 
mortgages  upon  real  estate.  In  the  case  of  each  of  the  banks  founded  upon  this 
plan  the  stockholders  themselves  were  the  principal  borrowers  of  the  funds  secured 
by  the  sale  of  the  State  bonds  issued  to  the  bank  and  through  the  issue  of  its  own 
notes. 

The  States  in  which  these  institutions  were  located  are  all  Southern  States. 
The  instances  are :  The  Union  Bank  of  Florida,  1833 ;  Union  Bank  of  Louisiana, 
1832,  Consolidated  Association,  and  Citizens'   Bank,  (La.),    1836 ;  The  Mississippi 

*  L.  F.  Stephens,  in  World's  Congress  of  Bankers  and  Financiers. 
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Union  Bank,  1838 ;  The  State  Bank  of  Arkansas,  and  the  Real  Estate  Bank  of 
Arkansas,  1836. 

III.  Banking  institutions  for  which  the  State  furnished  the  entire  capital  and 
which  were  under  the  direct  control  of  the  State. 

The  cases  coming  under  this  head  are  :  The  State  Bank  of  Vermont,  1806  ;  The 
Bank  of  the  Commonwealth  of  Kentucky,  1820  ;  The  Bank  of  the  State  of  South 
Carolina,  1812 ;  The  State  Bank  of  Illinois,  1821 ;  The  State  Bank  of  Tennessee, 
1820  ;  The  Bank  of  Tennessee,  1838  ;  The  Bank  of  the  State  of  Alabama,  1823  ;  The 
Central  Bank  of  Georgia,  1829;  and  the  Missouri  "Loan  Offices"  of  1821. 

Attention  has  already  been  called  to  the  fact  that  the  "loan  certificates"  of 
Missouri  seem  to  have  been  patterned  closely  after  the  colonial  issues  of  paper  cur- 
rency noted  at  page  2  above.  But  the  similarity  is  hardly  less  striking  when  com- 
parison is  made  between  the  "banks"  of  Rhode  Island  or  Massachusetts  and  the 
issues  of  the  State  Bank  of  Illinois  (1821),  or  the  State  Bank  of  Tennessee  (1820). 
In  each  of  these  latter  instances  the  bank  was  in  the  nature  of  a  loan  office,  issuing 
bills  for  the  purpose  of  loaning  on  landed  or  personal  security,  and  it  is  not  un- 
likely that  the  decision  of  the  Supreme  Court  in  the  case  of  Craig  vs.  the  State  of 
Missouri  might  have  been  applied  to  their  issues  had  not  their  failures  occurred  so 
early  as  they  did. 

With  one  or  two  unimportant  exceptions  all  of  the  institutions  noted  in  the 
preceding  pages  operated  branches,  the  number  of  which  varied  from  a  single  one 
to  more  than  a  dozen.  There  was  no  uniformity  in  the  basis  upon  which  they 
stood.  In  some  cases  the  connection  between  the  parent  bank  and  the  branches 
was  rather  nominal  than  intimate.  In  the  case  of  the  State  Bank  of  Indiana  (1834) 
the  branches  were  actually  separate  institutions  and  the  parent  bank  merely  a 
board  of  control,  binding  the  whole  into  a  common  system.  In  other  cases — e.  g., 
the  Bank  of  the  State  of  South  Carolina — the  branches  were  little  more  than 
agencies  of  the  parent  bank,  which  signed  and  issued  all  the  notes,  making  them 
payable  at  the  head  office.  But  the  larger  number  of  these  institutions  occupied  a 
middle  ground — the  branches  being  left  to  issue  their  own  notes  and  discount  for 
their  own  customers,  but  constantly  directed  from  the  parent  bank  as  to  general 
policy. 

This  practice  of  making  the  notes  payable  only  at  the  particular  branch  which 
issued  them  occasionally  led  to  the  adoption  of  the  subterfuge  especially  mentioned 
above  in  the  case  of  the  Bank  of  the  State  of  Arkansas — the  circulation  by  each 
branch  of  the  notes  of  some  distant  branch,  so  that,  while  their  notes  were  nomi- 
nally convertible  into  specie  on  demand,  they  were  received  by  the  branch 
in  the  vicinity  of  which  they  were  circulated  only  at  a  slight  discount.  Instances 
of  this  are  mentioned  in  the  case  of  the  United  States  Bank,  and  the  banks  of 
North  Carolina,  Virginia  and  Tennessee. 

Another  point  which  is  perhaps  worthy  of  note  is  the  stimulus  given  to  these 
State  institutions  by  the  distribution  of  the  surplus  revenues  among  the  States  in 
1836-7.  In  the  case  of  States  which  had  subscribed  for  large  amounts  of  stock  in 
banks  recently  incorporated,  the  receipt  of  this  revenue  often  enabled  a  considerable 
portion  of  the  subscription  to  be  paid  at  once  in  cash.  In  the  case  of  institutions  the 
capital  of  which  had  been  wholly  contributed  by  the  State,  this  was  increased  by 
the  addition  of  the  State's  share  of  the  surplus  revenue.  And  even  where  neither 
of  these  courses  was  followed,  the  moneys  thus  received  were  generally  deposited 
with  the  State  institution,  and  as  there  was  every  prospect  that  the  deposit  would 
be  permanent,  the  result  was  practically  the  same  as  a  direct  increase  of  capital. 

STATUS  WHEN  NATIONAL  BANKING  SYSTEM  INAUGURATED. 

At  the  time  of  the  establishment  of  the  National  Banking  system  in  1863-4, 
most  of  the  State  banking  institutions  described  in  the  foregoing  pages  had  already 
passed  into  history.  That  of  Vermont  had  ended  disastrously  before  1815.  The 
first  two  experiments  in  Kentucky  had  come  to  the  same  end  before  1830.  The 
first  experiment  of  Indiana  had  proved  a  failure;  and  the  second,  though  eminently 
successful,  had  given  place  before  1860  to  an  institution  in  which  the  State  had  no 
interest.  The  ventures  of  Mississippi  and  Illinois  had  ended  disastrously  early  in 
the  forties.  Tennessee's  first  institution  had  been  closed  in  1832,  and  her  second 
State  Bank  was  in  1864  engaged  in  its  final  struggle  previous  to  an  assignment 
in  1866. 

The  Bank  of  the  State  of  Alabama  had  passed  out  of  existence  in  1845,  leaving 
behind  a  public  debt  of  several  millions  of  dollars,  which  still  existed  in  1864  as 
a  vivid  reminder  of  the  follies  of  earlier  years.  Louisiana  had  long  before  the  war 
severed  her  connection  with  the  banking  interests  with  which  she  had  affiliated, 
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except  so  far  as  was  involved  in  the  payment  of  interest  and  principal  of  the  por- 
tion of  the  debt  still  remaining  of  that  which  she  had  then  created.  Georgia's 
public  bank  had  gone  down  early  in  the  forties ;  while  those  of  Florida  had  failed 
•even  earlier.    Arkansas'  two  State  institutions  had  been  in  liquidation  since  1842. 

There  remained  then  in  1863,  of  the  institutions  here  discussed,  only  the  later 
Bank  of  Kentucky,  the  Farm  ere'  Bank  of  Delaware,  the  Banks  of  North  and  South 
Carolina  and  the  Bank  of  the  State  of  Missouri. 

The  Bank  of  Kentucky  was  never  very  intimately  connected  with  the  State, 
and  it  is  perhaps  due  to  the  fact  that  it  was  allowed  to  conduct  its  own  affairs, 
mainly  upon  its  own  capital,  that  its  continuance  and  success  may  be  attributed. 
The  Bank  of  Kentucky  and  its  branches,  in  1863,  possessed  a  capital  of  $3,666,400, 
and  issued  circulation  amounting  to  $1,125,000. 

The  Farmers'  Bank  of  Delaware  is  the  one  institution  described  in  these  pages 
whose  connection  with  the  State  was  least  intimate,  and  whose  management  seems 
*o  have  been  most  independent  of  political  influences.  In  1863,  as  since,  this  bank 
was  in  a  sound  condition  and  its  notes  at  par  with  government  paper. 

The  conditions  of  war  then  prevailing  make  it  difficult  at  this  time  to  ascertain 
the  status  of  the  State  Banks  of  North  and  South  Carolina.  Both,  however,  seem 
to  have  been  in  successful  operation — that  of  North  Carolina  under  the  new  name 
of  the  Bank  of  North. Carolina. 

The  Bank  of  the  State  of  Missouri  was  also  apparently  in  successful  operation  in 
1863;  though  the  measure  of  that  success  was  not  so  great  as  to  prevent  the  State 
in  1866  from  offering  for  sale  and  finally  disposing  of  all  its  stock  in  the  Bank. 

In  short,  therefore,  the  date  of  the  establishment  of  the  National  Banking 
system  found  in  existence  few  State  banking  institutions  of  the  character  herein 
described — and  those  few  mainly  the  ones  in  which  the  interests  of  the  State  were 
slight — rather  in  the  nature  of  investments  of  funds  than  such  as  called  for  any 
considerable  share  in  management  on  the  part  of  the  State.  All  the  rest  had  gone 
down,  leaving  behind  them  in  many  cases  a  mass  of  State  indebtedness  to  stand 
as  the  result  of  experiments  made  in  earlier  days  by  men  who  thought  themselves 
possessed  of  a  genius  for  finance. 
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Each  number  contains  a  special  discussion  of  some  Sound  Currency  question. 


"  Our  banks  have  accomplished  their  great  object,  of  furnishing  a  sound  currency— 
tound,  equal  and  uniform,  in  consequence  of  its  redemption  at  par,  in  the  great  central 
market  of  the  country  (Boston).  The  bills  furnish  a  most  convenient  instrument  for  ex- 
changing the  various  com.r^afUHes  or  commerce  and  agriculture,  and  go  into  wide  circula- 
tion. *  *  *  The  sysvcih  is  admirable,  and  is,  perhaps,  without  a  parallel  in  the 
world;  it  leaves  us  nothing  to  desire,  so  far  as  an  instrument  of  commerce  is  needed, 
within  the  circle  of  the  Eastern  States." — Report  of  Bank  Commissioners  of  Maine,  1842. 

11  Two  banks  in  this  State  do  not  arrange  for  the  redemption  of  their  notes  in  Boston. 
Their  bills  will  not  circulate  beyond  a  limited  sphere.  At  fifty  miles1  distance  they  cannot 
be  used  without  loss,  while  the  bills  of  the  other  banks  of  the  State  circulate,  it  is  said, 
without  loss,  to  the  farthest  bound  of  the  Union?' — Report  of  the  Bank  Commissioners 
of  Maine,  1848. 

"  Tlie  ''Suffolk  System,'  though  not  recognized  in  our  banking  law,  has  proved  to  be 
the  great  safe-guard  to  the  public.  Whatever  objections  may  exist  to  ilus  ■ system'  in 
theory,  its  practical  operation  is  to  keep  the  circulation  of  our  banks  within  the  bounds  of 
safety.  No  sound  bank  can  have  any  well  founded  reason  for  refusing  to  redeem  its  bills 
in  Boston,  and  a  bank  that  is  not  sound  cannot  long  do  business  under  that  system,  and 
ceases  to  be  in  good  credit  when  it  is  '  thrown  out  at  the  Suffolk.' " — Report  of  Bank  Com- 
missioners of  Maine,  December  31,  1857. 
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BANK  NOTE  ISSUES  IN  COLONIAL  NEW  ENGLAND. 

In  1686  it  is  recorded  that  there  was  felt  in  Massachusetts  a  "scarcity  of  coyne,"* 
to  remedy  which  a  private  bank,  established  by  persons  of  estate  and  known  integrity 
and  reputation,  was  authorized.  This  institution,  however,  was  not  long-lived.  If  it 
existed,  as  it  very  probably  did,  until  the  Revolution  of  1689,  it  did  not  survive  any 
longer.* 

In  1701  a  committee  of  the  General  Court  proposed  the  establishment  of  another 
bank  ;  but  this  recommendation  was  negatived  by  the  Council.  The  agitation  did  not 
die  out,  however,  and  in  1714  was  renewed  by  "  a  numerous  and  respectable  "  body  of 
citizens  whose  demand  was  for  a  private  bank  based  on  real  estate.  Perceiving  that 
their  project  was  likely  to  succeed  unless  opposed  by  more  than  the  refusal  of  legisla- 
tive sanction,  the  Province  proceeded  to  assume  to  itself  the  banking  functions  in; 
question.  This  was  done  through  the  issue  of  £50,000  in  bills  expressly  put  upon  a 
banking  basis.  These  were  put  in  the  hands  of  five  trustees  and  by  them  loaned  out 
at  5  per  cent,  interest  on  mortgage  security,  one-fifth  of  the  principal  as  well  as  the 
interest  to  be  paid  annually.  At  the  same  time  the  Legislature  forbade  the  emission 
of  bills  by  the  private  bank  in  contemplation.  But  in  spite  of  this  it  seems  to  have 
issued  notes,  some  of  which  were  still  in  circulation  in  1719.  Their  circulation  was- 
forbidden  by  Parliament  in  1720.  After  a  start  had  thus  been  made,  the  Province 
continued  from  time  to  time  to  issue  bills  for  purposes  of  loaning,  the  first  issue  being; 
followed  by  £100,000  in  1716,  another  £50,000  in  1721,  and  £60.000  in  1728. 

In  1733  a  number  of  merchants  and  others  in  Boston,  in  order  to  supply  the  de- 
ficiency of  a  medium  of  trade,  engaged  in  a  project  to  issue  paper  to  the  value  of 
£110,000.  These  bills  were  redeemable  in  ten  years  with  silver  at  19s.  an  ounce,  then 
the  common  rate  for  Province  paper.  In  spite  of  opposition  to  them  on  the  part  of 
the  Governor  and  their  failure  to  obtain  the  sanction  of  the  Assembly,  these  mer- 
chants' notes  were  circulated,  and  accounted  better  by  33  per  cent,  than  Province 
bills,  f 

In  1740  two  private  banks  were  projected — a  "Land"  Bank  and  a  "Specie" 
or  "  Silver"  Bank.  The  first  contemplated  an  issue  of  £150,000  in  notes  to  be  loaned 
on  landed  security,  payable  in  twenty  years  by  various  articles  of  merchandise  ;  the- 
other  an  issue  of  £120,000,  redeemable  in  fifteen  years  in  silver  at  20s.  an  ounce,  or 
gold  pro  rata.  The  latter  was  very  similar  to  the  issue  of  merchants'  notes  in  1733. 
Both  these  institutions  gained  considerable  currency  for  their  notes— though  in  each 
case  without  legislative  sanction. 

The  "Land"  Bank  was  especially  opposed  by  the  government  of  the  Colony,  and 
the  measures  adopted  to  put  it  down  involved  the  dismissal  of  civil  and  military- 
officers  who  were  connected  with  it  or  who  encouraged  the  circulation  of  its  bills.  This 
opposition  was  galling  to  the  advocates  of  the  bank,  who  even  threatened  to  rise  in 
rebellion.  In  1742  the  institution  was  compelled  by  act  of  Parliament  to  call  in  its- 
notes  and  wind  up  its  affairs,  and  a  right  of  action  was  given  each  holder  of  its  notes- 
against  any  member  of  the  association,  as  a  result  of  which  many  of  the  stockholders 
suffered  severely. 

June  80, 1742,  a  committee,  reporting  on  the  affairs  of  the  "  Silver"  Bank,  stated' 
that  it  had  actually  emitted  £120,000  in  notes,  of  which  £69,361  12s.  6d  had  been 
recalled,  leaving  still  in  circulation  £50,638  Is.  6d.  These  notes  also  fell  under  the 
prohibition  of  Parliament  in  that  year,  and  the  remainder  were  retired. 

In  New  Hampshire,  also,  about  1735,  a  company  was  formed  which  issued  notes, 
upon  the  plan  of  the  Merchants'  Association  of  Boston  of  two  years  earlier.  "  They 
concluded,"  says  Mr.  Felt,  "  to  follow  the  example  set  by  the  association  of  our  metro- 
polis—who had  issued  notes  on  their  own  responsibility — but  not  to  imitate  their 
judicious  provisions  to  hinder  loss  to  the  public.  Hence  our  Legislature  passed  a  law 
against  the  circulation  of  their  bills  on  a  penalty  of  heavy  fine."  A  part  of  the  sec- 
tion of  the  statute  here  referred  to  recites  that  sundry  persons  of  New  Hampshire  have 
adopted  measures  the  past  year  to  issue  "promissory  notes  of  a  most  uncertain  and 
sinking  value,  as  they  are  payable  in  New  Hampshire,  Massachusetts,  Connecticut 
and  Rhode  Island  bills,  or  in  silver,  gold,  or  hemp,  at  the  unknown  price  they  may  be 
at  Portsmouth,  in  New  Hampshire,  Anno  1747,  whereby  his  Majesty's  good  subjects 
will  be  great  sufferers,  should  they  part  with  their  goods  and  substance  for  them  or 
accept  of  them  in  payment."  "This  was  a  banking  speculation,"  continues  the  his- 
torian, "which  promised  much  advantage  to  its  promoters,  but  very  little  to  the  public. 
The  larger  amount  of  its  paper,  like  all  such  currency  of  that  day,  in  New  England, 
reached  Boston — the  great  mart  for  the  northern  colonies.  But  placed  under  the  ban 
of  the  law,  its  market  was  spoiled  for  this  Province." 

In  Rhode  Island  the  principle  of  loan  issues  by  the  Colony  inaugurated  by 
Massachusetts  was  carried  to  an  extreme.  In  1715,  there  was  emitted  what  was  called 
the  First  Bank  of  £40,000.  The  bills  were  issued  by  the  Colony  and  loaned  out  to» 
inhabitants  at  five  per  cent,  interest,  for  a  period  of  ten  years,  on  real  estate  security. 

*  Felt,  Massachusetts!  Currency,  p.  47.  +  Ibid.,  pp.  89, 107. 
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In  May,  1721,  a  second  bank  of  £40,000  was  issued  and  loaned  out  like  the  first,  except 
that  ihe  period  of  the  loan  was  but  five  years,  which  was  afterward  extended  to- 
thirteen  years.  Other  banks  continued  to  be  issued  from  time  to  time.*  In  174* 
there  were  still  outstanding  £210,000  of  the  third  to  eighth  banks,  inclusive  ;  and  two- 
other  banks  were  issued  later.  In  addition  to  these  there  were  occasional  issues  for 
the  relief  of  the  treasury  which  were  not  loaned  out  as  were  the  "  banks." 

Commencing  with  an  issue  of  £8,000  in  1709,  the  Colony  of  Connecticut  had 
issued  bills  of  credit  from  time  to  time  for  the  purpose  of  meeting  expenses ;  and  ir* 
1726  and  1728  measures  for  issuing  bills  for  loan  were  favorably  discussed,  and  that 
of  1728  defeated  only  by  the  veto  of  the  Council.  In  1730  an  association  was  formed, 
to  which  the  General  Court,  in  1732,  granted  a  charter  under  the  name  of  the  "  New 
London  Society  United  for  Trade  and  Commerce,"  which  shortly  after  commenced  the? 
issue  of  notes  for  circulation,  in  imitation  of  colonial  bills.  Thereupon  at  a  special 
session  of  the  General  Court,  its  charter  was  repealed,  and  an  act  passed  declaring- 
that  any  one  who  should  "strike  or  emit  any  bills  of  credit  of  the  nature  or  tenor 
of  bills  of  credit  on  this  government,"  or  on  any  fund  or  credit  of  any  person  or 
persons,  or  of  any  society,  to  be  used  in  lieu  of  money,  should  be  subject  to  the* 
same  penalties  as  are  prescribed  for  forging  or  counterfeiting  bills  of  credit.  For  the 
relief  of  those  who  had  come  into  possession  of  the  bills  of  the  company,  the  Colony 
authorized  an  emission  of  £30,000,  and  later  £20,000  additional,  to  be  loaned  out 
either  to  those  bringing  in  the  notes  of  the  New  London  Society  or  to  others.  In  1740* 
a  further  issue  of  £22,000  was  loaned  out.  No  other  issues  of  Connecticut  paper 
money  seem  to  have  been  made  for  loan  purposes. 

MASSACHUSETTS  STATE  BANK  CURRENCY. 

On  March  8,  1782,  within  two  months  after  the  Bank  of  North  America  opened 
its  doors  in  Philadelphia,  the  State  of  Massachusetts  also  granted  it  a  charter  and 
guaranteed  it  a  monopoly  during  the  continuance  of  the  War  with  Great  Britain.  The- 
success  of  this  institution  led  two  years  later  to  the  organization  of  the  Massachusetts- 
Bank,  incorporated  by  the  Legislature  February  7,  1784.  This  was  the  first  local  bank 
established  in  the  State,  and  the  second  in  the  United  States.  Its  capital  was  limited 
to  $300,000  of  which  $253,500  had  been  paid  in  when  it  commenced  business  on  July 
5  of  that  year.  In  its  original  charter  nothing  was  said  as  to  the  issue  of  notes  ;  but 
an  act  passed  March  9, 1792,  prohibited  the  issue  of  notes  below  $5,  and  from  January 
1, 1793,  the  total  amount  of  notes  together  with  "money  loaned  by  them  by  a  credit  on 
their  books  or  otherwise  "  was  limited  to  "  twice  the  amount  of  their  capital  stock  in 
gold  and  silver,  actually  deposited  in  the  bank  and  held  to  answer  the  demands  against 
the  same."  In  case  of  excess,  the  directors  under  whose  administration  it  occurred 
were  to  beheld  individually  liable. J 

In  1792  the  Union  Bank  of  Boston  was  chartered,  with  a  capital  of  $1,200,000, 
of  which  the  State  subscribed  $400,000.  Its  issue  of  notes  of  a  less  denomination  than 
$5  was  prohibited,  and  the  total  debts  due  from  the  bank  limited  to  an  amount  not- 
exceeding  twice  its  capital,  in  addition  to  its  deposits.  Provision  was  included  for 
legislative  examinations,  and  the  bank  was  made  the  depository  of  the  State  funds.  It 
was  also  required  to  loan  to  the  State  at  any  time  a  sum  not  to  exceed  $100,000,  at  fivfr 
per  cent,  interest.     It  might  establish  branches. 

Most  of  the  charters  subsequently  granted  contained  substantially  the  same  pro- 
visions, including  in  nearly  every  case  that  for  a  State  subscription.     In  this  way  the-  ■ 
State  became  quite  largely  interested  in  banking,  holding,  in  1812,  according  to  Mar- 
tin's Boston  Stock  Market,  $1,000,000  of  bank  stock,  which  was  at  that  time  sold  to- 
meet  some  extraordinary  expenses. 

In  1795  Massachusetts  incorporated  her  third  bank— the  Nantucket — with  a  capital 
of  $40,000  ;  and  very  shortly  after  the  Merrimac,  at  Newburyport,  was  established. 
Each  of  these  banks  was  permitted  to  issue  notes  as  small  as  $2. 

In  1799  a  general  law  was  enacted  prohibiting  banking  by  unincorporated  com- 
panies, or  the  further  issue,  except  by  the  Nantucket  Bank,  of  notes  of  a  less  denomi- 
nation than  $5.  In  the  early  years  of  the  century,  however,  the  currency  of 
New  England  became  greatly  deranged,  notes  of  banks  in  other  States  of  denomina- 
tions as  low  as  twenty-five  cents  being  in  circulation,  and  specie  having  practically 
disappeared.  One  consequence  was  that  the  early  prohibition  against  notes  below  $5 
in  Massacusehtts  gave  way,  in  1805,  to  a  permission  to  issue  bills  of  $1,  $2  and  $3  to  the- 
amount  in  the  case  of  each  bank  of  five  per  cent,  of  its  paid-up  capital.     This  failing  to- 

♦The  more  the  issues  the  greater  the  depreciation,  and  the  greater  the  demand  for  more  hills. 
"  Those  who  were  involved  in  debt,"  says  Mr.  Potter,  "  borrowed  of  the  Colony,  on  mortgage,  a  sufficient 
sum  to  pay  their  debts,  as  the  bills  were  in  many  cases  made  a  legal  tender.  When  the  time  came  for 
repayment  to  the  Colony,  a  sufficient  amount  of  the  same  bills  could  be  procured  at  a  very  great 
depreciation." 

+  In  the  eighty  years  of  its  existence  as  a  State  bank,  from  1784  to  1864,  the  whole  amount  of  cir- 
culating notes  issued  by  it  was  £4,674,177,  of  which  the  amount  lost  or  not  presented  for  redemption  was. 
$22,111  or  not  quite  one-half  of  one  per  ce.  t. 
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meet  the  demaDd,  the  proportion  was  increased,  in  1809,  to  fifteen  per  cent.,  reduced 
in  1812  to  ten  per  cent.,  and  again  increased,  in  1818,  to  twenty -five  per  cent.,  aa 
-which  it  remained  during  the  continuance  of  the  State  banking  system. 

Though  each  of  the  banks  was  required  by  its  charter  to  furnish  to  State  officials 
a  statement  showing  the  amount  of  capital,  deposits,  circulation,  etc.,  once  in  six 
months,  or  once  in  twelve  months,  few  seem  to  have  paid  any  attention  to  these  pro- 
-visions.  But  in  1803  an  act  was  passed  requiring  banks  to  make  regular  semi-annual 
Teturns  of  their  condition  to  State  <  fficials.  And  from  Ibis  time  on  the  statistical 
•data  as  to  banking  in  Massachusetts  is  fairly  complete.  These  returns  for  1803  show 
seven  banks  in  operation,  with  a  capital  of  $2,225,000,  and  a  circulation  of  $1,565,000. 
During  the  two  years  1803  and  1804  the  growth  of  the  banking  system  was  very 
rapid,  and  by  1805  there  were  in  operation  sixteen  banks,  with  a  capital  of  $5,460,000. 
Jrom  this  time  until  1811  but  one  other  bank  was  chartered. 

During  the  period  from  1805  to  1810  the  bank-note  currency  of  New  England 
Tvas  in  a  verv  unstable  condition.  The  banks  of  Massachusetts,  however,  were  pro- 
tected by  legislative  safeguards  which,  while  not  freeing  them  entirely  from  the  dis- 
orders of  the  times,  left  them  in  a  condition  far  better  than  that  of  the  other  New 
England  States.  Yet  it  is  stated  that  when  the  vaults  of  the  Berkshire  and  North- 
ampton banks  were  examined  about  1809,  one  was  found  to  possess  only  about  thirty 
■or  forty  dollars  in  specie,  and  the  other  absolutely  nothing.*  One  effect  of  the  crisis 
through  which  the  banks  then  passed  is  apparent  in  the  sudden  contraction  of  their 
circulation  from  $1,613,684,  in  1806  to  $1,038,042  in  1808. 

One  of  the  fruits  of  this  crisis,  which  remained  as  part  of  the  permanent  bank- 
ing system  of  the  State,  was  the  Act  of  1809,  imposing  a  penalty  of  two  per  cent,  a 
month  upon  any  bank  which  should  refuse  or  neglect  to  pay  its  notes  in  specie  on 
•demand.  In  1809  also,  an  act  was  passed  requiring  that,  for  the  purpose  of  securing 
uniformity  and  guarding  against  counterfeiting,  all  bills  of  $5  and  under  should  be 
printed  from  certain  stereotype  steel  plates  executed  by  a  Boston  engraver. 

In  1811  the  first  effects  of  the  stimulus  to  banking  arising  from  the  expiration  of 
the  charter  of  the  United  States  Bank  were  evidenced  in  the  incorporation  of  the 
Merchants'  Bank,  with  a  capital  of  $200,000,  and  on  the  following  day— June  27, 
1811— the  State  Bank,  with  a  capital  of  $3,000,000.  This  institution  was  evidently 
designed  to  occupy  the  place  in  relation  to  the  State  that  the  United  States  Bank  was 
just  then  resigning  as  to  the  United  States ;  but  the  plan  did  not  meet  with  very 
flattering  success,  and  the  $1,500,000  additional  capital  for  a  State  subscription,  for 
which  provision  was  made,  was  never  actually  subscribed.  In  1817  its  capital  was 
Teduced  to  $1,800,000.  The  charters  of  these  two  banks  were,  in  most  respects,  taken 
as  the  pattern  from  which  the  charters  of  the  banks  incorporated  in  the  next  few  years 
were  modeled.  No  business  was  to  be  done  until  one-fifth  of  the  capital  was  paid  in 
and  actually  existed  in  the  vaults  in  gold  and  silver,  as  found  by  examination  of  com- 
missioners to  be  appointed  for  the  purpose  by  the  Governor,  whose  duty  it  should  be 
not  only  to  count  the  money,  but  to  ascertain  by  the  oath  of  the  directors  that  it  had 
been  bona  fide  paid  in  by  the  subscribers  as  payments  upon  their  subscriptions  and  was 
intended  to  remain  as  a  part  of  the  capital  of  the  bank.  In  case  of  any  loss  or 
•deficiency  arising  from  mismanagement,  the  stockholders  were  to  be  individually 
liable  in  their  private  capacities,  to  an  amount  not  exceeding  the  stock  held  by  them  ; 
and  upon  the  expiration  of  the  charter  the  stockholders  were  to  be  liable  in  their 
private  and  individual  capacities  for  the  payment  of  all  bills  outstanding,  in  proportion 
to  the  stock  held. 

In  the  case  of  these  two  banks,  as  in  the  case  of  the  most  of  those  which  had  pre- 
ceded them,  the  circulation  was  virtually  limited  to  twice  the  capital  stock  by  the 
provision  that  the  total  debts  owing  either  to  or  from  the  bank,  exclusive  of  deposits 
should  not  exceed  twice  the  amount  of  the  capital.  But  commencing  almost  immedi- 
ately thereafter,  the  limit  of  circulation  imposed  either  upon  the  incorporation  of  new 
banks  or  on  the  re-incorporation  of  old  ones — the  charters  of  the  most  of  which  expired 
in  1812 — was  150  per  cent,  of  the  capital  actually  paid  up.  In  the  case  of  three  or 
four  banks  the  old  limitation  of  twice  the  capital  seems  to  have  been  adhered  to ; 
while  in  the  case  of  several  the  total  debts  due  from  the  bank— including  deposits  as 
well  as  circulation— were  limited  to  150  per  cent,  of  the  capital  stock. 

Between  1822  and  1829  there  were  forty-five  bank  charters  given.  Of  these,  two 
•of  the  earliest  followed  the  charter  of  the  State  Bank  of  1811,  which  limited  the  total 
•debts  of  the  bank,  exclusive  of  deposits,  to  twice  the  amount  of  the  capital,  but 
imposed  no  other  restriction  upon  circulation.  Thirteen  more,  granted  exclusively 
in  1824  and  1825,  limited  the  circulation  to  150  per  cent,  of  the  paid-up  capital ; 
twenty-five  granted  in  1825,  1826,  1827  and  1828,  fixed  the  limit  at  100  per  cent,  of 
the  paid-up  capital ;  while  four  imposed  a  limit  of  only  50  per  cent.,  though  in  two 
•of  these  cases  the  limit  was  shortly  after  raised  to  100  per  cent. 

♦Information  as  to  the  currency  of  these  banRs  and  the  loss  to  holders  is  not  accessible,  further 
than  the  fact  that  in  1809  the  notes  of  the  Northampton  Bank  were  quoted  in  Boston  at  a  discount  of  15 
per  cent.,  and  those  of  the  Berkshire  Bank  at  from  20  to  50  per  cent,  discount.  The  former  Bank  r — 
afterward  to  have  recovered  its  standing  in  some  measure,  and  in  1813  its  charter  was  revived. 
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The  Massachusetts  and  o  her  New  England  banks  did  not  suspend  specie  payments 
in  1814,  at  the  time  the  other  banks  of  the  country  did  ;  but  on  the  contrary  con- 
tinued to  maintain  a  currency  of  recognized  soundness.  The  result  was  to  attract  to* 
New  England  a  large  amount  of  specie  which  had  previously  been  circulating  in 
other  States.  The  sound  currency  and  consequent  low  prices  of  New  England  con- 
stantly tended  to  draw  the  available  specie  irom  other  sections,  where  an  inflated 
currency  and  high  prices  had  resulted  from  undue  bank  expansion.  The  following 
table  shows  the  amount  of  specie  held  by  Massachusetts  banks  during  the  years  in 
question  : 


1811  

$1,513,000 
3,681,696 
5,780,796 
6,946,542 

1815 

$3,464,241 
1,260,210" 
1,577,43* 

1812 

1816 

1813 

1817 

1814 

The  years  1825,  1826  and  1828  were  especially  prolific  in  bank  charters,  and  in  the 
four  years  1825  to  1828  no  less  than  thirty-six  banks  were  incorporated,  while  fourteen 
others  were  authorized  to  increase  their  capital  stock.  The  total  new  capital  author- 
ized was  $9,075,000.  The  necessity  for  drawing  so  much  capital  from  other  uses  for 
investing  in  banking  caused  a  severe  pressure  for  cash  at  several  periods,  and  as  a 
result  neither  of  the  banks  chartered  in  1827  and  only  six  of  the  fourteen  chartered  in 
1828,  went  into  operation,  and  of  these  six  two  failed  within  two  years. 

In  August,  1829,  the  Farmers'  Bank  of  Belchertown,  incorporated  in  1825  with  a. 
capital  of  $100,000,  failed  through  gross  mismanagement.  The  Sutton  Bank,  with  a 
capital  of  $100,000,  and  the  Brighton  Bank,  with  a  capital  of  $150,000,  both  incorpo- 
rated in  1828  and  put  in  operation  by  means  of  fraudulent  practices  and  oaths  on  the 
part  of  the  directors,  were  soon  after  found  to  be  in  an  unsafe  condition  and  to  be 
conducted  in  violation  of  nearly  every  provision  of  their  charters.  There  is  reason  to> 
believe  that  a  considerable  number  of  other  banks  were  guilty  of  like  misdoing. 
The  charters  of  these  three  banks  were  repealed  early  in  1830.* 

The  first  comprehensive  law  of  the  State  on  the  subject  of  banking  is  that  of  Feb- 
ruary 28,  1829,  the  provisions  of  which  were  to  govern  every  bank  which  should  there- 
after be  incorporated,  or  whose  capital  should  be  increased  or  charter  extended. 

It  provided  that  no  new  bank  should  go  into  operation  until  fifty  per  cent,  of  the 
capital  had  been  actually  paid  in,  in  gold  and  silver,  which  should  have  been  duly 
examined,  counted,  certified  and  sworn  to,  in  the  same  manner  as  required  by 
the  charters  of  all  the  later  banks.  Loans  to  stockholders  were  prohibited  until 
their  subscriptions  were  fully  paid  in  ;  and  in  no  case  was  a  bank  to  be  permitted 
to  loan  more  than  fifty  per  cent,  of  its  capital  upon  the  pledge  of  its  own  stock. 
The  limit  to  the  amount  of  bills  which  a  bank  might  circulate  was  fixed  at  125- 
percent,  of  the  capital ;  and  the  amount  of  bills  below  $5  which  might  be  issued,  left 
as  before — 25  per  cent,  of  the  capital  stock.  The  total  amount  of  debts  which  a  bank 
might  owe,  exclusive  of  its  deposits,  as  also  the  total  amount  of  debts  due  to  it,  was 
limited  to  twice  the  capital.  In  case  the  debts  due  from  the  bank  should  exceed  the 
limit  fixed,  the  directors  under  whose  administration  the  excess  was  allowed  were  liable 
in  their  private  capacities  for  the  amount  of  the  excess. 

In  case  of  any  loss  or  deficiency  in  the  capital  stock  which  should  arise  from  the 
official  mismanagement  of  the  directors,  the  persons  who  were  stockholders  at  the  time 
of  such  mismanagement  were  liable,  in  their  private  and  individual  capacities,  to  the 
amount  of  the  stock  then  held  by  them  respectively.  And  upon  the  expiration  of  the 
charter  of  banking  corporation  the  stockholders  were  individually  liable  for  the  re- 
demption of  all  its  bills  outstanding  in  the  proportion  to  the  amount  of  stock  which 
they  might  hold.  Both  of  these  provisions,  however,  dated  from  some  of  the  earlier 
charters,  and  were  already  in  force  as  to  most  of  the  banks  then  in  operation. 

One  practice  which  commenced  soon  after  the  Act  of  1829,  which  prohibited  any 
bank  from  issuing  any  "note,  bill,  check,  draft,  facility  or  certificate,  payable  at  a 
future  day  or  bearing  interest,"  was  that  of  issuing  "  deposit  books  "  in  order  to  evade 
this  provision.  At  first  given  only  in  the  case  of  actual  loans  to  the  bank,  for  which 
it  was  allowed  before  1829  to  issue  its  notes  on  interest,  they  came  to  be  extensively 
issued  during  the  pressure  of  1834,  instead  of  money,  in  discounting  paper.  In  that 
year,  however,  the  prohibition  was  so  extended  as  unmistakably  to  cover  cases  of  this 
character.  In  1836  the  law  against  post  notes  was  so  modified  as  to  allow  a  bank  to 
issue  them,  bearing  not  less  than  4£  per  cent,  interest,  to  the  amount  of  25  per  cent,  of 
its  paid  up-capital.    This  permission  was  of  two  years'  duration  only. 

In  October,  1831,  the  charters  of  all  the  banks  except  the  one  already  incorpo- 
rated under  the  new  law  in  1829  were  to  expire.  Sixty-two  of  them,  with  an  aggre- 
gate capital  of  $18,845,000,  were  rechartered,  each  for  a  period  of  twenty  years.  One 
was  not  rechartered,  and  two  of  the  others  decided  to  close  their  concerns  instead  of 
continuing  under  the  new  charters.     Besides  the  old  banks  fifteen  new  banks  were 

♦bailey,  "Banker's  Magazine,"  September,  1876,  p.  210. 
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chartered  in  1831.  The  next  year  there  weie  sixteen  more  added  to  the  list ;  and  \k 
1833,  fourteen.  In  1831  there  was  quite  a  financial  stringency,  and  the  creation  of  banks 
ceased,  only  to  begin  again  in  1S36,  however,  with  renewed  force  *  By  the  end  of 
1836,  in  addition  to  the  62  older  banks  rechartered — 43  of  them  with  increased 
-capitals — 78  new  banks  had  been  authorized. 

"Had  it  been  necessary  to  raise  actual  money  in  the  old-fashioned  way  for  the 
•capital  of  these  newly  chartered  banks,  a  large  proportion  of  them  would  have  been 
unable  to  go  into  operation.  But  with  the  aid  of  invention  and  the  latest  improve- 
ments, the  laising  of  bank  capital  had  ceased  to  be  a  difficult  or  expensive  process.  It 
was  only  necessary  to  secure  a  place  for  the  bank  to  be  kept,  organize  by  the  choice  of 
•directors  and  officers,  borrow  for  one  day  specie  to  the  amount  of  one-half  the  auth- 
orized capital  to  be  examined  and  counted  by  the  commissioners,  who  should  ascertain 
oy  the  oaths  of  a  majority  of  the  directors,  that  such  specie  had  been  paid  in  by  the 
stockholders,  toward  payment  for  their  respective  shares,  and  not  for  any  other  pur- 
pose, and  that  it  was  intended  to  have  it  remain  as  a  part  of  said  capital ;  then,  return 
the  specie  :  take  the  notes  of  the  stockholders  instead,  for  the  amount  of  the  paid-up 
capital,  and  set  the  printing  press  in  motion  turning  out  bank  notes.  With  the  process  of 
raising  bank  capital  thus  simplified  only  five  of  these  seventy-eight  banks  with  a  capi- 
tal of  $2,000,000,  failed  of  getting  under  sail,  It  would  not  be  surprising  if  half  of 
them  commenced  without  any  considerable  stock  of  actual  capital.  Such  a  record  of 
fraud,  perjury,  and  bogus  financing,  is  not  to  be  found  in  any  other  portion  of  the 
history  of  Massachusetts,  before  or  since,  "f 

Such  an  expansion — upon  such  a  foundation — could  not  go  on  indefinitely.  The 
merchants  periodically  complained  of  stringency,  and  the  usury  laws  came  in  for  their 
share  of  denunciation.  But  the  trouble  lay  deeper  than  that.  The  whole  banking 
system  of  the  State,  as  of  the  rest  of  New  England  at  the  same  time,  was  being 
buoyed  up  by  a  speculative  mania  which  had  at  length  to  give  way.  While  circula- 
tion and  deposits  had  in  September,  1836,  more  than  doubled  as  compared  with  1830, 
their  specie  reserves  showed  no  considerable  increase,  and  the  ratio  of  specie  to  de- 
posits and  circulation  was  less  than  ever  before,  being  as  1  to  13.52.  But,  more  sig- 
nificant than  all,  a  large  proportion  of  the  banks  had  gone  into  operation  on  borrowed 
specie  and  fictitious  capital ;  while  hundreds  of  business  enterprises  were  depending 
upon  them  for  support,  which,  upon  the  least  jar  to  their  shaky  foundations  they 
must  refuse. 

In  November,  1836,  the  Nahant  Bank,  at  Lynn,  succumbed,  with  $242, 965  circula- 
tion outstanding  ;  and  a  few  months  later  suspicion  began  to  fasten  upon  several  of  the 
lately  chartered  banks.  In  February,  1837,  a  legislative  committee  appointed  to  in- 
vestigate the  affairs  of  the  Chelsea,  Kilby,  Middling  Interest,  and  Lafayette  Banks, 
reported  them  to  be  sound.  Nevertheless,  one  of  them — the  Chelsea— failed  within 
two  months,  with  $90,722  demand  notes  and  $20,600  post  notes  in  circulation,  and  but 
$36.71  cash  on  hand  ;  and  within  three  years  every  one  of  the  banks  thus  "white 
washed  "  by  the  committee  had  failed. 

The  New  York  banks  having  suspended  specie  payments  May  10,  the  Boston 
banks,  while  deploring  the  necessity,  felt  obliged  to  do  the  same — which  they  did  on 
the  12th.  "  Specie  became  worth  a  premium  of  from  ten  to  thirteen  per  cent.,  and  so 
great  a  scarcity  of  small  change  ensued  that,  to  meet  the  demand,  the  banks,  forbidden 
to  issue  notes  less  than  $1,  issued  fractional  notes  for  $1.25,  $1.50  and  $1.75,  which 
were  eagerly  sought  for." 

It  was  not  until  April,  1838,  that  the  Legislature  passed  an  act-  suspending  till 
January  1,  1839,  the  statute  imposing  a  penalty  of  2  per  cent,  a  month  for  failure  to 
redeem  in  specie.  But  no  bank  could  have  the  benefit  of  this  immunity  if  it  failed  to 
redeem  in  specie  at  all  times  its  notes  below  $5  if  in  Boston,  and  below  $3  if  else- 
where ;  or  if  its  circulation  should  exceed  75  per  cent,  of  its  capital ;  or  which  should 
have  due  to  it,  except  from  other  banks,  a  sum  greater  than  175  per  cent,  of  its  capital 
stock  ;  or  whose  capital  should  not  be  fully  paid  in.  The  act  brought  speedy  relief ; 
and  the  banks  commenced  at  once  the  redemption  of  all  small  bills,  and  by  August  13, 
1838,  resumption  had  become  general  throughout  the  State. 

Meanwhile  bank  failures  had  been  of  frequent  occurrence.  In  July,  1837,  the 
Franklin  and  Lafayette  banks  had  closed  ;  and  in  January,  1838,  came  the  failures  of 
the  Commonwealth,  Middlesex  (at  Cambridge),  American,  Commercial,  Fulton,  Han- 
cock and  Kilby.     Others  followed  at  frequent  intervals  until  1842. 

In  all  during  the  years  1837-1844  "seventeen  banks  had  their  charters  repealed, 
in  most  cases  for  insolvency,  and  fifteen  surrendered  or  forfeited  their  charters,  making 
in  all  thirty-two  banks  which  failed  or  discontinued  in  consequence  of  the  crisis. 
Among  these  thirty-two  banks  were  eleven  of  the  thirty-two  incorporated  in  1836,  six 
of  the  fourteen  incorporated  in  1833,  two  of  the  sixteen  incorporated  in  1832,  and  five 

•*  One  of  the  wild  projects  of  the  period,  which  did  not  go  through,  was  the  proposed  incorporation 
in  1836  of  a  Slate  bank  with  a  capital  of  $10,000,000,  of  which  the  State  was  to  subscribe  one-half,  to  be 
raised  by  means  of  a  4  per  cent.  loan.  The  matter  was  favorably  reported  from  the  Committee  on 
Banks,  but  was  defeated  on  the  third  reading. 
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of  the  fifteen  incorporated  in  1831.  Only  seven  were  incorporated  in  the  years  1824-21 
inclusive,  and  only  one  incorporated  previous  to  I85s4,  and  this  settled  its  affairs  witl 
out  loss  to  the  public  or  its  stockholders.  Out  of  thirty -two  banks  chartered  in  1836 
there  remained  in  1845  only  seventeen,  and  one  of  these  discontinued  in  1851,  though 
-without  loss  to  the  public  or  its  stockholders.  The  astonishing  proportion  of  mor- 
tality among  the  later  creations  is  a  sufficient  commentary  on  the  policy  which  brought 
them  into  being."  * 

Among  these  failures  there  had  been  developed  several  pure  swindling  schemes. 
One  of  these,  for  example,  was  the  Koxbury  Bank,  of  whose  notes  there  were  some 
$50,000  in  the  hands  of  the  public  at  the  time  of  the  failure.  This,  however,  was  the 
-on.y  instance  in  which  the  entire  assets  s-eem  to  have  passed  out  of  the  control  of 
the  bank,  and  the  only  one  in  which  the  note-holders  suffered  materially,  f 

The  crisis  of  1837  had  disclosed  the  necessity  of  having  the  banks  subjected  to 
more  efficient  supervision,  and  early  in  1838  the  appointment  of  three  Bank  Commis- 
sioners was  authorized,  whose  duty  it  was  to  make  annual  examinations  of  all  the 
banks  in  the  State,  as  well  as  special  examinations  as  often  as  deemed  necessary.  This 
board  continued  in  existence  five  years,  when  the  law  ci  eating  it  was  repealed.   - 

It  was  many  years  after  the  experience  of  1837-  9  before  the  banking  interests  of 
Massachusetts  were  fully  recovered  from  the  shaking  up  which  they  had  received,  and 
it  was  not  until  after  1850  that  the  number  of  banks,  or  the  amount  of  capital  em- 
ployed, rose  to  equal  the  figures  of  the  years  1836-7.  Nevertheless,  the  lesson  of 
experience  seemed  to  have  been  learned,  and  the  ensuing  period  was  one  remarkably 
free  from  disturbance  or  loss  by  bank  failures.  In  the  fifteen  years,  1840  to  1855, 
there  had  been  but  two  failures — and  both  of  these  were  cases  in  which  the  notes  were 
paid  in  full 

In  1843  banks  were  prohibited  from  paying  out  over  their  counters  other  notes 
than  their  own. 

The  charters  of  all  the  banks  incorporated  before  1849  were  to  expire  October  1, 
1851,  and  the  prospect  of  their  renewal  led  to  several  amendments  in  the  banking  laws. 
The  most  important  of  these  was  an  act  passed  in  1849,  making  the  stockholders  in  any 
hank,  at  the  time  when  it  stopped  payment,  individually  liable  in  proportion  to  their 
stock  for  the  redemption  of  the  notes  issued  by  such  bank.  Previously  they  had  been 
liable  only  in  case  of  official  mismanagement,  or  upon  the  expiration  of  their  charter. 
Another  very  impoitant  change  was  the  re-establishment  in  1851  of  the  office  of  Bank 
Commissioner,  with  substantially  the  same  powers  and  duties  as  the  former  Board. 
This  Board  continued  in  existence  until  the  State  system  was  superseded  in  1865  by 
the  National  Banking  system. 

An  effort  was  also  made  to  establish  a  system  of  free  banking  similar  to  that 
-which  had  been  in  operation  in  New  York  since  1838.  This  was  done  by  the  act  of 
May  24,  1851,  which  authorized  any  number  of  persons,  not  less  than  fifty,  to  become 
a  body  corporate  to  carry  on  the  business  of  banking,  with  a  capital  of  not  less  than 
$100,000,  nor  more  than  $1,000,000,  one-half  to  be  paid  in  before  commencing,  and 
the  balance  within  one  year  thereafter.  Upon  the  deposit  by  such  a  corporation  with 
the  Auditor  of  the  State,  at  a  rate  not  above  either  its  par  or  its  market  value,  the 
public  stock  of  any  New  England  State,  or  of  the  State  of  New  York,  or  the  United 
States,  or  of  any  city  or  town  of  Massachusetts,  amounting  in  the  aggregate  to  not 
less  than  $50,000  nor  more  than  25  per  cent,  beyond  the  capital  of  the  bank,  it  was  en- 
titled to  receive  an  equal  amount  of  circulating  notes  prepared  in  blank  and  counter- 
signed by  the  auditor,  which  notes,  when  executed  and  signed  by  the  proper  officers  of 
the  bank,  might  be  put  in  circulation.  These  stocks  were  to  be  held  in  trust  by  the 
State  officials,  and  in  case  of  failure  of  the  bank  to  redeem  its  notes  on  demand  they 
were  to  be  sold  and  the  proceeds  used  for  that  purpose.  In  most  other  respects  the 
fcanks  to  be  organized  under  the  general  law  were  to  be  subject  to  the  same  provisions 
iis  Ihe  chartered  banks.  An  act  in  1852  reduced  the  number  of  persons  necessary  to 
form  a  corporation  to  ten,  limited  the  circulation  to  the  amount  of  the  capital,  and 
exempted  from  taxation  the  securities  transferred  to  the  auditor,  to  the  extent  of  three- 
fourths  of  the  capital. 

But  all  in  vain.  Banks  would  not  organize  under  the  general  law  if  it  were  pos- 
sible to  avoid  it.  So  long  as  the  Legislature  would  grant  petitions  for  additional 
special  bank  charters,  persons  desiring  to  engage  in  banking  would  invariably  take 
that  course;  but  when  that  became  impossible,  resort  was  had  to  the  employment  of 
■additional  capital  in  some  of  the  existing  banks,  as  the  Legislature  often  granted  peti- 

*D.  F.  Bailey,  in  Bankers'  Magazine,  October,  1876. 

+  M  The  whole  public  Ions,  then,  from  bank  failures  which  i a  ascertained,  or  which  can  be  esti- 
mated in  numbers  since  the  organization  of  this  Board,  is  from  the  fraudulent  issues  of  the  Roxbury 
Bank,  made  before  its  condition  could  be  ascertained.  Of  course  tbis  statement  does  not  embrace  the 
Josses  of  stockholders,  whose  special  interests  are,  as  stated,  beyond  the  control  of  the  commissioners." 
—Report  of  Bank  Commissioners,  1845.  . 

>  In  this  estimate,  however,  no  account  is  taken  of  the  immediate  loss  to  the  holders  of  notes  which 
were  subsequently  redeemed  in  full.  As  to  this  factor  the  Bank  Commissioners,  in  185^,  remark : 
•*  Judging  from  past  experience,  a  loss  of  50  per  cent,  to  most  of  the  holders  of  the  bills  at  the  time 
would  have  been  a  favorable  result,  under  the  usual  circumstances  of  the  failure  of  a  bank,  though  the 
bills  may  be  ultimately  paid  in  full." 
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tions  for  increase  of  capital  when  new  charters  would  he  refused.  As  a  result,  it  was 
not  until  1858  that  the  fiist  hank  took  advantage  of  the  act,  and  there  were  never  more 
than  seven  banks  incorporated  under  it— and  these  seven  mainly  hanks  of  the  City  of 
Boston,  to  which  the  matter  of  circulation  was  relatively  of  small  importance  as  com- 
pared with  the  volume  of  business  transacted.* 

During  the  years  1850-7  the  bank  mania  raged  with  only  less  violence  than  during- 
the  few  years  preceding  1837.  Fifty-eight  new  banks,  with  a  capital  of  $14,400,000, 
were  chartered,  aud  157  increases  in  existing  capital  were  authorized,  aggregating- 
$18,745,000.  The  committee  in  1856  reported  against  granting  any  more  charters,  an& 
called  attention  to  the  fact  that  the  excess  of  bank  capital,  instead  of  tending  to  make 
money  plenty,  had  encouraged  speculation  and  advanced  prices,  while  leaving  the  rate* 
of  interest  unusually  high.  Another  warning  was  the  failure  of  the  Cochituate  Bank 
in  1854 — the  only  serious  failure  since  about  1840.  But,  serious  as  it  was,  the  Commis- 
sioners reported  that  the  public  would  probably  lose  nothing,  the  note  holders  certainly- 
being  fully  protected  through  their  remedy  at  law  against  the  stockholders.  In. 
November,  1855,  the  Grocers'  Bank,  in  Boston,  was  also  found  to  be  insolvent.  The 
provisions  for  securing  publicity  in  regard  to  the  conditions  of  the  banks  were  better 
than  ever  before,  the  law  of  1854  having  required  weekly  returns  from  the  banks  in 
Boston,  and  monthly  from  all  other  banks  in  the  State. 

Early  in  1857  the  banks,  both  in  Boston  and  elsewhere,  appeared  to  be  laboring- 
under  an  undue  expansion,  the  ratio  of  specie  to  circulation  and  deposits  being  in 
Boston  as  1  to  6.24,  and  elsewhere  as  1  to  21.09.  In  the  months  of  August  and  Sep- 
tember the  crisis  struck  them,  and  instead  of  being  in  a  position  to  extend  accommoda- 
tion, they  were  obliged  to  contract  their  loans  and  circulation  very  suddenly.  The 
circulation  of  the  country  banks  was  reduced  from  $14,023,092  on  the  3d  of  October, 
1857,  to  $9,580,773  on  the  2d  of  January  following.  During  the  most  of  this  period 
the  banks  were  acting  under  suspension  of  specie  payments.  In  spite  of  the  force 
of  the  panic,  and  the  fact  that  business  failures  were  far  more  numerous  and  serious 
than  ever  before,  only  one  bank  failed. 

The  bank  capital  steadily  increased,  reaching  its  maximum  in  1862  of  $67,544,200, 
divided  among  138  banks — ten  more  than  in  October,  1857.  They  were  in  a  position 
of  great  strength  when  the  political  disturbances  of  1861  began  to  derange  the  finances 
of  the  country.  Though  compelled,  in  common  with  the  banks  in  other  sections, 
to  suspend  specie  payments  in  December,  1861,  there  were  no  insolvents  among- 
them. 

^  After  the  passage  of  the  National  Banking  Law  the  Legislature  passed  an  act  to- 
facilitate  the  transformation  of  State  into  National  banks.  So  rapidly  did  this  progress, 
that  by  October,  1865,  only  one  bank  remained  doing  business  under  a  State  charter. 


Statistics  of  Banks  of  Massachusetts, 


Years. 

No.  op 
Banks. 

Capital 
Stock. 

Circula- 
tion. 

Deposits. 

Loans  and 
Discounts. 

Specie. 

Notes  op 
other 
Banks. 

1803 

7 

$2,225,262 

$1,565,189 

$1,522,271 

$3,857,491 

$1,079,928 

$447,158= 

1804 

13 

5,012,817 

1,695,301 

1,122,119 

6,054,574 

977,902 

241,485 

1805 

16 

5,460,001) 

1,553,824 

1,021,229 

6,298,181 

847,998 

341,811 

1806 

15 

5,485,000 

1,613,684 

2,036,490 

7,058,166 

959,394 

535,772- 

1807 

16 

5,560,000 

1,481,777 

1,713,968 

6,890,128 

714,783 

629,061 

1808 

16 

5,960,000 

1,038,042 

2,548,717 

7,432,700 

1,015,843 

494,742 

1809 

16 

5,960,000 

1,334,948 

2,314,788 

7,797,523 

821,942 

492,973- 

1810 

15 

6,685,000 

2,098,491 

2,461,877 

8,979,338 

1,347,722 

198,047 

1811 

15 

6,685,000 

2,355,571 

3,385,721 

10,102,574 

1,513,000 

327,265 

1812 

16 

7,960,000 

2,162,358 

4.734,526 

10,258,705 

3,681,696 

285,106- 

1813 

16 

8,895,000 

2,186,137 

6,903,593 

10,234,409 

5,780,798 

384,597 

1814 

21 

11,050,000 

2,922,611 

9,201,718 

13,454,290 

6,946,542 

682,483- 

1815 

25 

11,462,000 

2,740,511 

4,057,394 

13,735,101 

3,464,241 

416,788 

1816 

25 

11,475,000 

2,134,690 

2,133,278 

13,706,802 

1,260,210 

556,172 

1817 

26 

9,298,050 

2,495,260 

3,520,793 

12,647,088 

1,577,453 

718,878 

1818 

27 

9,749,275 

2,680,477 

2,905,797 

12,583,649 

1,129,598 

1,126,315 

1819 

28 

10,374,750 

2,464,057 

2,574,346 

12,981,848 

1,198,889 

872,186 

1820 

28 

10,600,000 

2,614,734 

3,176,003 

13,529,660 

1,280,852 

873,681 

1821 

28 

9,800,000 

3,010,762 

5,448.608 

13,020,118 

3,048,829 

745,552 

1822 

33 

10,821,125 

3,132,552 

3,235,828 

14,571.020 

946,266 

858,286 

1823 

34 

11,650,000 

3,128,986 

3,122,058 

15,638,247 

1,033,375 

721,292 

1824 

87 

12,857,350 

3,842,641 

5,238,644 

17,401,616 

1,939,842 

1,036,250 

1825 

41 

14,535.000 

4,091,411 

2,715,375 

21,973,961 

1,038,986 

659,228 

1826.  ... 

55 

16,649,996 

4,549,814 

2,638,735 

23,617,660 

1,323,820 

1,011,790- 

*  They  were  : 

Bank  of  Metropolis,  Boston. 
Safety  Fund  Bank,  "    , 

Revere  Bank,  "    . 

Bank  of  the  Republic,  "  . 
Mount  Vernon  Bank,  "  . 
Continental  Bank,  "    . 

Harvard  Bank,  Cambridge. 


October,  1858 $200,000 

February,  1859 1,000,000 

May,  1859 1000,000 

February,  1860    1,000,000 

November,  1860 200,000 

1860 300,000 

March,  1861 200,000 
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|  Years. 

No.  op 
Banks. 

Capital 
Stock. 

Circula- 
tion. 

Deposits. 

Loans  and 
Discounts. 

Specie. 

Notes  op 
other 
Banks. 

1827 

60 

$18,269,750 

$4,936,442 

$2,991,883 

$24,271,031 

$1,466,261 

$1,086,793 

1828 

61 

19,337,800 

4,884,538 

2,063,072 

27,073,978 

1,144,645 

1,046,750 

1829 

66 

20,420,000 

4,747,784 

2,545,233 

28,590,896 

987,210 

1,236,178 

1830 

63 

19,295,000 

5,124,090 

8,574,947 

27,987.234 

1,258,444 

1,393,855 

1831 

70 

21,439,800 

7,739,317 

4,401,965 

36,040,760 

919,959 

1,375,173 

m> 

83 

24,520,200 

7,122,850 

2,938,970 

38,889,727 

902,205 

1,201,930 

1833 

102 

28,236,250 

7,889,110 

3,716,182 

45,261,008 

922,309 

1,796,361 

1834 

103 

29,409,450 

7,650,147 

13,308,059 

47,200,477 

1,160,296 

1,952,417 

•1835 

105 

30,410,000 

9,430,358 

12,921,701 

48,342,020 

1,136,444 

2,097,798 

1836.   ... 

117 

34,478,110 

10,892,249 

8,784,516 

56,643,172 

1,455,230 

3,428,853 

J837 

129 

38,280,000 

10,273,119 

14,059,449 

58,414,182 

1,517,984 

2,988,617 

1838 

120 

34,630,000 

9,400,513 

9,621,217 

48,206,809 

2,394,624 

2,359,387 

1839 

118 

34,485,600 

7,875,322 

6,728,717 

44,967,749 

1,838,272 

1,552,070 

1840 

115 

33,750,000 

9,112,882 

8,636,923 

46,513,685 

2,991,804 

2,121,783 

1841 

114 

33,360,000 

9,509,112 

7,144,899 

47,553,960 

3,111,837 

2,314,436 

1842 

111 

32,631,060 

8,049,906 

6,130,164 

44,610,391 

2,682,309 

1,883,007 

1843 

103 

31,089,800 

9,219,267 

10,213,887 

42,993,291 

7,298,815 

1,991,842 

1844 

103 

30,020,000 

12,183,158 

12,234,304 

48,770,975 

4,587,140 

2,393,376 

1845 

104 

30,970,000 

14,339,686 

11,668,133 

52,648,729 

3,357,904 

3,010,113 

1846 

105 

31,160,000 

14,591,914 

9,459.375 

51,326,114 

3,054,755 

2,854,754 

1847 

109 

32,113,150 

17,196,362 

10,265,555 

57,260,938 

3,943,973 

3,263,463 

1848 

118 

32,985,000 

13,196,029 

8,094,970 

53,110,100 

2,578,030 

2,336,817 

1849 

119 

34,630,011 

15,700,935 

10,621,733 

56,599,310 

2,749,917 

3,737,151 

1851 

126 

36,925,050 

17,005,826 

11,178,827 

63,a30,024 

2,993,178 

4,048,521 

1851 

131 

38,265,000 

19,694,698 

13,839,903 

66,341,109 

2,478,858 

6,235,787 

1852 

137 

43,270,500 

21,172,360 

15,067,204 

77,172,079 

8,563,782 

5,346,162 

1853 

143 

49,050,175 

25,620,472 

19,007,651 

87,187,177 

3,731,765 

7,340,461 

1854 

153 

54,492,660 

24,803,758 

19,346,595 

93,341,953 

3,823,403 

5,325,595 

1855 

169 

58,632,350 

23,116,025 

21,973,260 

99,506,712 

4,409,402 

4,547,710 

1856 

172 

58,598,800 

26,544,315 

24,369,126 

101,132,792 

4,555,571 

5,248,380 

1857 

173 

60,319,720 

18,104,827 

17,631,190 

92,458,572 

3,611,097 

4,385,650 

1858 

174 

61,819,825 

20,839,438 

32,076,006 

104,423,472 

11,112,716 

4,933,428 

1859 

176 

64,519,200 

22,086,921 

29,249,038 

109,435,512 

7,532,647 

5,183,459 

1860 

178 

66,482,050 

25,012,745 

30,246,523 

119,164,434 

6,567,883 

5,763,676 

1861 

183 

67,344,200 

19,517,306 

33,956,711 

111,038,828 

8,777,193 

4,050,939 

1862 

183 

67,544,200 

28,957,630 

44,737,490 

127,592,511 

9,595,530 

9,355,035 

RHODE  ISLAND  BANK  CURRENCY. 

After  the  Colonial  so  called  ' '  banks  "  noted  at  page  2  above,  the  real  history  of 
"banking  in  Rhode  Island  commences  wifh  the  incorporation  of  the  Providence  Bank  in 
1791.  There  were  at  this  time  only  four  other  banks  in  existence  in  the  United  States 
— one  in  each  of  the  States  Pennsylvania,  New  York,  Massachusetts  and  Maryland. 
The  preamble  of  the  charter  of  the  Providence  Bank  recites  that  "  Whereas 
the  president  and  directors  of  the  bank  established  at  Providence  on  the 
third  day  of  October  last  have  petitioned  this  General  Assembly  for  an  act 
to  incoiporate  the  stockholders  of  said  bank ;  and  whereas  well-regulated 
banks  have  proved  very  beneficial  in  several  of  the  United  States,  as  well  as  in 
Europe,"  the  petition  is  granted  and  the  bank  duly  incorporated.  Of  the 
authorized  capital  of  $250,000,  $50,000  was  reserved  for  a  subscription  by  the 
United  States  and  $20,000  for  a  subscription  by  the  State  of  Rhode  Island,  should  they 
choose  to  subscribe.  Neither  the  State  nor  the  United  States  did  so,  however,  and  the 
subscriptions  of  private  individuals  were  shortly  afterward  increased  to  $400,000. 

Nothing  is  said  in  the  charter  as  to  the  issue  of  notes,  or  as  to  any  limitation  either 
upon  the  circulation  or  the  debts  of  the  bank.  Evidently  it  was  not  anticipated  that 
ihe  bank  would  or  could  issue  so  many  notes  as  to  injure  the  currency  of  the  State,  or 
that  the  public  was  liable  to  suffer  any  loss  at  the  hands  of  the  bank.  The  liability  of 
the  stockholders  was  limited  as  follows  :  "  No  stockholder  or  member  of  said  corpora- 
tion shall  be  answerable  for  any  losses,  deficiencies  or  failure  of  the  capital  stock  of  the 
said  corporation  for  any  more  or  larger  sum  or  sums  of  money  whatsoever  than  the 
amount  of  the  stock,  stocks  or  shares  which  shall  appear  by  the  books  of  the  said  cor- 
poration to  belong  to  him  at  the  time  or  times  when  such  loss  or  losses  shall  be  sus- 
tained." 

But  the  provision  in  the  charter  which  was  perhaps  of  most  importance  in  shaping 
the  future  history  of  banking  in  Rhode  Island  was  that  prescribing  certain  very  extra- 
ordinary powers,  which  afterward  came  to  be  termed  the  "bank  process."  These 
provisions  were  contained  in  a  most  elaborate  section,  and  are  to  the  effect  that  in  case 
any  person  indebted  upon  any  note  or  other  instrument  expressly  made  negotiable  or 
payable  at  the  bank  should  fail  to  make  payment  at  the  time  specified,  the  president  or 
certain  of  the  directors  were  to  cause  a  demand  to  be  made  in  writing  upon  the  delin- 
quent debtor ;  and  in  case  the  obligation  remained  unpaid  for  ten  days,  these  same 
officers  could  k*  write  to  either  of  the  Clerks  of  the  Courts  of  Common  Pleas  or  of  the 
Superior  Court  and  order  said  clerk  to  issue  a  writ  of  execution  capiat  satisfaciendum 
fieri  facias,  and  attachment  of  real  estate  upon  which  the  debt  and  costs  may  be 
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levied  ; "  whereupon  the  Clerk  was  required  to  issue  such  an  execution,  to  be  served 
by  any  Sheriff  or  deputy  ;  "  all  of  which  shall  be  as  valid  and  effectual  in  law  as  if 
the  same  had  issued  on  judgment  regularly  obtained  according  to  the  common  and 
ordinary  course  of  proceedings." 

In  1795,  four  years  after  the  Providence  Bank  was  started,  a  second  bank — the 
Bank  of  Rhode  Island — was  incorporated,  with  a  capital  of  $100,000.  Its  charter  was 
practically  the  same  as  that  of  its  predecessor,  except  that  it  gave  even  more  arbitrary 
power  in  the  matter  of  obtaining  executions  against  the  estates  of  debtors.  The  ten 
days  of  grace  allowed  by  the  charter  of  the  Providence  Bank  were  here  omitted,  and  a 
simple  protest  before  a  notary  public  substituted  for  a  demand  in  writing  made  of  the 
debtor  himself.  Each  bank  thereafter  chartered  was  given  at  least  as  much  in  the 
way  of  this  extraordinary  power,  and  the  most  of  them  were  given  more.  For  the 
charters  granted  in  1803  and  later  required  neither  demand  in  writing  nor  protest.  It 
was  sufficient  that  upon  the  failure  of  a  debtor  to  meet  his  note  when  due,  the  officers 
of  the  bank  should  forthwith  order  the  Clerk  of  one  of  the  courts  to  proceed  to  issue 
the  execution  ;  and  there  is  nothing  left  for  the  latter  to  do  except  to  issue  it  as 
directed.  This  was  the  form  in  which  the  "  bank  process  "  was  incorporated  in  every 
bank  charter  granted  from  1803  to  1818  ;  and  this  was  the  extraordinary  legislation 
which  gave  to  the  banks  of  Rhode  Island  so  great  an  advantage  over  all  other  creditors 
in  respect  to  the  manner  in  which  they  were  permitted  to  collect  their  debts,  and  un- 
doubtedly contributed  much  both  to  attract  capital  into  banking  and  to  increase  the 
power  of  the  banking  interests  of  the  State. 

By  1817  the  opposition  to  the  "bank  process,"  which  had  been  growing  from 
year  to  year,  resulted  in  the  appointment  of  a  legislative  committee  to  consider  the 
conditions  and  suggest  a  remedy.  But  even  before  this  committee  was  ready  to  report, 
in  February,  1818,  the  Legislature  chartered  ten  new  banks,  to  each  of  which  were 
given  the  very  powers  to  which  opposition  was  then  being  made.  This  was  followed, 
however,  almost  immediately  by  an  act  forbidding  the  further  granting  of  such  char- 
ters, but  not  disturbing  the  powers  of  those  already  granted.  The  "  Dartmouth  Col- 
lege "  case,  then  in  the  courts,  and  decided  in  1819,  holdingin  effect  that  the  grantor  of  a 
charter  could  not  change  the  terms  of  the  grant  except  with  the  consent  of  the  grantee, 
doubtless  did  much  to  continue  to  the  banks  to  which  these  powers  had  been  given  the 
full  enjoyment  of  them  long  after  public  sentiment  would  otherwise  have  sustained, 
and  even  demanded  their  prompt  and  summary  curtailment.  It  was  not  until  1836 
that,  headed  by  Thomas  W.  Dorr — afterwards  the  leader  in  "Dorr's  rebellion"— the 
Legislature  passed  an  act  limiting  the  banks  thereafter  to  the  same  remedies  for  the'col- 
lection  of  debts  as  were  possessed  by  individuals.  There  were  at  that  time  sixty-one 
banks  in  the  State,  of  which  thirty  possessed  the  powrers  known  as  the  "  bank  pro- 
cess." 

I  have  noted  that  in  1795  the  second  bank  was  incorporated.  It  was  not  until 
1800  that  this  was  followed  by  another ;  but  from  that  time  on  bank  charters  were 
granted  at  frequent  intervals.  By  the  close  of  1805  there  were  already  thirteen  in 
existence,  with  a  capital  of  nearly  $1,500,000.* 

All  of  the  banks  seem  to  have  been  wholly  unrestricted  in  their  issue  of  notes, 
which,  however,  were  protected  by  most  strict  State  laws  against  counterfeiting.  And 
an  attempt  was  made  to  guard  against  embezzlement  or  fraud  on  the  part  of  the  offi- 
cers by  not  only  requiring  them  to  give  large  bonds,  but  requiring  that  three  of  the 
Directors,  usually  selected  from  the  Board  by  rotation,  should  monthly  make  a  careful 
inspection  of  the  bank,  and  at  least  once  a  week  inspect  the  more  important  details, 
such  as  amount  of  cash  held,  notes  in  circulation  and  the  general  balance  sheet. 

Nevertheless,  collusion  and  fraud  were  not  rendered  impossible.  The  case  of  the 
Farmers'  Exchange  Bank  of  Gloucester  was  by  far  the  worst  of  any,  being  the  only 
failure  prior  to  1829,  and  indeed  the  only  instance  in  early  years  in  which  the  mis- 
management was  such  as  to  affect  the  public  at  large.  Its  capital  was  $100,000,  of 
which  only  $19,141.86  was  ever  paid  in,  and  of  this  the  Directors  withdrew 
the  portion  that  they  had  paid  in,  leaving  only  $3,081.11.  One  of  the  directors 
who  seemed  to  have  a  genius  for  finance,  bought  out  eleven  of  the  directors  for 
$1,300  each,  paid  out  of  the  bank  funds.  He  then  borrowed  of  the  bank  $760,265, 
giving  his  notes  therefor,  to  be  paid  whenever  the  holders  of  a  majority  of  the  stock 
should  demand  payment ;  and  with  an  express  provision  that  as  he  himself  was  the 
holder  of  the  majority  of  the  stock,  he  should  determine  when  the  notes  were  to  be 
paid.  The  bank  failed  in  1809,  at  which  time  its  only  available  assets  were  $86.46  in 
specie  ;  while  the  bills  in  circulation  were  estimated  to  amount  to  $580,000. 

*One  of  the<?e  was  the  Rhode  Island  Union  Bank,  chartered  in  1804,  the  promoters  of  which  set 
forth  that  "the  advantages  accruing  to  the  mercantile  i  terest  f rom  the  institution  of  well  regulated 
banks  have  been  so  uniformly  felt  throughout  the  United  States  that  they  need  no  comment.  It  is  pie- 
jeumed  that  a  bank  in  which  the  mercantile  and  agricultural  interests  should  be  united  would  be  pro- 
ductive of  themost  beneficial  advantages  to  a  State  like  ours,  where  those  interests  are  so  blended  and 
dependent  on  each  other.  In  the  establishment  of  banks  heretofore  the  interest  of  the  farmer  has  not 
been  sufficiently  consulted,  and  the  pledge  of  his  real  estate,  the  best  security  in  his  power  to  give,  js 
not  acce  ted.  Impressed  witn  these  considerations,  we,  the  subscribers,  in  order  to  further  and  pro- 
mote those  interests,  do  agree  to  establish  a  bank  in  the  county  of  Newport,  to  be  called  the  Rhode 
Island  Union  Bank." 
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In  1809,  perhaps  owing  to  the  recent  experience  with  the  Farmers'  Exchange 
Bank,  a  feeling  that  the  security  of  the  public  demanded  more  accurate  knowledge  of 
the  financial  condition  of  the  banking  institutions  upon  which  they  had  so  greatly  to 
rely,  found  expression  in  a  legislative  demand  for  regular  reports  ;  and  from  this  time 
on  the  bank  statements  were  regularly  made  and  published. 

In  1820,  for  the  first  time,  the  circulation  of  each  bank  was  limited  to  the  amount 
of  its  capital  stock  actually  paid  in.  under  penalty  of  forfeiture  of  charter  and  a  fine  of 
$1,000  for  violation.  To  the  most  of  the  banks,  however,  this  limitation  was  not  such  as 
oould  be  considered  a  serious  restriction,  inasmuch  as  their  circulation  had  for  years 
fallen  within  the  limit. 

The  first  charter  granted  after  the  large  batch  already  mentioned  as  granted  in 
1818  was  that  incorporating  the  Hope  Bank  in  Warren,  June,  1822.  In  addition  to 
the  omission  of  the  ''bank  process",  its  charter  differed  from  those  of  the  other 
banks  in  limiting  the  liability  of  the  stockholders  to  the  amount  of  the  stock  owned  by 
them  only  in  case  none  of  the  directors  had  violated  the  provisions  of  the  laws  relating 
to  banks. 

By  1826  there  were  44  banks  in  the  State,  with  an  authorized  capital  of  $10,350,000, 
the  capital  actually  paid  in  being  somewhat  less.  This  excessive  development  of 
banking  in  Rhode  Island,  as  compared  with  other  States,  has  been  attributed — and 
undoubtedly  very  properly — to  the  combination  of  several  factors.  One  was  that 
already  referred  to  above  at  some  length — the  "  bank  process  " — with  its  very  extra- 
ordinary advantages  to  banks  in  the  collection  of  debts.  Another  was  the  fact  that  in 
Rhode  Island,  unlike  most  other  States  of  that  period,  no  bonus  was  required  to  be 
paid  to  the  State  as  consideration  for  the  grant  of  a  charter  ;  and  a  third  cause  which 
may  have  contributed  to  the  same  end  is  found  in  the  freedom  from  taxation.  Other 
States — notably  so  in  the  case  of  Massachusetts — imposed  heavy  taxes  upon  bank 
capital,  profits,  or  dividends. 

In  1829  came  a  great  financial  collapse  in  the  manufacturing  industries  of  New 
England  which  seriously  affected  many  of  the  banks,  and  led  to  the  failure  of  one — 
the  Farmers  and  Mechanics'  Bank  of  Paw  tucket.  In  this  case — the  only  instance  of 
failure  since  the  Farmers'  Exchange  in  1809— the  noteholders  were  fully  protected. 

April  3,  1832,  the  Burrillville  Bank  failed,  with  a  circulation  outstanding  of 
$49,000.  It  was  redeemed  in  full ;  but  there  was,  of  course,  a  depreciation  at  the  time 
owing  to  the  uncertainty  of  even  ultimate  payment ;  and  the  loss  of  several  years' 
interest  to  those  holders  of  notes  who  did  not  then  dispose  of  them  at  such  prices  as 
they  would  bring  amounted  to  considerable. 

Attention  has  been  called  above  to  the  fact  that  the  earlier  charters  had  limited 
the  liability  of  the  stockholders  to  the  amount  of  the  respective  shares  of  stock  held 
by  them,  and  that  the  charters  granted  after  1818,  in  addition  to  this  limited  liability, 
imposed  a  general  individual  liability  of  the  stockholders  in  every  case  where  the 
directors  had  violated  the  provisions  of  the  banking  laws.  The  charters  granted  a  few 
years  later — for  example,  those  of  1828— also  required  that  before  resort  could  be  had 
to  the  estates  of  individual  stockholders  the  corporation  should  be  first  sued  and 
the  corporate  property  exhausted.  From  this  point  it  was  but  a  single  step  to 
absolute  unlimited  liability  of  stockholders — which  was  imposed  in  the  charters 
of  1833  and  most  of  the  later  ones,  "provided  that  the  corporation  be  first  sued,  and  the 
corporate  property  be  first  exhausted  in  the  payment  of  the  debts  of  the  corporation." 

In  1836  an  additional  act  relating  to  banks  was  passed  in  accordance  with  which 
no  bank  could  be  incorporated  with  a  less  capital  than  $50,000  ;  and  requiring  that  at 
least  one-half  the  capital  should  be  paid  in  before  business  was  commenced,  and  the 
remainder  within  six  months  thereafter.  This  act  also  provided  for  the  appointment 
of  Bank  Commissioners  to  examine  and  receive  the  reports  of  the  several  banks  in  the 
State  and  report  their  condition  to  the  General  Assembly.  This  office  was  abolished 
in  1842  and  not  again  created  until  1857.  In  the  interval  the  banks  were  required  to 
make  regular  semi-annual  reports  to  designated  State  officials,  and  the  Governor  was 
authorized  to  appoint  a  special  commission  to  examine  into  the  affairs  of  any  bank 
should  occasion  demand.  At  this  time,  however,  it  had  not  been  deemed  necessary  to 
have  the  date  of  the  report  unexpectedly  determined  ;  as  a  result  banks  were  "fixed  " 
for  the  regular  annual  or  semi-annual  examinations.  For  example,  at  the  annual 
examination  in  October,  1835,  forty-four  banks,  with  a  circulation  of  $1,160,788,  had 
in  their  vaults  $486,574.  Three  months  later,  with  an  unexpected  examination,  these 
same  banks,  with  a  circulation  of  $1,294,292,  were  found  to  have  only  $197,550  in 
specie. 

The  banks  of  Rhode  Island,  like  those  of  Massachusetts,  passed  through  the 
earlier  panics  without  resorting  to  the  suspension  of  specie  payments  ;  but  in  1837 
they  found  it  necessary.  But  during  the  period  of  suspension  they  were  not  given  the 
opportunity,  even  had  they  had  the  inclination,  to  extend  their  circulation.  The 
Legislature  passed  an  act  restricting  their  notes  to  the  normal  issues  during  payment  of 
specie,  and  required  weekly  reports  of  their  condition  with  special  relation  to  note 
circulation.  It  was  also  recommended  by  the  Legislature  that  an  arrangement  be 
entered  into  for  each  bank  to  receive  its  bills  that  may  have  been  collected  by  any  other 


264 


NEW  ENGLAND  jJANK  CURRENCY. 


bank,  exchanging  them  weekly  or  oftener,  paying  interest  upon  the  balance.  And 
throughout  the  continuance  of  suspension  each  bank  was  obliged  to  receive  on  deposit 
and  pay  interest  at  the  rate  of  5  per  cent. — afterward  increased  to  6  per  cent. — any  of 
its  own  notes. 

In  October,  1837,  at  the  same  time  that  the  amount  of  loans  and  discounts  which 
might  be  made  was  strictly  limited,  the  amount  of  circulation  in  proportion  to  capital  was 
limited  as  follows  :  Banks  with  less  than  $50,000  capital  to  75  per  cent,  of  the  capital ; 
from  $50,000  to  $120,000,  65  per  cent. ;  from  $120,000  to  $200,000,  40  per  cent. ;  from 
$200,000  to  $300,000,  30  per  cent.  ;  from  $300,000  to  $400,000,  25  per  cent. ;  from 
$400,000  to  $500,000,  20  per  cent.     In  1859  the  limit  was  fixed  at  65  per  cent,  for  all. 

The  crises  of  1837  and  1839  dealt  lightly  with  Rhode  Island  banks,  none  being  so- 
embarrassed  as  either  to  interfere  with  the  prosecution  of  their  business  or  greatly  to 
affect  their  profits.  The  only  cases  of  failure  were  the  Scituate,  which  failed  before 
the  panic,  in  1836,  and  had  arranged  for  the  redemption  of  all  its  circulation  before 
the  general  suspension  of  specie  payments,  and  which  was  afterward  reopened  ;  and 
the  Rhode  Island  Agricultural  Bank,  which  failed  in  1843.* 

The  panic  of  1857  found  the  bankiag  interests  of  the  State  active  and  prosperous, 
the  banks  having  largely  increased  in  number  and  capital  during  the  previous  four  or 
five  years.  The  number,  however,  through  failure  and  voluntary  liquidation,  was  re- 
duced from  98  in  1857  to  93  in  1858  and  to  90  in  1859.  The  safeguards  of  the  legisla- 
tion which  had  by  this  time  developed  were  sufficient  in  general  to  secure  note- 
holders against  loss. 

The  table  which  follows  will  throw  much  light  upon  the  whole  history  of  banking 
in  the  State  and  will  repay  careful  study. 


Statistics  op  Banks  op  Rhode  Island. 


Years. 

No.  or 
Banks. 

Capital 
Stock. 

Circulation. 

Deposits. 

Loans  and 
Discounts. 

Specie. 

Notes  op 
Other 
Banks. 

1809 

13 

$1,395,000 

$435,850 

$488,112 

$2,037,070 

$410,313 

$78,997 

1810 

13 

542,509 

455,961 

2,256,208 

394,480 

142,656 

1811 

13 

460,255 
541,361 
769,922 

1  465,140 
•     646,576 

1,092,260 
636,016 
320,759 
283,017 

2,330,088 
2,362,283 
2,587,269 
2,886,513 
2,566,211 
2,152,050 

343,573 
477,391 
534,042 
431,865 
358,167 
251,658 

111,738 
126,415 
245,274 

1812 

13 

1813...   . 

13 

1814.... 

14 

549,405 
576,496 
536,852 

44,666 

1815 

16 

77,094 

1816 

16 

114,855 

1828 

47 

6,151, 912 

887,969 

1,000,595 

7,508,993 

357,612 

163,881 

1829 

47 

6,098,307 

675,305 

808,787 

6.909,611 

342,165 

122,125 

1880 

46 

6,065.200 

929,490 

946,159 

7,021,623 

365,735 

187,765 

1882 

49 

7,112,683 

1,208,044 

1,159,508 

8,550,693 

354,680 

230,380 

1833 

51 

7,488,848 

1,264,394 

1,453,358 

9.191,845 

403,697 

273,934 

1834 

58 

8,041,132 

1,251,435 

2,273,237 

9,607,285 

467,407 

261,109 

1835 

61 

8,750,581 

1,644,289 

1,699,089 

11,085,543 

566,416 

379,618 

1837 

62 

9,837,171 

1,864,132 

2,113,270 

13,401,344 

243,482 

430,420 

1838 

62 

9,852,353 

2,154,524 

1,395,466 

12,612,721 

474,278 

447,807 

1839 

62    5 

9,868,773 

1,886,108 

1,554,905 

12,895,325 

462,002 

342,409 

1840 

62     ' 

9,880,500 

1,719,230 

818,470 

12,561,215 

537,895 

283,308 

1841 

62 

9,823,558 

1,565,880 

1,455,682 

12,194,485 

327,206 

318,998 

1842 

62 

10,041,203 

1,666,846 

693,046 

12,562,785 

297,850 

-■  .    277,018 

1843 

62 

11,063,843 

1,415,203 

808,534 

11,779,080 

310,215 

823,995 

1844 

61 

10,133,213 

2,886,570 

1,577,266 

12,621,542 

382*615 

526,350 

1845 

61 

10.244,370 

2,670,306 

1,407,466 

13,714.255 

283,379 

395,425 

1846 

61 

10,665,402 

2,534,309 

1,292,854 

14,151,267 

280,158 

400,315 

1847 

62 

10,803,987 

2,619,154 

1,376,136 

14,558,863 

305,735 

342,461 

1848 

62 

10,037,241 

2,698,495 

1,260,499 

14,501,940 

320,581 

532,936 

1849 

68 

11,161,996 

2,543,444 

1,335,648 

14,684,877 

262,908 

451,364 

1850.... 

63 

11,716,337 

2,553,865 

1,488,596 

15,492,547 

297,661 

537,761 

1851 

69 

9,418,810 

3,076,593 

1,910,018 

17,871,385 

277,715 

626,305 

1852 

71 

14,037,441 

3,322,314 

2,174,883 

18,737,093 

414,970 

72«,03O 

1853 

77 

15,917,429 

4,895,529 

2,238,856 

22,844,911 

359,699 

844,329 

1854 

87 
92 

17,511,162 

5,035,073 

2,772,367 

25,233,204 

812,606 

880,724 

1855 

18,682,802 

5,404,104 

2,914,596 

26,385,458 

385,767 

1,157,251 

1856 

98 

20,275,899 

5,521,909 

3,196,123 

28,679,344 

548,348 

1,281,754 

1857 

93 

20,334,777 

3,192,661 

2,510,108 

25,823,152 

570,850 

860,778 

1858 

93 

20,070,741 

2,644,195 

2,624,226 

24,065,894 

732,622 

755,049 

1859 

90 

20,321,069 

3,318,681 

3,130,475 

25.131,150 

608,833 

802,t;60 

1860 

91 

20,865,569 

8,558,295 

3,553.104 

26,719,877 

450,929 

974,620 

1861 

90 

21,070,619 

3,772,241 

2,986,956 

27,980,865 

471,581 

966,079 

1862 

90 

21,234,529 

3,306,530 

3,742,171 

26,560,718 

606,977 

887,2(4 

1863 

88 

20,890,129 

6,413,404 

5,3'/ 6,414 

30,579,988 

505,270 

1,361,309 
1,920,904 

1864 

21,209,411 

6,921,533 

5,338,586 

30,216,798 

454,844 

1865...  . 

24 

3,558,800 

1,627,900 

1,086,914 

5,698,704 

45,784 

276,328 

*In  the  case  of  this  bank  the  cashier  reported  the  amount  of  circulation  outstanding  at  the  time  of 
the  failure  in  October,  1843,  to  be  only  $4,960  ;  nevertheless,  by  January,  1845,  there  had  been  redeemed. 
by  the  GommiBBionere  appointed  to  close  its  affairs,  the  sum  of  $8,394. 
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CONNECTICUT  STATE  BANK  CURRENCY. 

The  first  bank  established  in  the  State  was  the  Hartford  Bank,  incorporated  in  1792 
with  a  capital  of  $100,000,  which  might  be  increased  at  pleasure  of  the  stockholders 
to  $500,000.  The  State  also  reserved  the  right  to  subscribe  for  forty  shares  at  $400 
each,  it  taken  within  twelve  months — as  they  were  not.  The  charter,  which  was  mod- 
eled after  the  articles  of  association  of  the  Bank  of  New  York,  drafted  by  Alexander 
Hamilton,  limited  the  number  of  shares  which  any  person  or  corporation  might  hold, 
and  further  attempted,  by  the  introduction  of  a  graduated  scale  of  voting,  to  secure 
to  minorities  full  consideration  of  their  interests. 

One  section  enacts  that  "  Said  corporation  shall  not  issue  their  Notes  or  Bills  to  an 
amount  exceeding  in  the  whole,  fifty  per  cent,  over  and  above  the  Capital  Stock  of 
said  Bank,  and  beycnd  the  Amount  of  Money  actually  deposited  for  safe  keeping  in 
said  Bank." 

On  Wednesday,  August  8,  1792,  the  doors  of  the"  bank  were  first  opened  for  busi- 
ness. Its  notes  then  issued  were  in  denominations  varying  from  $1  to  $100  and  all 
in  the  new  decimal  currency  then  just  established  by  the  United  States.  The  bank 
began  business  with  30  per  cent,  of  its  capital  paid  in.* 

"  For  a  time,"  says  Mr.  Woodward  in  his  history  of  the  Hartford  Bank,  "  the  bills 
of  the  bank  won  confidence  slowly,  especially  in  rural  communities.  Not  even  the 
character  and  the  wealth  of  the  owners  and  managers  could  at  once  overcome  the 
-distrust  attached  to  paper  money.  The  experience  of  the  generation  then  emerging 
from  the  Revolution  had  been  too  bitter  to  be  soon  forgotten." 

But  very  shortly  after  the  plan  for  the  Hartford  Bank  was  fairly  under  way,  and 
•even  before  it  had  received  legislative  sanction,  another  bank — the  Union  at  New 
London — was  in  prospect.  This  was  chartered  at  the  same  session  of  the  Legislature, 
in  May,  1792.  Its  capital  was  not  to  be  less  than  $50,000  and  not  more  than  *  100,000. 
By  its  charter,  as  by  that  of  nearly  every  other  bank  thereafter  chartered,  it  was  enacted 
that  "  The  total  amount  of  Debts  which  said  corporation  shall  at  any  time  owe, 
whether  by  Bond,  Bill  or  Note,  shall  not  exceed  fifty  per  Cent,  over  and  above  the 
Capital  Stock  of  said  Bank,  and  beyond  the  Amount  of  Monies  at  any  Time  actually 
Deposited  in  the  Bank  for  safe  keeping  ;  and  that  all  notes  issued  at  the  Bank,  shall 
T>e  paid  at  the  Bank,  on  demand  in  Silver  or  Gold  Coin." 

In  August,  1792,  it  was  voted  by  the  management  of  the  Union  Bank  "  that  for 
the  purpose  of  furnishing  change,  then  much  wanted  in  common  dealings,  there  be 
issued  by  the  bank  small  bills  of  the  denomination  of  one  penny,  two  pence  and  three 
pence,  to  the  amount  of  £576  lawful  money  ;"  and  subsequently  other  denominations 
from  4d.  to  12d.  were  issued.  There  is  no  evidence  to  show  whether  or  not  larger  notes 
were  expressed  in  sterling,  but  the  presumption  is  that  they  were  not. 

During  the  same  year,  1792,  the  bank  took  steps  looking  to  increased  facilities  for 
the  redemption  of  its  notes  which  are  interesting  as  being  the  first  recorded  evidence 
which  I  have  found  of  any  solicitation  on  the  part  of  bank  officials  for  the  conven- 
ience of  the  holders  of  their  bills  in  presenting  them  for  specie.  The  cashier  was  at 
this  time  directed  to  send  to  one  of  the  directors  living  at  Norwich  $500  in  specie  to 
be  used  by  him  in  redeeming  the  notes  of  the  bank  in  that  town,  "the  same  being 
with  a  view  to  the  convenience  of  such  persons  as  should  be  under  a  necessity  of  so 
•exchanging  them."  Two  years  later,  in  October,  1794,  the  directors,  having  heard 
that  there  was  a  large  amount  of  the  bank's  paper  in  the  Union  Bank  at  Boston,  and 
that  it  was  inconvenient  for  them  to  hold  it,  voted  that  "  the  cashier  be  directed  to 
send  about  $1,000  to  Boston  for  the  redemption  of  such  paper ; "  and  two  months 
later  he  was  directed  to  send  $1,400  more  for  the  same  purpose.  In  1796,  when  the 
Boston  banks  found  it  necessary  to  refuse  to  receive  the  notes  of  any  banks  outside  of 
the  city,  Ihe  Union  Bank  of  Boston  remarked  that  had  all  the  banks  been  as  attentive 
to  the  redeeming  of  their  bills  as  the  Union  Bank  of  New  London,  this  action  on  their 
part  would  not  have  been  necessary.  One  result  was  that  even  as  early  as  this  the 
Union  Bank  of  New  London  appointed  an  agent  in  Boston  and  furnished  him  with 
funds  in  advance  for  the  purpose  of  redeeming  its  bills. 

Before  the  close  of  the  century,  three  other  banks — the  New  Haven,  October,  1792  ; 
the  Middletown,  1795,  and  the  Norwich  Bank,  1796 — were  incorporated.  The  first  of 
these  found  it  so  much  more  difficult  than  had  been  anticipated  to  secure  the  requisite 

*  The  course  of  the  Hartford  Bank— which  is  still  in  existence  as  the  Hartford  National  Bank— was 
a  long,  eventful  and  honorable  one.  It  charter  gave  the  subscribers  the  right  to  increase  the  capital  at 
pleasure  to  an  amount  not  exceeding  $500,000.  In  the  jears  1796-8,  $38,400  was  thus  added  to  the  capi- 
tal ;  and  in  1802,  $69,200  more.  In  lb03,  the  State  commenced  a  series  of  subscriptions  which  in  six 
years  increased  the  capital  by  $64,400.  In  1806  and  1807,  further  individual  subscriptions  were  made 
which  brought  the  total  up  to  $545,200.  The  authorized  capital  was  then  increased  to  $l,000,0i'0  :  and 
the  books  of  the  bank  were  required  to  be  open  at  all  times  for  subscriptions  from  the  funds  of 
achools  or  ecclesiastical  or  charitable  societies,  with  the  right  on  the  part  of  such  associations  to  with- 
draw their  money  at  any  time  on  giving  six  months  notice.  These  shares  were  non-transferable.  By 
Pecember,  1816,  the  entire  amount  of  $1,000,000  ordinary  capital  was  subscribed  and  paid  in,  and  in 
addition  $212,809  of  non-transferable  stock. 

In  1865,  the  stockholders  voted  almost  unanimously  to  change  from  the  State  to  the  National  system, 
=and  July  1  of  that  year  the  Institution  commenced  business  as  R  The  Hartford  National  Bank." 
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capital,  that  it  was  not  until  1796  that  it  got  into  operation  ;  and  the  second  did  not 
actually  begin  business  until  1801. 

In  1803  the  State  passed  an  act  subscribing  to  these  five  banks  the  surplus  moneys- 
then  in  the  treasury  accruing  from  the  payment  c  f  certain  of  the  United  States  stocks- 
issued  to  the  State  of  Connecticut  upon  the  adjustment  of  the  Revolutionary  debt. 
The  law  further  provided  ihat  after  any  such  funds  had  been  paid  to  any  of  the  banks, 
the  Comptroller  should  be  furnished  as  oiten  as  he  should  require,  not  exceeding  once 
a  month,  with  a  statement  of  the  capital  stock  of  the  tank,  of  the  debt  due  to  it,  the 
money  deposited  in  it,  of  the  notes  in  circulation  and  of  the  cash  on  hand — also  having; 
the  right  to  inspect  such  general  accounts  in  the  books  as  relate  to  the  statements 
rendered.  Here  appears  the  first  attempt  in  Connecticut  at  the  supervision  of  banks- 
by  State  authorities,  and  the  initial  step  was  taken  not  for  the  protection  of  depositors 
or  billholders,  but  the  investments  of  the  State. 

In  each  of  the  years  18G6, 1807,  1809, 1811  and  1814  one  other  bank  was  established. 
Their  charters  followed  closely  the  provisions  of  those  which  had  preceded  them — 
limiting  the  debts  of  the  bank,  "  whether  upon  bond,  bill  or  note  "  (that  is  to  say,  the 
circulation)  to  fifty  per  cent,  over  and  al  ove  tbe  capital  stock  in  addition  to  deposits. 
It  was  not  customary  to  specify  in  the  act  a  fixed  amount  of  capital,  but,  setting- 
minimum  and  maximum  figures,  to  leave  it  to  the  stockholders  in  each  case  to  deter- 
mine what  amount,  within  such  limits,  should  be  employed.  Their  charters  also, 
contained  the  provision  noted  in  another  connection  reserving  to  certain  privileged 
associations,  educational,  ecclesiastical  and  chaiitable,  the  right  to  subscribe  fur  non- 
transferable shares,  which  might  be  withdrawn  at  any  time  upon  six  months  notice. 

The  mainstay  of  New  England  in  these  years,  and  especially  so  in  the  case  of  Con- 
necticut, whose  manufacturing  career  had  then  barely  commenced,  was  her  commerce 
and  shipping.  To  these  the  embargo  of  1807,  and  the  subsequent  non-intercourse  acts,, 
proved  singularly  oppressive.  Nevertheless,  the  banks  continued  strong,  and  did  net 
suspend  specie  payments  in  1814,  when  nearly  all  the  banks  to  the  sou  h  ard  west  of 
them  did  so.  "  They  issued  their  notes  sparingly,  keeping  far  within  the  danger  line. 
A  currency  proportioned  to  the  needs  of  business  held  prices  at  a  moderate  level  in 
those  States,  while  the  redundancy  of  paper  caused  high  price  s  and  reckless  activity 
wherever  the  abuse  existed.  One  market  attracted  buyers  and  the  other  sellers.  Ac- 
cordingly, streams  of  domestic  and  imported  commodities  flowed  constantly  westward 
and  southward  from  New  England.  Coin  moved  in  the  opposite  direction  to  meet  the 
payments.  Local  settlements  in  New  York,  Philadelphia,  ard  Baltimore  were  affected 
by  paper,  wlile  specie  was  sent  eastwaid,  where  its  purchasing  power  was  muchi 
greater.  To  both  a  sound  and  unsound  currency  applies  the  double  truth  of  the  par- 
able :  '  to  him  that  hath  shall  be  given,  and  from  him  that  hath  not  shall  bo  taken  even< 
that  which  he  hath.'  "  * 

Upon  the  general  suspension  elsewhere,  in  1814,  the  notes  of  the  Connecticut  banks 
largely  disappeared  from  circulation,  being  either  hoarded  or  sent  in  for  redemption  in 
specie.  The  issues  of  the  suspended  banks,  west  and  f-outh,  rush<  d  in  and  tilled  the  va- 
cuum. This  not  only  deprived  the  Connecticut  banks  of  their  natural  profits  from  circu- 
lation, but  forced  upon  the  State  a  very  unsatisfactory  currency.  Hence,  at  a  special  ses- 
sion in  January.  1815,  the  General  Assembly  passed  an  act  granting  to  eiich  bank  in  the 
State  permission  to  issue  bills  to  the  amount  of  one  half  the  actual  capital,  receivable 
for  all  debts  due  the  bank,  and  payable  in  specie  on  demand  iwo  years  after  the  close 
of  the  war.  Officers  were  required  to  make  semi-annual  sworn  statements  to  the 
General  Assembly  of  the  amounts  outstanding.  The  previous  October  they  had  been 
authorized  to  issue  notes  of  less  denomination  than  $1  for  the  payment  of  money 
only. 

The  banks  also  issued  their  notes,  payable  on  demand  in  the  notes  of  the  banks- 
of  New  York,  or  in  specie  two  years  after  the  close  of  the  war.  These  notes  were 
termed  "facilities." 

Fractional  notes,  ranging  from  six  and  one-quarter  cents  to  fifty  cents,  were  freely 
issued  under  the  provisions  of  the  act  of  October,  1814.  Individuals  and  corporations, 
barbers  and  bartenders,  manufacturers  and  capitalists,  the  solvent  and  insolvent,  further 
variegated  the  assortment  of  "  shinplasters  "  by  liberal  contributions,  some  professing 
to  call  for  money,  and  others  for  services. 

At  the  close  of  the  war  the  authority  to  issue  post  notes  was  withdrawn,  and  the 
jfesue  by  any  unauthorized  person  or  corporation  of  paper  intended  to  pass  in  lieu  of 
money  was  prohibited,  and  the  law  permitting  banks  to  issue  notes  below  $1  was 
repealed. 

In  1825  ocurred  two  bank  failures — the  first  in  the  State — one  due  to  bad  manage^ 
ment  and  the  other  to  fraud,  f 

*  Woodward  :  One  hundred  years  of  the  Hartford  BaDk. 

+  The  fl^st,  in  September.  1825  was  the  Eagle  Bank,  incorporated  in  1811.  In  its  management 
everything  seems  to  have  been  left  to  the  President,  and  his  direction  does  not  seem  to  have  been  partic- 
ularly happy.  The  bank  was  one  of  those  which  sought  by  artificial  means  to  maintain  an  extended  cur- 
rency, employing  agents  to  put  its  notes  in  circulation  at  a  distance  from  home.  Its  Rhode  Island  agent 
in  one  year  put  off  more  than  $200,000  of  notes  for  this  bank.  $132,000  of  this  was  sent  hoxe  trom 
Boston  for  redemption  just  before  it  failed.    At  the  time  of  its  suspension  the  bank  had  in  circulation. 
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In  the  years  1822-28  seven  additional  banks  were  incorporated;*  in  1830  another, 
and  in  the  four  ensuing  years  fifteen  more.  This  increase  of  banking  capital,  though 
considerable,  was  not  so  excessive  as  that  which  look  place  in  the  other  New  England 
States,  nor  was  it  of  so  speculative  a  character  as  ihat,  for  example,  which  took  place 
in  Massachusetts  in  the  same  and  two  following  years.  The  banks  seem  to  have 
had  a  more  sound  basis  in  the  matter  of  actual  contributions  of  the  stockholders 
toward  the  capital  than  did  those  of  Massachusetts  of  the  period,  and  none  of  them 
failed  in  the  ensuing  years  of  panic  and  general  liquidation. 

Two  provisions,  in  especial,  of  the  charters  of  all  the  banks  incorporated  after  1830, 
are  worthy  of  note.  The  first  was  that,  "incase  of  the  failure  of  said  bank,  the 
holder  of  the  notes  of  said  bank  or  corporation,  of  the  denomination  of  $100  and  under, 
shall  have  a  lien  on  all  the  assets  of  said  bank  or  corporation,  both  real  and  personal, 
in  possession,  remainder  and  revision,  and  on  all  debts  due  to  said  bank,  and  on  all 
claims  in  favor  of  said  bank,  of  every  nature  whatsoever,  and  on  all  moneys  and  prop- 
erty of  every  description  in  the  custody  and  possession  of  said  bank  at  the  failure 
t'hereof  ;  and  that  every  conveyance,  assignment  or  transfer  of  any  of  the  property  and 
estate  hereinbefore  specified,  made  in  expectation  of  the  insolvency  of  said  bank  or 
corporation,  or  with  a  view  to  the  same,  shall  be  void. " 

The  other  was  to  the  effect  that  upon  the  failure  of  any  bank  the  president,  direc- 
tors, and  cashier  were  to  be  liable  as  joint  and  several  debtors  if  the  debts  of  the  cor- 
poration should  exceed  the  limit  specified  in  their  charters — in  all  but  three  cases,  150 
per  cent,  of  the  capital  plus  deposits. 

Another  act  passed  in  1835,  forbade  the  issue  of  notes  of  less  denomination 
than  $2  after  July  1,  1835,  and  of  less  denomination  than  $3  after  January  1, 
1836.  After  the  suspension  of  specie  payments  in  1837  this  was  temporarily  sus- 
pended on  condition  that  all  notes  for  less  than  $3  should  be  redeemed  in  specie. 

In  1837  a  committee  reporting  on  the  condition  of  the  banks  of  Connecticut 
called  attention  to  the  facts  that  it  had  been  the  practice  of  many  of  the  banks  to 
employ  "agents  who  were  daily  engaged  in  withdrawing  from  their  legitimate  cir- 
culation the  bills  of  other  banks  in  the  State,  and  substituting  their  own  in  their 
places  ;  and  when  it  cannot  be  done  without,  they  pay  a  premium  for  exchange." 
For  example,  in  1836,  it  appeared  that  the  Bridgeport  Bank  had  exchanged  through 
agents  $435,734.  The  presidents  of  the  banks  among  which  the  practice  was  cur- 
rent met  in  1837  and  agreed  to  abandon  it.  The  Legislature  also  prohibited  the 
practice. 

In  1837  the  General  Assembly  provided  for  the  appointment  of  two  bank  com- 
missioners, whose  duties  were  to  inspect  and  keep  careful  watch  of  the  banks.  In 
this  year  the  banks  of  Connecticut  followed  the  leadership  of  New  York  in  sus- 
pending specie  payments,  though  generally  in  a  strong  condition.  At  the  close  of 
business  on  the  last  Saturday  of  March,  1837,  the  31  banks  in  the  State  had  in 
circulation  their  notes  to  the  amount  of  $3,998,325.30,  which  had  been  reduced  by 
a  year  from  that  time  to  $1,920,552.45  ;  while  the  cash  on  hand  had  increased 
from  $415,386  to  $535,447.     The  banks  withstood  the  shock  without  a  failure. 

From  this  time  until  1849  there  is  little  of  moment  to  be  noted.  In  1848  for 
the  first  time  banks  were  required  to  keep  on  hand  at  all  times  an  amount  of  specie 
equal  to  one-tenth  of  the  bills  in  circulation.  About  1850  there  began  a  rapid  ex- 
pansion, growing  out  of  the  excessive  railway  building  and  general  speculative 
tendencies  throughout  the  United  States.  The  climax  came  in  the  autumn  of  1857, 
resulting  in  a  suspension  of  specie  payments  of  two  months  duration.  Between 
July  1,  1857,  and  January  1,  1858.  the  -circulation  of  the  banks  of  Connecticut  was 
reduced  from  $10,411,000  to  $4,130,000.  Yet  again  the  banks  went  through  the 
crisis  without  a  failure. 

$430,607  of  demand  notes,  and  $732,630  of  post  notes  not  yet  retired.  Of  its  assets  $1,451,507  had  been 
advanced  to  four  persons  or  firms  on  very  doubtful  security,  and  only  about  $300,000  were  considered 
collectible.    The  bill-holders  lost  heavily. 

About  the  same  time  somewhat  similar  trouble  with  the  Derby  Bank  occurred.  This  bank,  estab- 
lished in  1809,  after  several  years  of  unprofitable  operation,  had  wound  up  its  affairs  and  the  capital  was 
distributed  among  the  stockholders.  After  lying  dormant  for  several  years,  the  charter,  in  1824.  or  1825, 
passed  into  the  hands  of  New  York  parties  who,  without  contributing  any  capital  to  the  undertaking, 
began  at  once  to  issue  notes  for  circulation.  These  were  first  made  payable  at  the  Mechanics'  Bank  in 
New  York,  and  afterward  at  the  Fulton,  when  the  suspicions  of  the  former  bank  led  them  to  decline 
longer  to  do  business  for  the  Derby,  tn  November,  1825,  it  stopped  payment  with  about  $80,000  of  bill* 
in  circulation.  Some  of  these  were  bought  up  at  various  discounts  by  debtors  to  the  bank  with  which 
to  settle  their  account,  and  the  holders  of  others  secured  something  by  attaching  the  banking  house  and 
fixtures,  but  in  general  the  circulation  was  almost  a  total  loss. 

*  The  following  is  a  list  of  the  banks  chartered  in  the  State  of  Connecticut  prior  to  1830 : 


Hartford  Bank,  May,  1792. 
Union  Bank,  New  London,  May,  1792. 
New  Haven  Bank,  October,  1792. 
Middletown  Bank,  October,  1795. 
Norwich  Bank,  May,  1796. 
Bridgeport  Bank,  October,  1806. 
New  London  Bank.  May,  1807. 
Derby  Bank,  October,  1809  (Charter  repealed  in 
1-26). 


Eagle  Bank,  October,  1811   (Failed  in  Sept.,  1825.) 
PhenixBank,  May,  1814. 
Stonington  Bank,  May,  1822. 
Windham  County  Bank,  May,  1822. 
Fairfield  County  Bank,  May,  1824. 
Mechanics'  Bank,  New  Haven,  May,  1824. 
Connecticut  River  Banking  Company,  May,  1825, 
Thames  Bank,  May,  1825. 
Tolland  County  Bank,  May,  1823. 


NEW  ENGLAND  BANK  CURRENCY. 


In  1852  a  "  free  bank  "  act  was  passed  modeled  closely  after  that  in  operation 
in  New  York.  The  securities  permitted  to  be  deposited  as  a  basis  for  circulation 
were  the  stocks  of  the  United  States,  of  either  of  the  New  England  States,  of  New 
York,  Pennsylvania,  Ohio,  Virginia,  Kentucky,  or  of  the  cities  of  New  York  or 
Boston,  or  any  incorporated  city  in  Connecticut. 

Fourteen  banks  were  organized  under  the  act;  but  their  operation  under  it 
was  of  short  duration,  there  being  so  great  a  preference  manifested  for  the  system 
of  chartered  banks.*  In  1855  they  were  all  specially  incorporated  by  a  general 
act,  the  terms  of  which,  when  accepted  by  the  banks,  permitted  the  issue  of  notes 
to  the  amount  of  150  percent,  of  the  paid-up  capital.  The  stock  and  bonds  theretofore 
deposited  with  the  Treasurer  as  security  for  notes  issued  under  the  free  bank- 
ing law  were  to  be  returned  as  fast  as  the  circulation  for  which  they  were  pledged 
was  returned  lor  destruction.  The  notes  were  given  a  first  lien  upon  the  assets,  as 
in  the  case  of  the  other  chartered  banks,  and  in  general  they  were  subject  to  the 
same  provisions  of  law.  In  the  same  year  the  circulation  of  all  banks  was  limited 
to  125  per  cent,  of  the  capital ;  and  in  1858  further  restricted  to  75  per  cent. 

The  Connecticut  banks  generally  redeemed  their  notes  in  Boston,  but  in  1862, 
exchange  on  Boston  being  against  New  York,  the  Suffolk  Bank  gave  notice  to  the 
Connecticut  banks  that  it  would  thereafter  charge  them  exchange  on  New  York 
funds  sent  to  Boston  for  the  redemption  of  their  circulation.  The  difficulty  of 
procuring  sufficient  Massachusetts  lunds  to  serve  the  purpose  resulted  in  several 
of  the  banks  in  the  southwestern  part  of  the  State  withdrawing  their  deposits  from 
Boston  and  making  their  redemptions  mainly  in  New  York,  keeping  a  small  bal- 
ance in  Boston  to  provide  for  the  inconsiderable  amounts  that  found  their  way 
there. 

By  1866,  67  of  the  banks  of  Connecticut  had  gone  into  the  National  Banking 
system,  leaving  only  8  in  opeiation  under  the  State  charters. 

Statistics  of  Banks  op  Connecticut. 


Years. 

No.  op 
Banks  . 

Capital 
Stock. 

Circulation. 

Deposits. 

Loans  and 
Discounts. 

Specie. 

Notes  op 
other 
Banks. 

1884 

28 

$6,851,909 

$2,407,496 

$1,167,964 

$8,307,824 

$118,640 

$37,724 

1835 

31 

7.350,766 

2.685,400 

1,257,030 

8,899,6^6 

129,108 

52,632 

1836 

81 

8,519,368 

3,874,212 

1.465,977 

11,736,163 
13,246,945 

63,004 

1837 

31 

8,744,097 

3,998,3<J5 

1,484,906 

415,386 

£96,725 

1838    .... 

31 

8,754,407 

1.920,552 

869.801 

9,769,286 

535,447 

250,775 

1839 

31 

8,83 .5,223 

3,987,815 

1,285,807 

12,226,947 

502,180 

223,190 

1840 

31 

8,806,204 

2,325,589 

803,520 

10,428,030 

499,032 

161,245 

1841 

31 

8,826,382 

2,784,721 

1,182.583 

10.944  675 

454,298 

171,258 

1842 

31 

8,870,317 

2,555,638 

1,002,725 

10,083,413 

471,238 

206  728 

1843 

31 

8.580,393 

2,379,947 

1,061,944 

9,798,392 

438,752 

179,274 

1844 

31 

8,292,238 

3,490,963 

1,847,447 

10,842.955 

445,430 

257,561 

1845 

32 

8,359,748 

4.102,444 

1,969,801 

12,315,387 

45»,508 

264,405 

1846 

32 

8.409,544 

4,565,466 

1,893,273 

13,031,865 

481,832 

276,758 

1847 

32 

8,605,742 

4,437,«31 

1,782,921 

12,781,857 

402,165 

227,481 

1848 

33 

8,726.381 

4,891,205 

2,023,721 

13,424,651 

517  700 

227,603 

1849 

36 

8,928,264 

4,511,570 

1,831,291 

14,043  096 

575,656 

196,268 

1850 

87 

9,152,*01 

4,888,029 

2,251,525 

14,5:0,178 

£83,841 

221,378 

1852 

51 

12,509,807 

7,118,625 

3,472,210 

20,572,263 

825,379 

316,668 

1853 

53 

13,164,594 

10,224,441 

3,542,935 

24.601,165 

1,145,857 

436,538 

1854 

63 

15,597,891 

11,219,566 

3,910,160 

28,292  321 

1,207,381 

459,502 

1855 

68 

17,147,385 

6,871,102 

3,433,081 

23,704,458 

810,101 

341,754 

1856 

71 

18,913,372 

9,197,762 

4,090.835 

28,511,140 

1,006,493 

337,319 

1857 

74 

19,923,553 

10,590,421 

4.688,843 

33,108,527 

1,129,708 

443,900 

1858 

76 

20,917,168 

5,380,247 

4,140,088 

26,799,430 

915.844 

273,381 

1859 

74 

21,512.176 

7,561,519 

5,574,900 

27,856,785 

J  89,920 

320,617 

1860 

74 

21,606,997 

7,702,436 

5,506,507 

30,518,689 

950,753 

373,853 

1862 

75 

21,794,937 

6,918,018 

6,142.754 

27,086,326 

1,529,855 

4C4,923 

1863 

75 

21,812,943 

13,842,758 

8,890,217 

29,873,190 

1,423,009 

892,286 

1864  ... . 

20,606,962 

11,869,701 

9,996,643 

28,569,876 

1,198,372 

BANK  CURRENCY  OF  OTHER  NEW  ENGLAND  STATES. 
Maine. 

Prior  to  the  admission  of  Maine  into  the  Union  the  incorporation  of  banks  within 
its  borders  was  secured  through  the  General  Court  of  Massachusetts,  of  which  the  prov- 
ince of  Maine  was  then  a  dependency.  The  earliest  institution  of  its  kind  was  the 
Portland  Bank,  established  June  15,  1799.     This  was  followed  in  the  years  1802-4  by 

*  "  Loriff  expedience  in  this  State  his  shown  that  when  the  chartered  hanks  have  heen  carefully 
guarded,  and  when  the  Bank  Commissioners  have  faithfully  discharged  their  duties,  the  community  have 
been  furnished  with  a  safe  circulation.  We  are  not  satisfied  that,  as  a  whole,  this  system  of  establishing 
banks  is  not,  to  say  the  least,  fully  equal  to  any  general  banking  law  which  has  yet  been  devised."— 
Report  of  Bank  Commissioners  of  Connecticut*  1855. 
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the  Maine  Bank,  also  at  Portland,  and  by  other  banks  at  Wiscasset,  Ilallowell  and 
Saco.  Between  1804  and  1812  only  one  other  bank  was  established  ;  but  in  the  latter 
year  the  banking  "  boom  "  which  was  being  felt  in  the  other  parts  of  the  United  States 
struck  the  Province  of  Maine,  and  in  1812  and  1813  seven  more  banks  were  estabJished. 
During  the  next  two  years  six  others,  witii  a  capital  of  $100,000  each,  were  started, 
followed  in  1819  by  two  more — making  a  total  of  twenty-one  banks.  But  several  of 
the  earlier  institutions  had  in  the  mean  time  failed  or  stopped  payment.  So  that  in 
1820.  at  the  time  of  the  admission  of  Maine  into  the  Union,  the  number  of  banks  in 
operation  is  reported  to  have  been  only  fifteen,  with  a  capital  stock  of  $1,654,900  and 
circulation  of  $1,380,572. 

Up  to  1820,  the  history  of  banking  in  Maine  is  thus  most  intimately  connected 
with  that  of  Massachusetts,  whose  general  laws  as  to  the  circulation  of  small  bills, 
issued  by  unauthorized  companies,  semi-annual  returns,  etc. ,  were  applicable  to  Maine. 
Prior  to  their  recharter  about  1812,  the  circulation  of  the  banks  was  generally  limited 
to  twice  their  capital ;  after  1812,  to  150  per  cent.  They  also  followed  the  charter  of 
the  State  Bank  of  Massachusetts  in  provisions  for  individual  liability  of  directors  in 
case  of  excessive  issues,  etc. 

For  some  years  after  1820,  few  additions  were  made  to  the  bank  capital  of 
Maine — the  number  of  banks  reported  in  1832  beiug  but  eighteen.  The  provisions 
of  the  charters  under  which  these  were  acting  were  mainly  based  on  those  granted  in 
Massachusetts.  There  was,  however,  in  these  years  little  done  in  the  way  of  supervision 
or  examination  of  banks,  and,  the  conditions  being  thus  rendered  favoiable  for  such 
schemes,  there  were  several  instances  of  failure  caused  by  the  withdrawal  of  the  actual 
capital  by  irresponsible  parties  who  had  managed  to  secure  control  of  the  institutions. 
Such  seems  to  have  been  the  circumstances  attending  the  failure  of  the  Castine,  Hallo  well 
and  Augusta,  Wiscasset,  Kennebec  and  Passamaquoddy  banks,  all  of  which  were  broken 
before  1829.  In  nearly  every  instance  a  large  proportion  of  the  circulation  was  a 
total  loss  to  the  note  holders.  The  bills  of  the  first  three  named  banks  reported  in  cir- 
culation four  months  before  their  failure  amounted  to  $460,000. 

The  first  comprehensive  banking  law  of  the  State  was  that  of  March  31,  1831. 
Under  this  act  all  banks  thereafter  chartered  were  required  to  opeiate.  Befoie  busi- 
ness could  be  commenced  at  all  50  per  cent,  of  the  capital  must  be  paid  in,  and  the 
remainder  within  six  months  thereafter,  Ko  bank  was  permitted  to  loan  upon  the 
pledge  of  its  own  stock.  The  aggregate  liabilities  of  all  the  directors  were  limited  to 
one-third  of  the  capital  and  no  one  stockholder  was  to  own  more  than  20  per  cent, 
of  the  capital.  Several  of  these  provisions  were  prompted  by  the  experience  had  with 
failures  of  several  of  the  earlier  banking  institutions,  in  nearly  every  one  of  which  the 
trouble  was  directly  traceable  either  to  failure  of  the  subscribers  to  pay  in  cash  the 
amount  of  their  subscriptions,  or  t-  the  practice  of  loaning  to  subscribers  upon  the 
pledge  of  their  stock. 

The  aggregate  amount  of  notes  in  circulation  was  limited  to  150  per  cent,  of  the 
capital  stock  actually  paid  in,  and  the  total  debts  to  be  contracted  to  twice  the  capital 
In  case  of  excess  of  indebtedness  over  these  limitations,  the  directors  were  personally 
liable.  Bills  under  one  dollar  were  prohibited,  and  the  proportion  of  those  under  $5 
limited  to  one-fourth  of  the  capital.  This,  as  well  as  the  provision  imposing  a  pen- 
alty of  two  per  cent,  a  month  for  failure  to  redeem  in  specie  on  demand,  was  boi rowed 
from  the  Massachusetts  law.  In  case  of  any  deficiency  arising  from  official  mismanage- 
ment, the  directors  and  stockholders  were  to  be  held  individually  liable  for  an  amount 
not  exceeding  the  stock  held.  And  upon  the  expiration  of  the  charter,  the  stock- 
holders were  held  severally  liable  in  the  same  manner  for  two  years  for  the  redemption 
of  the  bills  outstanding.  The  act  also  provided  for  the  appointment  of  two  Bank  Com- 
missioners and  made  all  the  banks  subject  to  their  inspection  and  slight  supervision. 

This  act  of  1831,  just  preceding  as  it  did  the  expiration  of  a  large  number  of  the 
older  charters,  and  the  banking  expansion  which  came  with  the  failure  of  the  second 
United  States  Bank  to  obtain  a  renewal  of  its  charter,  soon  became  the  general  basis  of 
the  entire  banking  system  of  the  State.  New  banks  were  thereafter  created,  as  they 
had  been  in  the  past,  only  by  special  act  of  the  Legislature  ;  but  all  were  made  subject 
to  the  provisions  and  limitations  of  the  "Act  to  regulate  banks  and  banking"  of 
March  31,  1831. 

The  great  increase  in  the  number  and  capital  of  the  banks  of  Maine,  as  shown  by 
the  table  at  page  19,  is  marked  ;  and  the  reduction  in  the  next  half  a  dozen  years 
scarcely  less  so.  The  expansion  was,  as  in  other  Slates,  speculative  in  character,  and 
many  of  the  institutions  then  started  were  founded  where  in  normal  times  so  much 
banking  capital  could  not  be  profitably  employed. 

Yet  at  the  time  there  was  a  continuous  cry  for  more  banking  capital.  In  1836, 
after  an  increase  of  more  than  100  per  cent,  in  less  than  four  years  in  the  amount  of 
capital  employed,  the  Committee  on  Currency,  in  answer  to  such  demands,  went  so 
far  as  to  recommend  the  establishment  of  a  State  Bank  to  be  owned  entirely  by  the 
State,  the  capital  of  which  should  be  raised  by  a  loan  of  $8,000,000.  The  State  itself 
was  to  guarantee  all  bills,  which  were  to  be  limited  in  amount  to  twice  the  capital. 
So  promising  was  the  outlook  for  additional  banking  projects  that  the  Committee  had 
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no  difficulty  in  figuring  out  sufficient  profits  to  accrue  in  ten  years  to  repay  the  loan  of 
$8,000,000,  principal  and  interest,  and  by  the  expiration  of  the  charter— 30  years — to 
leave  a  surplus  of  more  than  $45,000,000  net  profits  to  the  State. 

The  State  Bank  was  not  chartered,  but  numerous  private  banking  corporations, 
were ;  and  by  January,  1837,  the  number  in  operation  was  fifty-five,  as  compared  with 
eighteen  five  years  before.  Nineteen  of  them  had  gone  into  operation  within  a  year. 
But  their  circulation,  owing  to  the  constant  process  of  redemption  to  which  it  was  sub- 
jected through  the  so-called  "  Suffolk  "  system,  had  not  increased  in  proportion. 
During  1836  it  actually  decreased  nearly  half  a  million  dollars,  in  spite  of  an  increase 
of  nearly  a  million  and  a  half  in  capital  stock  during  that  period. 

There  were  always  those  whose  constant  cry  was  "  more  money.''  They  com- 
plained in  1835  that  the  circulation  was  too  restricted  to  permit  borrowers  to  obtain  on 
easy  terms  the  funds  with  which  to  pay  their  loans — noting  that  it  was  less  than  the- 
amount  of  the  capital  stock,  notwithstanding  the  fact  that  the  law  permitted  it  to  be 
one-half  greater.  They  wanted  expansion,  and  rightly  appreciating  the  action  of  the 
redemption  system,  constantly  tending  to  retire  any  excess  of  circulation  as  soon  as 
manifest,  they  sought  such  legislation  as  would  prevent  the  banks  from  redeeming 
their  notes  elsewhere  than  at  their  own  counters,  hoping  thereby  "  to  render  them  in- 
dependent of  foreign  power  and  influence."  The  Bank  Commissioners,  however, 
alluding  to  the  same  discrepancy  between  the  authorized  and  the  actual  issue,  rightly 
accounted  fcr  it  as  due  to  the  limitations  which  the  natural  laws  of  exchange  imposed; 
and,  so  far  from  objecting  to  the  methods  of  redemption  as  an  evil,  expressed  their 
belief  that  there  was  no  danger  of  excessive  issues  so  long  as  the  system  of  redemption 
remained  unchanged,  as  under  it  no  bank  could  keep  in  circulation  for  any  length  of 
time  the  amount  authorized  by  law,  unless  the  actual  demand  was  really  urgent. 

'  • But  the  financial  revulsion  of  1837-9  and  the  straitened  condition  of  affairs  in 
the  following  years,  demonstrated  the  inability  of  so  many  banks  to  profitably  em- 
ploy their  capital.  A  few — mainly  institutions  in  which  there  was  crookedness  in  the 
management — failed.  *  f 

The  larger  part  of  the  reduction,  however,  was  effected  legitimately  through  the 
surrender  of  charters  which  the  management  found  no  longer  valuable.  In  these 
cases  the  stockholders  suffered  severely,  the  public  comparatively  little.  As  to  the 
combined  effect  of  the  whole  reduction  from  55  banks  with  a  capital  of  nearly  five  and 
a  half  millions  to  39  banks  with  a  capital  of  three  and  a  third  millions,  involving  the 
Joss  of  nearly  two  millions  of  capital,  the  Bank  Commissioners  in  1842  state  that  ' '  it 
has  mainly  fallen  on  stockholders  ;  not  more  than  about  $175,000  have  fallen  upon, 
innocent  bill-holders."  In  other  words  the  average  loss  to  bill-holders  during  the  six 
years  of  the  panic  and  liquidation  was  less  than  $30,000  a  year  on  an  average  circula- 
tion of  $1,590,000— less  than  two  per  cent,  of  the  average  circulation,  and  less  than 
one-half  of  one  per  cent,  of  the  circulation  of  the  banks  of  the  State  of  Maine  annually 
handled  by  the  public. 

Prior  to  the  suspension  of  specie  payments  in  1837  the  banks  of  Maine  had  been. 
compelled  by  legislation  to  withdraw  their  bills  below  $5,  and  in  1838  the  Commis- 
sioners reported  that  the  amount  of  such  denominations  was  less  than  $35,000.  The 
object  of  the  law,  however — the  securing  of  a  substantial  circulation  of  specie — was 
defeated  by  the  circulation  within  the  State  of  the  small  notes  of  banks  of  neighbor- 
ing States.  In  fact,  the  Commissioners  in  1838  estimated  such  small  bills  to  constitute 
one-third  the  active  circulation  of  the  State. 

^By  the  act  of  March  13,  1838,  the  issue  of  notes  was  more  closely  limited  than 
theretofore,  being  fixed  at  100  per  cent,  of  the  capital  in  banks  whose  capital  did  not 
exceed  $50,000  ;  75  per  cent,  of  the  capital  in  the  case  of  banks  employing  more  than 
$50,000  and  not  more  than  $150,000  capital ;  and  66  2-3  per  cent,  in  the  case  of  banks 
having  more  than  $150,000. 

In  1846  the  Senate  Committee  on  banks,  reporting  a  bill  to  continue  the  banks 
whore  charters  were  about  to  expire,  say  : 

''The  committee  are  of  the  opinion  that  our  present  banking  laws  are  compara- 

*  Aninetance  of  this  is  the  case  of  the  Globe  Bank.  After  the  worst  of  the  storm  had  been  suc- 
cessfully weathered,  the  institution  had  beeu  gradually  liquidating  its  liabilities  until  on  August  18, 
1810.  its  circulation  was  lees  than  $t0,000.  Then  commenced  a  series  of  transactions  with  New  York 
parties  which  carried  the  circulation  up  to  $74,000  in  a  very  short  time.  It  began  with  the  granting  of 
a  loan  of  $11,000  to  Joseph  M.  True,  a  young  dry  goods  merchant  in  New  York,  followed  Iby  another 
1  an  of  $20,0C0  to  the  same  person  a  few  days  later.  Shortly  after  this  one  of  the  directors  bought  up 
2-18  shares  of  stock  in  the  bank  at  from  $20  to  $30  each,  and  sold  them  to  True  at  par.  The  latter  was 
then  chosen  a  direcor,  and  proceeded  immediately  to  borrow  $16,000  more  from  the  bank.  In  Decem- 
ber True  failed.  Two  gentlemen  from  the  interior  of  New  York  State  then  appeared  on  the  scene  and 
purchased  all  the  6tock  then  held  by  True  together  with  some  others,  amounting  in  all  to  269  shares. 
At  the  same  time  the  bank  discounted  for  these  purchasers  their  notes  amounting  to  $58,000,  of  which 
they  received  $27,000  in  the  True  paper,  and  the  balance  in  bills  of  the  bank  for  circulation  by  them  in 
New  York  State.  «At  the  time  of  a  legislative  investigation  of  the  transactions  in  1842  it  appears  that 
of  the  total  capital  of  $100,000,  $48,700  wer  owned  by  the  bank  itself— having  been  taken  for  debts. 
The  major  part  of  the  assets  at  that  time  consisted  of  the  notes  given  by  the  New  York  purchasers  of 
ttbek.  Other  instances  of  similar  schemes  for  the  substitution  of  irresponsible  foreign  stockholders  for 
the  original  subscribers,  and  thus  enabling  outside  speculators  to  secure  the  credit  and  means  of  Eastern 
banks  as  a  capital  for  their  maneuvers  in  distant  parts  of  the  country,  are  the  cases  of  the  Washington 
County  Bank,  the  Frankfort  Bank,  the  Stillwater  Canal  Bank,  and  the  Bank  of  Old  Town. 
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tively  safe,  and  experience  shows  that  no  losses  to  bill-holders  have  occurred  in  the  last 
fifteen  years  where  a  reasonable  discretion  was  exercised  by  the  Legislature  in  granting 
charters.  The  revised  statutes  contain  several  salutary  provisions  not  embraced  in. 
the  Banking  law  of  1831  ;  and  it  U  believed  with  a  due  diligence  on  the  part  of  Bank 
Commissioners,  and  a  rigid  enforcement  of  the  proposed  law,  the  redemption  of  all 
bills  vill  be  effectually  secured." 

The  recommendations  of  this  committee  were  the  basis  of  the  act  of  August  10, 
1846,  extending  until  October  1,  1857,  the  charters  of  all  banks  in  the  State.  The 
most  important  change  of  law  thereby  made  was  in  the  matter  of  circulation.  This 
law  provided  that  for  all  amounts  of  circulation  issued  in  excess  of  50  per  cent,  of  the 
capital,  one  dollar  in  specie  should  be  kept  for  three  dollars  in  bank-notes  issued,  and 
that  the  total  amount  of  circulation  should  never  exceed  the  capital  plus  the  amount 
of  specie  on  hand.  For  example,  a  bank  with  a  capital  of  $100,000,  if  it  possessed 
only  $5,0'J0in  specie,  might  lawfully  issue  only  $50,000  +  3  X  $5,000,  or  $65,000. 
If  it  possessed  $25, 000  of  specie,  it  might  issue  $50,000  plus  $75,000,  or  $125,000; 
while  for  all  circulation  above  $125,000  it  must  hold  specie,  dollar  for  dollar.  Cashiers 
were  required  to  keep  weekly  balances  showing  outstanding  circulation,  and  a  penalty 
of  ten  per  cent,  was  imposed  for  over-issue. 

Early  in  the  fifties  there  began  another  expansion  of  banking.  As  in  other 
periods  of  speculation,  the  immediate  results  were  eminently  satisfactory  to  the  banks, 
which  quite  generally  diviled  10  per  cent,  per  annum  in  the  years  1853-1855.  But 
their  foundation  was  unsound,  and  many  of  those  projected  failed  to  secure  the  re- 
quisite capital  to  comply  with  the  law.  For  example,  of  the  seventeen  chartered  in 
1853,  four  never  went  into  operation,  and  two  others — Shipbuilders' and  Canton — were 
in  the  nature  of  private  speculations  which  failed  disastrously.  In  1854  eleven  were 
incorporated,  two  of  which — Mousam  River  and  Grocers' — afterward  failed ;  in 
1855  eight  were  incorporated,  two  of  which  never  organized,  and  one  other  afterward 
failed,  while  several  of  those  incorporated  in  the  next  two  years  were  never  started. 

This  era  of  speculation  culminated  in  the  crisis  of  1857,  which  carried  down  sev- 
eral of  the  banks  just  started.  The  safeguards  imposed  by  earlier  legislation,  how 
ever,  were  sufficient  in  most  cases  to  secure  to  the  note-holders  full  payments  of  theil 
claims,  though  stockholders  were  heavy  losers. 
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Years. 

No.  of 
Banks. 

Capital. 

Circulation. 

Deposits. 

Loans  and 
Discounts.* 

Specie. 

Bills  op- 
Other 
Banes. 

1832 

18 

$1,823,8"0 

$885,408 

$566,224 

$2,789,352 

$198,437 

$41,618 

1835 

29 

2,931,000 

1,358,914 

704,079 

4,359,874 

137,42) 

132,701 

1836 

36 

3,785,000 

2,346,076 

1,402,145 

6,631.135 

207,765 

287,629 

1837 

55 

5,226,700 

1,912,418 

1,665,277 

7,821,023 

387,169 

206,606 

1833a 

50 

4,984,000 

1,177,555 

826,806 

6,549,182    ' 

271,981 

113,988 

1839 

50 

4,771,500 

1,909,097 

927,281 

6,913,471 

241,951 

170,205 

1840 

49 

4,671,500 

1,224,658 

669,199 

5,901,611 

195,699 

133,479 

1841 

47 

4,371,500 

1,754,390 

870,745 

5,820,792 

269,730 

213,738 

1842 

40 

3,414,000 

1,585,820 

792,598 

4,987,519 

-      183,861 

145,029 

1843  .... 

40 

3,314,000 

1,106,261 

542,017 

4,405,660 

175,301 

103,522 

1841 

35 

3,009,000 

1,606,663 

927,498 

4,279,331 

223,769 

139,83S 

1845 

35 

3,009,000 

1,980,538 

1,116,961 

4,785,313 

192,445 

217,427 

1846 

35 

3,009,000 

2,242,846 

1,215,538 

5,269,008 

262,237 

165,537 

1847 

32 

2,834,000 

2,545,011 

1,647,811 

5,150,208 

472,776 

265,890 

1848  c... 

31 

2,9:20,000 

2,315,521 

1,107,387 

5,189,088 

521,586 

182,3:^3 

18496  ... 

32 

3,098,000 

2,252,764 

1,119,252 

5,275,171 

339,231 

179,093 

1850  6  ... 

32 

8,248,000 

2,654,208 

1,223,671 

5,830,230 

475,589 

187.435 

18516.... 

39 

3,808,100 

3,195,753 

1,523,812 

6,683,347 

610,651 

250,458 

1852c... 

33 

8,923,000 

3,254,882 

1,525,627 

7,042,461 

622,301 

224,364 

1853c... 

46 

4,615,580 

4,519,113 

1,974,769 

8,710,749 

936,968 

4:25,503 

1854 

60 

5,913,870 

5,317,750 

2,545,673 

11,166,519 

1,132,610 

865,490 

1855C... 

70 

7,326,302 

5,057,297 

2,548,999 

12,770,181 

877,166 

399,798 

1856 

75 

7,899,794 

5,077,248 

2,115,202 

13,066,957 

753,085 

404,562- 

1837 

76 

8,135,735 

4,641,646 

2,116,526 

13,277,621 

703,143 

875,216 

1858 

70 

7,614,200 

2,964,327 

1,743,939 

11,210,245 

615,441 

45,122 

1859 

68 

7,408,945 

3,886,539 

2,472,993 

11,815,127 

663,754 

273.304 

186) 

68 

7,506,890 

4,149,718 

2,499,188 

12,654,794 

670,980 

290,2-25 

1861 

71 

7,656,250 

4,313,005 

2,869,873 

13,406,295 

653,334 

808,707 

1862 

71 

7,970,650 

4,047,780 

3,307,628 

12,679,244 

710,892 

219,371 

1663 

69 

7,983,000 

6,488,478 

5,076,107 

13,658.172 

717,145 

527,107 

1864a.... 

69 

7,152,900 

5,921,428 

5,399,741 

15,501,520 

676,674 

660,973 

1865 

48 

5,533,000 

4,459,495 

3,609,041 

11,820,668 

501,178 

514,191 

♦Including  stocks,  etc.    a,  June  ;  6,  October  ;  c,  May.    Other  dates,  January  l. 
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New  Hampshire. 

The  first  bank  in  New  Hampshire  was  the  New  Hampshire  Bank,  chartered  in 
1792  to  continue  fifty  years.  It  was  located  in  Portsmouth,  and  was  to  have  a  capital 
of  $160,000.  For  ten  years  it  occupied  the  field  alone  ;  but  in  1802  came  the  incorpo- 
ration of  the  New  Hampshire  Union  Bank,  followed  in  1803  by  the  Strafford,  Ports- 
mouth, Coos,  and  Cheshire  Banks,  and  in  1806  by  the  Concord  Bank. 

By  the  original  charter  of  the  Concord  Bank  the  stockholders  were  jointly  and 
severally  liable  in  the  private  capacities  for  the  payment  of  all  notes  ;  but  by  the  act 
■extending  the  charter  in  1824  this  section  was  omitted. 

Little  data  is  accessible  as  to  the  condition  of  New  Hampshire  currency  in  the 
•early  years.  The  crisis  of  about  1809,  however,  which  so  violently  shook  the 
financial  system  of  all  New  England,  seems  to  have  dealt  severely  with  New  Hamp- 
shire. The  notes  of  the  Cheshire  Bank  were  quoted  in  Boston  in  1809  at  a  discount 
of  from  30  to  40  per  cent. ;  those  of  the  Hillsborough  Bank  at  from  30  to  50  per 
-cent.  ;  while  those  of  the  Coos  Bank,  which  was  an  especially  disastrous  failure, 
were  at  a  discount  of  from  40  to  60  per  cent* 

As  the  number  of  the  banks  in  the  State  and  their  indebtedness  to  the  public 
increased  it  became  advisabb  for  the  State  to  exercise  some  control  over  them,  and 
s,n  act  was  passed  June  21,  1814,  which  required  annual  reports  to  be  made  by  the 
banks  to  the  State  authorities.  By  1831  the  number  of  banks  in  operation  was 
twenty-one,  with  an  aggregate  capital  of  $2,065,810,  and  a  circulation  of  $1,107,901. 
The  circulation  of  the  banks  was  limited  to  the  amount  of  the  capital  stock.  But 
the  practice  of  making  loans  to  stockholders  on  the  pledge  of  their  stock  resulting 
in  diminution  of  the  capital  actually  employed,  practically  the  same  as  though  it  had 
never  been  paid  in,  by  the  act  of  July  5, 1837,  it  was  enacted  that  from  and  after  the 
1st  of  January,  1839,  the  amount  of  loans  on  the  pledge  of  capital  stock  should  be 
■deemed  a  diminution  of  capital,  so  far  as  concerns  the  basis  of  circulation,  which 
should  thereafter  be  limited  to  the  amount  of  the  capital  exclusive  of  pledged  stock. 
This  act  also  required  quarterly  reports  to  the  Secretary  of  State  in  lieu  of  the  annual 
reports  as  theretofore. 

In  January,  1832,  acts  were  passed  prohibiting  the  emission  and  circulation  of 
bills  of  small  denominations.  On  July  4,  1838,  owing  to  the  cessation  of  specie  pay- 
ments and  the  consequent  disappearance  of  small  change,  this  last  provision  was 
suspended  until  July  1,  1840. 

As  in  other  New  England  States,  the  years  following  the  financial  crisis  of  1837- 
1839  constitute  a  period  of  liquidation  in  which  banking  materially  declined.  By 
failures  and  voluntary  liquidation  by  stockholders  the  number  of  banks  decreased  from 
twenty-eight  in  1839  to  seventeen  in  1845.* 

♦Among  the  failures  was  that  of  the  Concord  Bank.  Its  paid-up  capital,  which  had  originally  been 
$60,001),  was  increased  in  1824  to  $100,000,  and  a  second  renewal  of  the  charter  extended  the  period  of  its 
■corporate  existence  to  1846.  The  management  seems  to  have  been  left  very  largely  to  the  cashier  alone, 
without  much  attention  either  from  the  State  authorities  or  from  the  Board  of  Directors.  In  1841  the 
Bank  Commissioners  stated  that  no  examination  of  the  affairs  of  the  institution  had  been  made  from 
1812  to  that  time  ;  and  a  statement  of  the  debts  due  the  bank,  made  by  the  cashier  and  laid  before  the 
Board  of  Directors  in  1839,  seems  to  have  been  the  only  statement  even  submitted  to  them,  and  gave 
them  the  first  intimation  of  certain  large  debts  due  the  bank.  Of  the  $196,000  bills  receivable  the 
cashier  himself  had  borrowed  directly  $40,000,  and  as  surety  for  individuals  and  companies  in  which 
he  was  interested  about  $90,000  more.  In  1840  the  Directors  got  certain  parties  to  give  a  bond  for 
$39,000  to  the  Suff  ^lk  Bank  to  secure  the  redemption  of  the  bills  of  the  Concord  Bank,  and  assigned 
$50,000  of  the  best  assets  of  the  bank  to  secure  the  bondsmen.  Owing  to  the  dissatisfaction  of  the 
•Suffolk  Bank  with  this  bond  it  was  replaced  by  one  given  by  certain  stockholders,  and  the  securities 
for  their  indemnity  were  increased  to  $80,000.  On  receiving  the  bond  the  Suffolk  Bank  ceased  to  redeem 
the  notes,  having  then  over  $29,000  of  the  bank's  bills  in  its  vaults.  In  addition  to  these  there  were 
outstanding  about  $59,000  in  bills.  The  deposits  by  individuals  and  by  banks  at  the  same  time 
Amounted  to  about  $70,000.    At  the  time  of  the  failure  the  bank  had  less  than  $700  in  specie. 

In  the  case  of  the  failure  of  the  Wolfborough  Bank,  the  fact  was  brought  out  that  upon  the  incor- 
poration of  the  bank  in  1834  the  entire  capital  of  $100,000  was  paid  in  in  cash  by  the  subscribers,  and 
tipon  the  same  day  the  same  money  was  loaned  to  them,  each  receiving  back  as  a  loan'  the  money  paid 
in  by  him.  The  stock  was  pledged  in  each  case  as  security  for  the  loan.  The  stock  was  largely  owned 
in  New  York,  and  nearly  the  entire  amount  of  its  $38,000  circulation  was  put  in  circulation  at  New  York 
^nd  other  places  out  of  the  State. 

In  1840,  after  the  failure,  the  Commissioners  reported  that  the  officers  of  the  bank  state,  under 
oath,  that  the  bank  had  paid  and  secured  every  dollar  of  circulation  within  the  State,  so  far  as  known  to 
them  ;  and  that  the  bills  of  the  bank  unredeemed  and  unsecured  rested  in  the  hands  of  persons  in  the 
City  of  New  York  ;  and  that  the  bank,  so  far  as  it  had  redeemed  at  all,  had  redeemed  its  bills  at  par. 
They  were  not  then  putting  any  bills  in  circulation,  and  expressed  the  hope  and  belief  that  eventually 
they  should  be  able  at  least  to  redeem  their  entire  circulation.  Of  their  total  loans,  however,  of  $142,000, 
$105,000  had  been  borrowed  by  a  single  individual  without  any  security  except  alien  upon  previously 
mortgaged  real  estate. 

Another  instance  of  the  deceptive  character  and  wholly  unsatisfactory  basis  of  a  capital  stock  not 
actually  paid  in  is  that  of  the  Lancaster  Bank,  organized  in  1&33  with  a  capital  stock  of  $50,000.  The 
records  showed  that  but  25  per  cent,  was  paid  in  cash,  and  the  remainder  in  the  notes  of  stockholders. 
The  capital  actually  paid  in  was  thus  but  $12,500,  against  which  the  bank  had  outstanding,  April  1, 1837, 
circulating  notes  to  the  amount  of  $4S,000.  Here,  as  in  several  other  instances  of  banks  with  insufficient 
foundation,  attempts  were  made  to  sell  the  interests  of  the  stockholders  to  outsiders  :  but  they 
failed. 

The  general  facts  as  to  the  development  of  the  banking  interests  of  the  State  in 
the  period  1831-1866  can  be  obtained  from  the  following  table  : 
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Statistics  of  Banks  of  New  Hampshire. 


Years. 

No.  or 
Banks. 

Capital 
Stock. 

Circulation. 

Deposits. 

Loans  and 
Discounts. 

Specie. 

Bills  op 
other 

liANKS. 

1831 

21 

$2,065,310 

$1,107,901 

$275,055 

$2,915,439 

$483,378a 

1832 

22 

2,176,422 

1,128,091 

264,359 

3,216,1.^9 

321,121a 

1833    .... 

22 

2,271,308 

1,238,643 

361,860 

3,390,826 

464,571a 

1834 

24 

2,454,308 

1,068,145 

314,971 

3,450/20 

354,390 

$92,623 

1835 

25 

2,555,008 

1,347.124 

437,797 

8,805,383 

110,508 

1836 

26 

2,663,308 

1,526,112 

816,570 

4,501,701 

535,960 

84,949- 

1837.  ... 

27 

2,839,508 

1,662,953 

1,147,374 

4,829,562 

790,175 

154,30ft 

1838 

27 

2,839,500 

1,111,074 

466,092 

4,200,245 

148,793 

109,308- 

1839 

28 

2,939  500 

1,510,691 

522,036 

4,476.442 

187,961 

128,81ft 

1840 

27 

2,837,508 

1,088,750 

420,801 

4,099,612 

193,359 

64,594 

1841 

26 

2,735,000 

1,229,708 

429,532 

3,859,853 

194,311 

110,263 

1842 

27 

2,789,500 

1,027,488 

371,234 

3,831,454 

177,071 

115,493 

1843 

24 

2,469,200 

916,147 

354,395 

3,173,825 

162,126 

182,743 

1844 

19 

2,008,298 

1,021,914 

394,778 

2,760,009 

137,253 

75  830- 

1845 

19 

1,587,488 

1,124,531 

696,492 

2,768,730 

136,187 

100,397 

1846 

17 

1,619,000 

1,375,985 

544,987 

3,015,139 

126,679 

86,541 

1847.   ... 

19 

1,738,500 

1,508,129 

479,348 

3,174,999 

141,794 

87,302 

1848 

21 

2,088,000 

1,514,420 

440,332 

3,613,736 

161,711 

64,198 

1849 

23 

2,178,000 

1,508,608 

443,639 

3,779,509 

155,707 

51,455 

1850 

22 

2,203,950 

1,751,096 

453,671 

3,852,157 

149,571 

109,817 

1852 

31 

3,076,000 

2,625,707 

743,857 

5.669,446 

175,157 

120,929 

1853 

35 

3,376,000 

3,021,579 

868,357 

6,518.188 

180,239 

157,667 

1854.... 

36 

3,626,000 

3,079,548 

775,410 

6,891,621 

176,434 

124,860- 

1855 

46 

4,449,300 

3,589,482 

958,474 

8,037,427 

236,411 

241,383 

1856 

49 

4,831,000 

3,677,689 

1,058,803 

8,846,421 

230,013 

136,504 

1857 

47 

5,041,000 

2,289,939 

875,789 

7,389,813 

275,933 

158,132 

1858     ... 

52 

5,041,000 

3,115,643 

1,069,920 

8,250,754 

294,423 

170,994 

1859 

52 

5,016,000 

3,271,183 

1,187,991 

8,591,688 

255,278 

181,964 

1860 

51 

4,981,000 

3,332,010 

1,234,627 

8,794,948 

243,719 

157,385 

1861 

52 

5,031,000 

2,994,408 

1,376,853 

8,368,941 

318,106 

203.822 

1863 

52 

4,678,700 

4,192,034 

1,725,866 

7,513,369 

356,000 

314,327 

1864 

50 

4,595,500 

4,294,787 

1,714,089 

9,271,391 

236,779 

1865 

45 

3,949,725 

3,554,568 

1,418,126 

7,848,007 

152,261 

1866 

22 

1,114,900 

1,023,252 

314,078 

2,324,858 

20,905 

a.  Including  deposits  in  Boston  for  redemption. 


Vermont. 

In  1806,  after  repeated  unsuccessful  attempts  on  the  part  of  individuals  to  secure 
the  incorporation  of  a  bank,  the  Legislature — for  the  purpose  of  superseding  private 
applications  and,  as  was  supposed,  securing  to  the  State  the  whole  profits  of  banking — 
created  the  Vermont  State  Bank,  to  be  the  property  of  the  State  and  managed  by  13 
directors  chosen  by  the  Legislature.  The  treasurer  of  the  State  advanced  about  $500- 
to  buy  plates  and  paper,  which  was  the  extent  of  the  actual  capitalization  of  the  insti- 
tution. No  bills  were  to  be  issued  at  either  of  the  two  branches  in  excess  of  the  specie 
on  hand  until  that  should  amount  to  $25,000  ;  after  which  it  was  authorized  to 
issue  not  exceeding  three  times  the  amount  of  specie  until  it  amounted  to  $300,000. 
The  manner  in  which  the  bank  went  into  operation  seems  to  have  been  by  exchanges 
of  specie  for  notes,  dollar  for  dollar,  made  by  prospective  borrowers  until  the  required 
$25,000  specie  was  obtained,  and  then  loans  were  made  to  them  in  the  bills  of  the 
bank. 

The  bank  commenced  the  issue  of  bills  in  February,  and  by  September  30,  accord- 
ing to  a  report  by  the  directors,  *  there  had  been  loaned  $139,757.23.  The  bills  were 
of  the  denominations  of  50c,  75c,  $1,  $1.25,  $1.50,  $1.75,  $2  and  $5. 

The  scheme  worked  so  well  at  the  outset  that  in  1807  two  other  branches  were 
established.  To  give  confidence  to  the  holders  of  the  bills,  the  treasurer  was  directed 
to  deposit  in  the  branches  all  the  funds  of  the  State  ;  and  by  various  enactments 
the  credit  of  the  State  became  fully  pledged  for  the  redemption  of  the  bills  of 
the  bank.  But  having  in  other  respects  no  real  capital,  it  was  soon  found  that 
the  bank  was  in  danger  of  suffering  from  the  want  of  punctuality  on  the  part  of 
debtors  and  the  slow  process  of  collections  in  the  ordinary  course  of  law  ;  to  remedy 
which,  in  1809,  the  cashiers  were  virtually  constituted  a  court  of  record  and  authorized 
to  enter  up  judgment  summarily  and  issue  execution  on  all  debts  due  more  than  three 
days  to  their  respective  branches.    Thus  did  Vermont  introduce  practically  the  same 

*  Thi"  report  closes  with  the  following  :  "  The  obstacles  which  were  inseparable  from  an  insti- 
tution established  on  principles  hitherto  unattempted  in  the  banking  system  have  been  happily  sur- 
mounted and  the  practicability  of  those  principles  established.  The  high  credit  and  extensive  circulation 
of  our  bills,  we  trust,  are  sufficient  to  inspire  the  public  confidence,  and  to  insure  a  continuance  of  their 
patronage.  Under  the  fostering  care  of  the  Legislature,  we  are  induced  to  believe  that  this  institution 
may  become  highly  conducive  to  the  convenience  of  the  citizens,  and  a  productive  source  of  revenue  to 
the  State." 
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*'  bank  process"  as  that  described  at  more  length  in  connection  with  early  banking  in 
.Rhode  Island. 

In  1810  the  loans  were  restricted  to  twice  the  amount  of  specie  on  hand,  and  in 
no  case  to  exceed  $1,000  to  any  one  person  or  company.  The  bills  were  also  made  a 
legal  tender  for  taxes  and  in  redemption  of  property  sold  for  non-payment  of  taxes. 
All  this  availed  nothing,  however  ;  by  1811  one  branch  had  been  closed,  and  a  com- 
jnittee  was  appointed  to  inspect  the  others,  which  were  well  on  the  way  to  insolvency. 
In  1812  a  land  tax  was  assessed  upon  the  State  of  one  cent  per  acre  for  the  pur- 
pose of  raising  funds  with  which  to  redeem  the  bills  of  the  bank,  the  affairs  of  which 
were  being  closed  as  speedily  as  possible. 

The  amount  of  loss  to  the  State  treasury  was  never  definitely  ascertained.  All 
•other  creditors  of  the  bank  were  paid  in  full.  About  $230,000  of  the  bills  received  by 
the  treasurer  of  the  State  were  never  redeemed  by  the  bank — viz.  :  $130,000  received 
in  payment  of  taxes  prior  to  the  imposition  of  the  land  tax,  and  about  $100,000  raised 
by  the  land  tax  for  the  redemption  of  such  as  were  then  outstanding.  The  assets  of 
the  bank  were  reported  as  being  available  for  about  $30,000  ;  but  whether  more  or  less 
was  realized  is  net  apparent.  Accepting  this  estimate,  it  would  seem  that  the  State 
lost  about  $200,000  on  the  venture.  The  affairs  of  the  bank  were  not  all  settled  up 
until  about  1845. 

After  the  disastrous  ending  of  the  State  Bank  it  was  not  until  1817  that  another 
banking  institution  was  incorporated  in  the  State.  In  that  year  a  charter  was  granted 
for  a  bank  at  Windsor,  with  a  capital  of  $150,000.  But  it  contained  a  clause  making 
the  stockholders  liable  in  their  r.ersons  and  property  for  all  demands  against  the  bank 
which  should  not  be  paid  within  three  days  after  due.  This  was  sufficient  to  discour- 
age subscriptions,  and  no  attempt  was  made  to  put  the  bank  into  operation.  The 
next  year  a  charter  free  from  the  obnoxious  provision  was  secured. 

In  3818  the  Windsor  and  Burlington  banks  were  incorporated,  to  continue  until 
January  1,  1834.  with  nominal  capitals  of  $100,000  and  $150,000,  respectively.  Brat- 
tleborough  Bank  was  next  chartered  in  1821,  with  a  capital  of  $100,000.  Between 
1824  and  1827  charters  were  freely  given,  and  by  the  latter  date  ten  were  in  existence. 
Prior  to  1831  there  was  no  general  statute  in  force  relating  to  banks  ;  but  the 
powers,  duties  and  liabilities  of  each  were  regulated  by  its  separate  act  of  incorporation 
— the  charters  of  the  several  banks  being  nearly  uniform  in  their  provisions.  In  gen- 
eral the  limit  of  the  amount  of  capital  only  was  specified  ;  but  a  bank  might  go  into 
-operation  upon  the  payment  of  a  small  proportion  of  its  nominal  capital,  and  the 
-amount  of  additional  capital  actually  employed  depended  upon  such  assessments  on 
the  stockholders  as  the  directors  might  from  time  to  time  make.  The  banks  were  re- 
quired to  pay  their  bills  and  liabilities  on  demand  in  specie  ;  were  prohibited  from 
•dealing  in  real  estate  or  goods  and  limited  to  six  per  cent,  interest  charges.     Their 


Statistics  of  Banks  of  Vekmont. 


Years. 

No.  OF 
Banks. 

Capital 
Stock. 

Circula- 
tion. 

Deposits. 

Loans  and 
Discounts. 

Specie. 

Notes  op 
other 
Banks. 

1834 

17 

$921,815 

$1,463,713 

$180,792 

$1,870,813 

$50,958 

$66,442 

1836 

19 

1,125,624 

2,086,860 

348,875 

2,594,675 

76,802 

126,048 

1837 

19 

1,274,970 

1,457,441 

282,283 

2,405,249 

97,333 

53,793 

1838 

19 

1,304,530 

2,043,843 

330,772 

2,705,367 

157,033 

118,196 

1839 

19 

1,325,530 

1,966,812 

308,349 

2,888,812 

129,319 

92,684 

1840 

17 

1,196,770 

1,099,784 

238,574 

2,011,296 

120,315 

74,041 

1841 

17 

1,116,026 

1,599,458 

217,373 

2,121,581 

94.507 

82,777 

1842 

17 

1,153,997 

848,491 

217,177 

1,832,497 

89,266 

■;2,176 

1843 

16 

1,120,000 

1,287,369 

223,439 

1,863,290 

74,990 

86,591 

1844 

17 

1,137,500 

1,743,807 

289,079 

2,225,245 

92,562 

154,471 

1845.  ... 

17 

1,138,360 

1,400,617 

261,837 

2,314.929 

109,137 

68,723 

1846 

17 

1,161,080 

1,559,832 

329,723 

2,449,678 

89,208 

66,162 

1847 

18 

1,287,442 

2,353,681 

394,560 

2,908,567 

105,684 

158,791 

1843 

21 

1,596,695 

1,733,482 

273,477 

2,831,587 

121,048 

78,552 

1849 

24 

1,826,975 

2,322,960 

330,195 

8,613,227 

120,798 

151,049 

1850 

27 

2,197,240 

2,856,027 

546,703 

4,423,719 

127,325 

127,637 

1851 

31 

2,603,112 

8,377,027 

627,777 

5,566,193 

179,050 

122,003 

1832 

32 

2,721,168 

3,779,131 

872,420 

5,660,724 

176,379 

168,683 

1853.      .. 

33 

2,914,040 

4,764,489 

734,216 

6,840,932 

188.173 

185,999 

1854 

40 

3,275,656 

3,986,709 

745,170 

6,572,951 

196,680 

125,902 

185  "> 

42 

8,603,460 

3,704,341 

801,039 

6,710,928 

201,548 

51,556 

1^53 

41 

3,856,946 

3,970,720 

797,535 

7,302,951 

208,8^8 

43,146 

ia57 

41 

4,028,740 

4,275,517 

746,557 

7,905,711 

188,588 

122,923 

1*58 

41 

4,082,416 

3,024,141 

615,874 

6.392,992 

178,556 

41.780 

1859 

46 

4,029,240 

8,882,983 

787,834 

6,946,523 

198,409 

69,485 

1860 

44 

3,872,642 

3,784,673 

814,623 

6,748,500 

185,670 

58,558 

188! 

40 

3,916,00) 

2,522,687 

715,207 

6,013,730 

173.33-' 

1352 

40 

3,911,000 

5,621,851 

925,627 

7,124,697 

199,813 

1883 

40 

3,916,000 

5,723,596 

9,084,674 

159,218 

*405i2S3 

^Including  United  States  Treasury  notes. 
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total  debts  could  not  exceed  their  deposits  and  three  times  their  capital.  And  inas- 
much as  their  debts,  exclusive  of  deposits,  consisted  mainly  of  their  circulation,  this 
amounted  to  a  limitation  of  their  circulation  to  three  times  their  capital.  In  case  of 
■excess  of  indebtedness,  the  directors  under  whose  administration  it  occurred  were 
•made  liable  in  their  private  capacities.  As  an  additional  security  to  the  public,  each 
•of  tbe  directors  was  required  to  give  bonds,  usually  for  the  sum  of  $8,000,  to  the 
State  Treasurer,  conditioned  upon  the  faithful  discharge  of  the  duties  of  his  office. 

In  1831  an  act  wps  passed  modeled  closely  upon  the  "Safety-Fund  Act"  of  New 
Tork.  Its  leading  object  was  to  create  a  fund  out  of  which  the  creditors  of  any  bank 
that  should  become  insolvent  migbt  be  paid.  For  this  purpose  each  bank  thereafter 
chartered  was  required  to  pay  into  the  State  Treasury  the  sum  of  4$  per  cent,  upon  the 
amount  of  its  capital  stock,  in  six  annual  installments.  In  case  the  fund  was  reduced 
by  the  failure  of  any  banks  it  was  to  be  made  up  by  assessments  by  the  State  Treasurer 
upon  the  several  banks,  not  exceeding  three-fourths  of  one  per  cent,  in  one  year.  The 
fund,  until  used  for  the  purposes  designated,  was  to  remain  the  property  of  the  respec- 
tive banks  contributing,  and  the  balance  of  the  income  from  its  investment,  after  de- 
ducting the  expenses  of  Bank  Commissioners,  for  whose  appointment  provision  was 
made,  was  to  be  paid  to  such  banks,  annually  ;  and  on  the  expiration  of  the  charter  of 
any  bank  its  contribution  to  the  fund,  if  not  required  to  indemnify  the  creditors  of 
any  other  bank  which  had  become  insolvent,  was  to  be  returned  by  the  Treasurer. 

This  act  also  provided  that  no  bank  should  go  into  operation  until  at  least  one-half 
the  capital  was  paid  in.  In  other  particulars  the  banks  were  to  be  governed  by  their 
charters,  which  were  renewed  under  the  Act  of  1831  without  important  modi- 
fication. In  place  of  the  annual  tax  of  six  per  cent,  upon  dividends,  which  the  State 
had  previously  imposed,  a  tax  of  ten  per  cent,  on  profit  was  substituted. 

In  1842  the  General  Assembly  passed  an  additional  act  relating  to  banks,  the  im- 
portant part  of  which  was  a  provision  that  banks  thereafter  chartered  might  be  relieved 
from  the  contribution  to  the  Safety  Fund  if  the  directors  should  execute  satisfactory 
bonds  conditioned  that  they  should  "at  all  times  pay  and  redeem  according  to  law  all 
bills  issued  by  such  bank,  and  should  pay  and  refund  all  deposits  made  in  such  bank 
when  such  payments  were  demanded."  This  act  also  required  not  only  that  one-half 
of  the  capital  should  be  paid  before  the  bank  went  into  operation,  but  that  the  other 
half  should  be  paid  in  within  two  years.  Loans  to  directors,  stockholders  and  single 
individuals  were  also  more  strictly,  limited  than  theretofore. 

Another  part  of  the  act  provided  for  a  fixed  tax  of  one  per  cent,  per  annum  upon 
•capital  in  lieu  of  the  tax  of  10  per  cen  .  on  profits,  but  remitted  this  tax  to  such  banks 
as  should  ' '  keep  a  sufficient  deposit  of  funds  in  the  city  of  Boston,  and  should  at  that 
city  uniformly  cause  its  bills  to  be  redeemed  at  par."  This  seems  to  have  been  the 
first  official  recognition  and  encouragement  of  the  so-called  "Suffolk  redemption 
system  by  the  State.  The  extension  of  the  advantages  of  this  exemption  from  tax  to 
the  other  banks,  provided  they  should  give  bonds,  together  with  the  natural  advantages 
accruing  from  the  system  itself,  eventually  brought  them  all  into  the  redemption 
system,  though  as  late  as  1848  three  of  them  still  refused  to  maintain  the  required  de- 
posit at  Boston.     By  1850,  however,  all  were  in  line. 

In  1839  the  Essex  Bank  was  placed  in  the  hands  of  receivers.  This  bank,  incor- 
porated in  1832  under  the  safety-fund  system,  with  a  nominal  capital  of  $40,000  had 
liad  called  in  but  $25,000  of  it.  The  bank  had  made  large  loans  to  persons  outside  of 
the  State,  and  at  the  time  of  its  failure  a  large  part  of  this  was  uncollectable.  Its 
statement  showed  a  circulation  of  $66,262,  and  deposits  $3,798,  to  meet  which  there 
were  bills  discounted  aggregating  $98,537  ;  yet  the  Bank  Commissioner  reports  that, 
from  what  he  can  learn  from  the  receiver,  he  must  conclude  that  the  effects  in  his 
hands,  and  all  the  safety  fund  then  paid  in,  and  that  the  banks  then  chartered  would 
be  required  to  pay  in,  would  be  insufficient  to  redeem  the  bills  of  the  bank. 

The  report  of  the  committee  of  the  General  Assembly  on  the  Essex  Bank,  Octobei 
~24,  1842,  contains  the  following  : 

"  Your  committee  further  report  that,  in  their  opinion,  the  Legislature,  in  granting  the  charters 
of  the  several  safety-fund  banks,  and  by  the  several  laws  they  have  enacted  in  relation  to  them,  have 
endeavored  to  protect  the  rights  of  all  persons  who  may  have  any  concern  with  or  interest  in  them. 
Under  these  laws  a  bank  fund  nas  accumulated  to  a  large  amount,  which  the  law  has  intended  for  the 
payment  or  redemption  of  the  bills  of  any  safety-fund  bank  which  may  become  insolvent  through  mis- 
fortune and  without  the  fault  of  its  officers.  It  h  s  also  made  ample  provision  for  the  protection  of 
the  billholders  against  the  frauds  of  such  officers,  by  requiring  laru;e  bonds  for  the  faithful  discharge  of 
their  official  duties  to  be  lodged  with  the  Treasurer  of  the  State;  and  when  the  insolvency  has  been 
occasioned  by  the  fraudulent  conduct  or  neglect  of  such  officers,  adequate  remedy  may  be  obtained 
by  the  billholders  by  a  prosecution  of  such  officers  in  ths  manner  prescribed  by  law. 

The  billholders  being  the  persons  immediately  injured  by  the  failure  of  the  bank  to  redeem 
its  bills,  and  the  inability  so  to  do  being  produced  by  the  fraudulent  acts  of  its  officers,  no  doubt 
can  exist  but  that  suits  upon  their  bonds  can  be  resorted  to  by  the  billholders  for  their  indemnification. 

In  all  cases  where  officers  have  performed  iheir  duties  faithfully,  and  have  been  guilty  of  no 
breach  of  the  conditions  of  their  bonds,  then  no  source  can  remain  from  which  remuneration  can 
oe  obtained  by  the  billholder  but  thj  bank  fund. 

And  as  it  was  manifestly  the  intention  of  th «  Legislature  that  the  interest  of  all  persons  con- 
cerned shall  be  equally  guarded  and  protected,  we  think  that  this  construction  of  the  law  would  evidently 
effect  that  object;  but  if  billholders  are  permitted  to  resort  to  the  bank  fund  for  the  redemption  of 
the  bills  of  insolvent  banks,  without  regard  to  the  manner  in  which  that  insolvency  was  produced, 
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it  is  manifest  that  no  person  would  seek  redress  by  a  suit  on  the  bonds  while  a  single  dollar  of  the 
bank  fund  shall  remain  in  the  treasury. 

Your  committee  are  clearly  of  the  opinion  that  the  billholders  of  insolvent  cafety-fund  banks 
made  so  by  the  misconduct  of  their  officers  should  never  be  permitted  to  have  indemnity  from  the- 
bank  fund  while  they  may  obtain  redress  by  a  suit  on  the  bonds  of  the  officers.  To  permit  su^h. 
billbolders  to  resort  to  the  bank  fund  for  redress  would  be  th  height  of  mjustice  ;  it  would  be 
taking  the  money  of  those  banks  which  have  honestly  aad  judiciously  conducted  their  business  to> 
pay  the  damages  occasioned  by  the  fraud  of  others  at  the  same  time  depriving  the  State  o{  the  use 
and  income  of  the  bank  fund,  and  destroying  the  security  of  the  billholders,  while  those  who  have 
been  guilty  of  the  most  barefaced  frauds  wouid  go  unpunished.  In  short,  it  would  be  punishing  the 
mnoceut  and  rewarding  the  guilty." 

The  amount  of  the  Bank  Fund  in  1850  was  $40,216. 

One  result  of  the  attention  directed  to  the  disproportion  between  the  amount  of 
bills  issued  and  the  capital  paid  in  was  an  act  in  1840  limiting  the  circulation  io  twice> 
the  capital,  instead  of  three  times  its  amount  as  before. 

CURRENT  REDEMPTION. 

EARLY   METHODS. 

The  most  interesting  feature  about  the  banking  experience  in  New  "England  wa9 
the  system  of  bank-note  redemption  which  was  there  developed — a  system  which  not 
only  had  a  vast  influence  in  consolidating  all  the  New  England  banks,  without  regard 
to  the  individual  States  by  which  they  were  chartered,  into  one  single  banking  system, 
with  its  centre  at  Boston,  but  contributed  more  than  almost  any  other  agency  to  the 
remarkable  success  of  its  currency  in  the  essential  matters  of  safety,  convertibility  and 
elasticity 

"  The  business  man  of  to-day,"  says  Mr.  D.  R.  Whitney,  in  his  admirable  history 
of  the  Suffolk  Bank,  "knows  little  by  experience  of  the  inconvenience  and  loss  suf- 
fered by  the  merchant  of  sixty  years  ago  arising  from  the  currency  in  which  debts  were 
then  paid.  *  *  *  The  merchant  of  1818,  receiving  payment  in  banknotes,  assorted 
them  into  two  parcels,  current  and  uncurrent.  In  the  first  he  placed  the  notes  issued 
by  the  solvent  banks  of  his  own  city,  in  the  other  the  bills  of  all  other  banks.  Upon 
these  latter  there  was  a  discount,  varying  in  amount  according  to  the  location  and  the 
Credit  of  the  bank  issuing  them.  How  great  the  discount  was  he  could  learn  only  by 
consulting  the  "Bank  Note  Reporter,"  or  by  inquiring  at  the  nearest  exchange 
office  ;  and  he  could  avail  himself  of  them  only  by  selling  them  to  a  dealer  in  uncur- 
rent money.  He  could  neither  deposit  them  nor  use  them  in  payment  of  his  notes  at 
a  bank.  The  discount  on  them  varied  from  one  per  cent,  upward,  according  to  the 
distance  the  bills  had  to  be  sent  for  redemption  and  the  financial  standing  of  the  bank 
by  which  they  were  issued.  Many  banks  were  established  in  remote  places  mainly 
for  the  purpose  of  making  a  profit  on  circulation.  The  more  distant  they  were  from 
the  business  centres  the  more  expensive  it  was  to  send  their  bills  home  for  redemption, 
and  the  more  difficult  it  was  for  the  general  public  to  know  their  true  financial 
condition." 

Even  earlier  than  the  period  of  which  mention  is  here  made  the  condition  was  less- 
settled,  but  no  more  satisfactory.  For  a  few  years,  while  the  only  notes  in  circulation 
were  those  payable  in  Boston,  they  were  preferred  to  specie  both  in  town  and  country; 
but  as  soon  as  notes  issued  by  banks  some  distance  removed  came  into  circulation,  the 
question  arose  whether  or  not  they  should  be  received  by  the  Boston  banks  at  par. 
The  practice  was  fluctuating,  sometimes  at  par  and  sometimes  at  a  small  discount. 
The  country  banks,  sustained  by  public  opinion,  protested  against  those  of  Boston 
sending  home  their  bills  for  redemption  ;  and  finally  in  1796,  the  Boston  banks  gave 
up  receiving  them  altogether.*  The  result  was  that  the  bills  of  the  country  banks 
filled  almost  exclusively  the  channels  of  circulation,  even  in  Boston,  and  thus  was  a 
double  currency  introduced — "foreign"  or  "current"  money,  and  "  Boston"  money. 
At  this  time,  of  course,  means  of  communication  were  slow  and  inadequate  ;  and  the 
rapid  spread  of  banking  in  1803  and  1804  had  resulted  in  the  incorporation  of  what  at 
that  time  must  have  seemed  a  multitude  of  banks,  of  the  condition  of  which  little  could 
be  ascertained.  In  1804  an  institution  was  established  called  the  "  Boston  Exchange 
Office,"  the  object  of  which  seems  to  have  been  to  extend  and  equalize  the  circulation 
of  foreign  bank  notes,  in  which  currency  it  received  deposits,  collected  notes  and 
made  discounts.  \      This  seems  to  have  been  the  first  attempt  at  anything  beyond 

*  In  this  connection,  it  may  be  noted  that  the  early  records  of  Connecticut  show  that  the  Union 
Bank  of  New  London,  the  second  bank  in  the  State,  began  a  practice  of  sending  specie  to  Boston 
to  redeem  their  bills  in  the  hands  of  one  of  the  banks  there.  That  this  was  quite  exceptional, 
however,  is  evident  from  the  fact  that  in  April,  1796,  a  letter  was  received  from  an  officer  of  the 
Union  Bank  in  Boston  in  which  he  said  that  the  banks  of  that  city  had  experienced  so  much  incon- 
venience from  the  increase  of  foreign  bills  that  they  had  agreed  not  to  receive  the  bills  of  any  bank 
out  of  Boston,  and  that  they  regretted  extremely  being  obliged  to  apply  .the  rule  to  the  case  of  the 
Union  Bank  of  New  London,  for  if  the  other  banks  had  been  as  attentive  to  the  redeeming  of  their 
bills  as  that  bank  no  suca  regulation  would  have  been  necessary.  A  correspondence  ensued  which 
resulted  in  the  appointment  of  this  officer  of  the  Union  Bank  in  Boston  as  the  agent  for  the 
redemption  of  the  notes  of  the  hank  at  Boston,  he  being  furnished  with  funds  in  advance  for  that 
purpose.    No  evidence  is  at  hand  that  any  other  bank  made  similar  provision  for  their  bills. 

+  "  The  said  corporation  shall  have  liberty  to  establish  and  keep  in  Boston  a  fund  of  $150,000  in 
current  bank  bills  of  this  Commonwealth  and  a  further  sum  in  specie  of  $50,000.      *     *     *     Th* 
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individual  action  in  dealing  with  the  problem.  The  experience,  however,  was  not 
satisfactory  and  the  hills  of  the  banks  more  readily  accessible  continued  to  be  sent 
home  for  specie,  and  the  discount  on  the  rest  increased  to  four  or  five  per  cent. 

Nothing  further  is  heard  of  the  Boston  Exchange  Office,  and  in  1808  the  merchants 
and  dealers  of  the  City,  having  found  the  existing  condition  of  the  currency  injurious 
to  their  business  interests,  raised  a  fund  for  the  purpose  of  sending  home  bills  received 
in  business  and  enforcing  their  redemption.  This  move,  however,  was  too  sudden, 
and  the  failure  of  severaubanks  which  had  issued  notes  without  much  preparation  for 
their  redemption  was  the  result. 

The  year  1813  was  marked  by  an  important  movement  toward  reforming  the  con- 
dition of  the  bank-note  currency  in  this  regard,  through  the  agency  of  the  New 
England  Bank,  which  commenced  operations  October  5  of  that  year.  The  condition 
of  the  local  currency  of  Boston  was,  at  this  time,  in  the  main  satisfactory ;  but  the 
notes  of  banks  in  New  York  and  all  the  New  England  States— many  of  them  of 
doubtful  solvency — were  spread  broadcast  over  the  country  and  found  ready  accept- 
ance even  at  Boston,  where  they  almost  monopolized  the  field.  Scarcely  a  dollar  of 
Boston  paper  could  be  seen.  The  reason  was  not  far  to  seek.  The  notes  of  foreign 
banks — so  long  as  they  were  known  to  be  solvent — passed  readily  from  hand  to  hand 
in  ordinary  business  transactions,  but  at  the  banks  they  were  not  accepted.  Persons 
having  payments  to  make  at  the  bank  therefore  found  it  advisable  to  lay  aside  any 
notes  of  Boston  banks  which  might  come  into  their  hands,  as  such  notes  and  specie 
Were  the  only  forms  of  currency  accepted  at  par  by  the  banks,  while  foreign  notes, 
tvhich  were  readily  accepted  in  business,  were  paid  out  again  and  thus  kept  in  circu- 
lation. •  *The  ordinary  method  of  procedure  when  the  holder  of  any  of  these  foreign 
bills  wished  either  to  make  a  payment  at  a  bank  or  to  procure  specie  was,  instead  of 
sending  them  to  the  issuing  banks  for  redemption  in  specie,  to  exchange  them  at  a 
discount  with  some  one  in  Boston  who  would  give  him  Boston  money. 

This  discount  in  1813  was  much  greater  than  the  actual  expense  and  losses 
incurred  would  justify,  and  to  its  reduction  the  New  England  Bank  set  itself.  It 
immediately  gave  notice  that  it  would  charge  those  who  wished  to  avail  themselves  of 
such  an  arrangement  only  the  actual  cost  of  sending  foreign  money  home  to  the  issu- 
ing bank  and  obtaining  specie  for  it.  The  result  was  that  the  rates  of  discount,  both 
on  bills  of  Massachusetts  banks  out  of  Boston  and  on  those  of  reasonably  sound  banks 
in  other  States,  were  very  materially  lessened. 

This,  however,  subjected  foreign  banks  to  the  necessity  of  being  prepared  for 
more  prompt  and  certain  redemption  than  they  had  been  obliged  to  make  preparation. 
sov,  and  some  of  them  opposed  it  vigorously.* 

The  Suffolk  Bank  System. 

The  system  inaugurated  by  the  New  England  Bank  did  not  do  away  with  the 
discount  in  Boston  upon  foreign  notes.  It  merely  brought  it  down  to  more  nearly  the 
actual  cost ;  and  instead  of  four  per  cent,  or  five  per  cent.,  the  usual  rate  in  the  years 
1814-18  was  about  one  per  cent,  for  notes  of  Massachusetts  banks,  and  somewhat  more 
for  those  of  other  States.  f> 

,  In  1818  the  Suffolk  Bank  was  incorporated  and  went  into  operation  in  Boston. 
Almost  immediately  the  directors  turned  their  attention  to  foreign  exchange,  and  in 
1819,  seeing  that  they  might  add  to  the  profits  of  the  bank  by  buying  country  bank 
notes  at  a  discount  and  sending  them  home  for  redemption,  they  determined  to  give 
special  attention  to  that  branch,  ^he  committee  by  which  the  matter  had  been  con- 
sidered had  reported —  ^ 

"  That  it  is  expedient  to  receive  at  the  Suffolk  Bank  the  several  kinds  of  foreign 
money  that  are  now  received  at  the  New  England  Bank,  and  at  the  same  rates.  That 
if  any  bank  will  deposit  with  the  Suffolk  Bank  $5,000  as  a  permanent  deposit,  with 
such  further  sums  as  shall  be  sufficient  from  time  to  time  to  redeem  its  bills  taken  by 
this  bank,  such  bank  shall  have  the  privilege  of  receiving  its  own  bills  at  the  same  dis- 
count at  which  they  are  purchased."  They  further  recommended  "that  the 
banks  located  in  Providence  and  Newport,"  and  twenty -three  other  banks  then  keeping 
an  account  with  the  Suffolk,  "  shall  have  the  privilege  of  receiving  such  of  their  bills 

■aid  corporation  shall  neither  directly  nor  indirectly  run  npon,  or  make  a  demand  for  specie  on  any 
of  the  incorporated  banks  of  this  Commonwealth,  or  which  may  hereafter  be  incorporated,  which  may 
cause  distre  s  ;  nor  knowingly  furnish  any  person  or  persons  with  bills  for  that  purpose  ;  and  in  order 
that  an  impartial  currency  may  be  given  to  the  bills  of  this  Commonwealth,  said  bills  shall  at  all  times 
be  paid  out  promiscuously,  as  they  are  received  ;  and  the  said  corporation  is  hereby  restricted  from, 
asking  or  receiving  a  premium  for  exchanging  the  bills  of  any  one  bank  aforesaid,  for  those  of  any 
other  of  this  Commonwealth,  or  for  specie,  or  to  purchase  the  bills  of  any  bank  of  this  Common* 
wealth  at  a  discount,  during  its  continuance."— Act  of  June  23,  1804. 

This  institution  was  subject  to  some  of  the  restrictions  of  the  banks  of  the  State,  and  might 
discount  to  the  amount  of  one-third  the  specie  and  bills  on  deposit ;  but  could  issue  no  notes  of  its  own. 

*  In  1814  three  wagon  loads  of  specie  being  transported  from  New  York  to  Boston  by  the  New 
England  Bank  w  ere  seized  at  Chester  by  the  Collector  of  New  York  on  the  pretext  that  it  was  the 
intention  of  the  New  England  Bank  to  send  the  money  to  Canada  ;  the  real  reason  for  the  seizure  was 
obviously  enough  the  hostility  of  the  New  York  banks  to  the  redemption  programme  of  the  New 
England.  The  restoration  of  the  specie  was  secured  through  a  petition  of  the  Massachusetts  Legir 
iatuxe  to  the  President. 
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as  may  be  received  by  the  Suffolk  Bank  at  the  same  discount  as  taken,  without  the 
permanent  deposit  of  $5,000,  provided  said  banks  will  make  all  their  deposits  at  the 
Suffolk  Bank,  and  at  all  times  have  money  sufficient  to  redeem  the  bills  taken."  Also, 
"  That  should  any  bank  refuse  to  make  the  deposit  required,  the  bills  of  such  bank 
shall  be  sent  home  for  payment  at  such  times  and  in  such  manner  as  the  directors  may 
hereafter  order  and  direct."  The  president  was  also  authorized  to  compound  with 
any  bank  not  to  pui  chase  its  bills. 

The  re?u.t  of  the  hearty  action  of  the  Suffolk  Bank,  in  accordance  with  thh  report 
of  its  cotrmiuee,  was  a  lively  competition  with  the  New  England  Bank,  which  soon 
brought  the  rate  of  discount  on  Massachusetts  bills  down  to  one-half  of  one  per  cent., 
or  even  less.  But  even  this,  though  so  much  less  than  in  earlier  yea-  s,  still  operated 
as  a  premium  to  keep  the  bills  of  the  country  banks  in  circulation,  in  preference  to 
funds  which  could  be  used  at  par  in  payments  of  the  Boston  banks. 

A  committee  of  the  directors  of  the  Suffolk  Bank,  April  10,  1824,  laying  before 
the  otner  banks  of  Boston  their  plans  for  checking  the  enormous  issues  of  the  country 
banks,  especially  those  of  Maine,  called  attention  to  the  fact  that  the  11  banks  of  Bos- 
ton possessed  a  capital  of  $11,150,000  out  of  a  total  for  all  New  England  of  less  than 
$20,000,000 ;  yet  that  the  country  banks  furnished  $7,500, OOOof  the  circulating  medium, 
while  the  banks  of  the  city,  with  a  capital  more  than  equal  to  all  the  rest,  kept  in  what 
might  be  fairly  termed  permanent  circulation  only  $300,000.  They  stated  that  in  less 
than  three  months  the  Suffolk  Bank  had  received  nearly  $1,000,000  in  country  paper, 
the  greater  part  of  which  had  been  sent  home  for  collection  or  redeemed  by  agents  in 
Boston.  As  the  benefits  proposed — an  increased  circulation  and  discounts— would  be 
common  to  all  the  banks  of  the  city,  this  committee  proposed  a  co-operation  of  all  the 
city  banks  in  measures  by  which,  if  vigorously  pursued,  the  banks  might  obtain  a 
circulation  of  $3,000,000  and  a  proportionate  increase  in  their  deposits. 

The  result  was  an  agreement,  between  the  Suffolk  and  six  other  Boston  banks 
under  which  a  fund  of  $300,000  was  furnished  in  the  notes  of  the  several  banks  in  the 
following  proportions :  State  Bank,  $50,000;  Massachusetts  Bank,  $50,000;  Union 
Bank,  $40,000;  Manufacturers  and  Mechanics'  Bank,  $40,000;  Columbian  Bank, 
$30,000  ;  Eagle  Bank,  $30,000  ;  Suffolk  Bank,  $60,000. 

These  bills  were  placed  in  the  hands  of  the  Suffolk  Bank,  which  was  to  pay  them 
out  in  equal  proportions  in  purchase  of  country  back  notes.  To  carry  out  the  scheme 
it  was  agreed  that  the  Suffolk  Bank  should  receive  from  the  other  associated  banks  all 
their  foreign  money  at  the  same  or  less  rate  of  discount  than  the  New  England  Bank, 
or  other  banks  in  Boston,  received  it,  and  should  send  it  home  for  redemption,  unless 
the  issuing  banks  should  make  satisfactory  provision  lor  its  redemption  in  Boston. 
May  24,  1824,  the  Suffolk  Bank  began  business  under  this  agreement  which  might  be 
terminated  by  either  party  on  30  days'  notice. 

The  animosity  previously  shown  by  the  country  banks  against  the  Suffolk  Bank 
while  acting  independently  was  redoubled  as  they  began  to  appreciate  the  curtailment 
of  their  circulation  that  would  result,  and  felt  the  necessity  of  keeping  larger  specie 
reserves.  The  association  was  termed  the  "  Holy  Alliance  "  and  the  Suffolk  Bank  de- 
rided as  lx»e  "  Six-Tailed  Bashaw." 

After  a  year's  experience  with  the  arrangement  outlined,  the  Suffolk  Bank  agreed 
to  receive  from  the  associated  banks  at  par,  instead  of  at  the  minimum  discount 
current  all  the  country  money  they  might  receive  from  their  depositors,  and  imme- 
diately place  it  to  the  credit  of  the  depositing  bank. 

The  general  arrangement  made  between  the  Suffolk  Bank  and  the  New  England 
banks  which  opened  an  account  with  it,  for  the -redemption  of  their  bills,  was  as 
follows :  Each  bank  placed  with  the  Suffolk  a  permanent  deposit  of  $2,000  and 
upwards,  free  of  interest,  the  amount  depending  upon  the  capital  and  business  of  the 
bank.  In  consideration  of  this  deposit  the  Suffolk  Bank  redeemed  all  the  bills  of  that 
bank  which  might  come  to  it  from  any  source,  charging  the  redeemed  bills  to  the 
issuing  bank  once  a  week,  or  whenever  they  amounted  to  a  certain  fixed  sum ; 
•provided,  the  bank  kept  a  sufficient  amount  of  funds  to  its  credit,  independent  of  the 
permanent  deposit,  to  redeem  all  of  its  bills  which  might  come  into  the  possession  of 
the  Suffolk  Bank  ;  the  latter  bank  charging  it  interest  whenever  the  amount  redeemed 
should  exceed  the  funds  to  its  credit ;  and  if  at  any  time  the  excess  should  be  greater 
than  the  permanent  deposit,  the  Suffolk  Bank  reserved  the  right  of  sending  home  the 
bills  for  specie  redemption.  In  payment  the  Suffolk  Bank  received  from  any  of  the 
New  England  banks  which  kept  an  account  with  it  the  bills  of  any  New  England 
bank  in  good  standing,  at  par,  placing  them  to  the  credit  of  the  bank  sending  them 
on  the  day  following  their  receipt. 

•'The  effect  of  the  measure,  partially  adopted  by  a  few  banks,  was  such 
that  the  circulation  of  16  banks  in  Massachusetts,  in  six  months'  time,  decreased 
$382,371 ;  one  of  them  from  $213,566  to  $117,143,  an  enormous  amount  still  for  one 
bank,  located  in  a  small  town.  In  Maine  the  decrease  was  $336,819  in  six  months ; 
while  in  the  same  time  the  circulation  of  the  Boston  banks  increased  $283,497.  "* 


*  Report  of  Committee  on  Banks,  Rhode  Island,  1826. 
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This  increase  of  the  circulation  of  the  Boston  banks  (which  were,  of  course, 
the  institutions  with  largest  capitals)  coupled  with  the  decrease  ia  the  circulation 
of  the  smaller  banks  of  the  State,  favorably  broadened  and  strengthened  the  gen- 
eral basis  of  the  circulation.  The  amount  of  notes  outstanding  issued  by  the  Boston 
banks  was  in  1826  about  twice  as  large  as  four  years  previous,  while  those  of  the 
distant  banks  had  decreased  nearly  25  per  cent. 

When  any  bank  refused  to  join  in  the  "  Suffolk  System,"  the  Suffolk  Bank 
simply  presented  its  notes  for  payment  at  its  counter.  Now,  as  those  notes  were 
issued  on  the  express  condition  that  they  should  be  redeemed  on  presentation,  this 
proceeding  on  the  part  of  the  Suffolk  Bank,  however  disagreeable  to  its  debtors, 
can  hardly  be  called  unjust  or  oppressive.  It  had,  moreover,  the  desired  effect  of 
convincing  the  greater  part  of  the  country  banks  that  it  was  far  easier  and  cheaper 
to  collect  and  pay  their  debts  in  Boston,  than  to  continue  under  the  manifold  evils 
of  the  old  system,  aggravated  by  the  improved  condition  of  their  neighbors  ;  for, 
as  every  part  of  New  England  has  pecuniary  transactions  with  Boston,  all  the  bank 
notes  which  were  redeemed  at  Boston  were  naturally  at  par  in  every  part  of  New 
England.* 

Although  the  hostility  to  the  Suffolk  Bank  somewhat  abated,  as  the  system  became 
more  widely  extended,  and  more  and  more  country  banks  opened  an  account  with  it, 
still  many  of  the  weak  ones  always  felt  that  it  was  arbitrary  and  oppressive.  \ 

From  the  following  letter,  written  in  1832  by  the  cashier  of  the  Suffolk  Bank  to  the 
Bank  of  Rutland,  Yt.,  something  of  an  idea  may  be  obtained  of  the  feeling  then  pre- 
Tailing,  and  of  the  actual  position  of  the  Suffolk  Bank  with  regard  to  the  New 
England  Banks.  It  also  clearly  states  one  of  the  principal  reasons  for  requiring  them 
to  keep  a  permanent  deposit.     He  writes  : 

u  We  have  never  required  you  to  redeem  your  bills  at  this  bank  instead  oi  your  own  ;  nor  have 
■we  ever  demanded  of  you  'an  exorbitant  price  for  counting  your  bills.'  They  will  be  received  and 
•counted  at  this  bank  whether  you  have  a  permanent  deposit  with  us  or  not.  We  ask  of  you  a  permanent 
•deposit  as  a  consideration  of  receiving  from  you  bills  of  all  the  other  banks  in  the  New  England 
States  in  exchange  for  your  own  at  par  ;  some  of  which  are  converted  into  specie  by  us  at  a  discount 
■of  one  and  a  half  per  cent.  In  addition,  we  take  the  whole  risk  of  those  bills  after  they  have  been 
placed  in  our  hands.    *    *    *    If  you  still  think  the  price  we  ask  for  transacting  your  business  is  exor- 


placea  in  our  nanas.  »  *  *  u  you  still  think  the  price  we  ask  for  transacting  your 
bitant,  and  should  prefer  paying  your  bills  at  your  own  counter,  we  have  no  objec 
them  there ;  but  we  hope  you  will  not  expect  jis  to  take  the  bills  of  all  the  other  banks  in  the  New 


England  States  in  payment  for  them  at  par.  We  have  no  intimation  from  other  sources  of  a  growing 
disaffection  among  the  country  banks  ;  and  if  we  had,  we  should  not  feel  ourselves  obliged  to  transact 
their  business  without  a  reasonable  compensation.  On  the  contrary,  gentlemen  who  were  very  much 
opposed  to  the  system  we  have  pursued,  at  its  commencement,  now  express  approbation  of  it,  and 
their  willingness  to  contribute  to  its  support  rather  than  that  it  should  be  abandoned." 

Occasionally,  however,  a  bank  would  cut  loose  from  the  arrangement,  in  the 
Lopes  of  getting  up  an  increased  circulation.  Finding,  however,  that  their  circulation 
was  then  limited  to  their  immediate  vicinity,  they  were  usually  glad  to  return  to  the 
usual  arrangement. 

The  banks  of  Maine,  especially,  for  many  years  bitterly  opposed  the  system,  and 
there  was  never  a  time  when  there  was  not  some  opposition  from  one  or  more  of  the 
Maine  banks — sometimes  with  the  full  approval  of  the  State  officials,  as  is  evident  from 
the  following: 

"  The  two  banks  at  Bangor  deserve  particular  commendation.  These  banks  formerly  complied 
with  the  requisition  of  the  Suffolk  Bank,  for  the  privilege  of  redeeming  their  bills  in  Boston  with 
•current  money ;  but  that  bank  having,  as  the  directors  say,  violated  that  arrangement  between  them, 
they  withdrew  their  deposits  and  have  for  several  months  redeemed  their  bills  with  specie  only,  and 
at  their  own  counters. 

"They  have,  as  will  be  seen  by  the  abstract,  a  liberal  supply  of  specie  in  proportion  to  their  bills 
In  circulation,  and  are  entitled  to  the  unlimited  confidence  of  the  community.  The  Boston  alliance,  as 
was  to  be  expected,  have  constantly  sent  home  their  bills  for  specie,  but  all  calls  have  thus  far,  and 
will,  we  doubt  not,  continue  to  be  promptly  met.  Former  attempts  to  resist  this  alliance,  formed  for 
the  purpo-e  of  controlling  the  pecuniary  resources  of  New  England,  have  proved  unsuccessful ;  nor  is 
it  probable  that  two  or  three  banks  can  now  contend  against  it  with  any  prospect  of  success.  Whether 
the  present  system  of  paying  tribute  to  Boston  is  susceptible  of  improvement,  or  how  far  it  is  con- 
sistent with  the  interest  and  honor  of  the  State,  or  whether  the  evils  which  result  from  its  operation 
are  of  sufficient  importance  to  call  for  legislative  action,  are  questions  which  we  shall  not  undertake 
to  decide."— Report  of  Maine  Bank  Commissioners \  1837. 

That  these  sentiments  were  not  long  regarded  as  expressive  of  the  true  situation 
is  evidenced  by  the  following  quotations  from  subsequent  reports  : 

*'  Our  banks  have  accomplished  their  great  object,  of  furnishing  a  sound  currency— sound,  equal 
And  uniform,  in  consequence  of  its  redemption  at  par  in  the  great  central  market  of  the  country.    The 

*J.  S.  Roper  in  "Hunt's  Magazine,"  vol.  24,  p.  707. 

tOne  of  the  most  strenuous  opponents  of  the  Suffolk  Bank  system  was  the  Veazie  Bank  of 
Bangor.  Through  its  instrumentality  a  law  was  passed  in  Maine,  giving  the  banks  of  that  State  a 
certain  delay,  after  demand  at  their  counters,  in  which  to  redeem  their  bills  in  specie.  The  Veazie  Bank 
availed  itself  of  the  time  allowed,  which  it  used  to  the  annoyance  of  the  Suffolk  Bank.  Having 
received  in  the  regular  course  of  its  business  a  quantity  of  Veazie  Bank  notes,  the  Suffolk  Bank  would 
send  a  messenger  to  Bangor  and  demand  specie  for  the  same.  The  bank  would  acknowledge  the 
demand  and  claim  the  lawful  delay.  In  the  meantime,  it  would  collect  Boston  funds  and  send  them  to 
a  well-known  Boston  broker,  who,  himself  no  friend  of  the  Suffolk  Bank,  would  take  great  pleasure  in 
exchanging  them  in  one  way  or  another  for  checks  on  that  bank.  He  would  them  present  himself  at 
the  bank,  demand  specie  for  his  checks,  and  with  the  coin  thus  obtained  pay  it  for  the  bills  for  which 
it  had  demanded  specie  some  days  before  ;  in  short,  not  only  requiring  the  Suffolk  Bank  to  hold  the 
bills  of  the  Veazie  Bank  for  a  certain  specified  time,  but  at  the  end  of  that  time  to  furnish  specie  for 
their  redemption.— D.  R.  Whitkbt,  The  Suffolk  Bank. 
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bills  furnish  a  most  convenient  instrument  for  exchanging  the  various  commodities  of  commerce  and 
agriculture,  and  go  into  wide  circulation.  *  *  *  The  system  is  admirable,  and  is,  perhaps,  without 
a  parallel  in  the  world  ;  it  leaves  us  nothing  to  desire,  so  far  as  an  instrument  of  commerce  is  needed 
within  the  circle  of  the  Eastern  States."— Report  of  Maine  Bank  Commissioners,  1842,  p.  11 

All  the  banks  now  in  operation  redeem  their  circulation  in  Boston,  except  three :  The  Calais- 
Bank  atrCalaisl  the  Mercantile  Bank  at  Bangor,  and  the  Westbrook  Bank  at  Westbrook.  These  thrte- 
banks,  the  public  will  perhaps  be  surprised  to  learn,  are  sound  and  well-managed  institutions,  and  per- 
form all  their  legal  obligations  to  their  bill-holders.  They  pay  their  bills  on  presentation  at  their  own 
counters,  where  alone,  by  law,  they  are  bound  to  pay  them.  And  their  bills  pass  as  cash  in  the- 
immediate  vicinity  of  the  banks,  although  they  do  not  even  there  answer  all  the  purposes  of  monej ,  as 
they  cannot  be  sent  abroad  without  loss  ;  and  if  they  chance  to  stray  beyond  a  small  and  limited  circle, 
or  if  wanted  for  foreign  purposes,  embarrassment  and  loss  to  the  holder  is  the  result ;  irritation  and 
loss  of  confidence  takes  place  not  only  in  these  banks,  but  to  some  extent  in  all. 

Boston  being  the  great  business  mart  for  New  England,  all  money  which  is  not  current  in  business- 
there  cannot  be  said  to  answer  all  the  purposes  of  money.  *  *  *  The  suggestion  is  therefore  made, 
\vhether,  under  existing  circumstances,  there  is  not  a  moral  obligation  resting  upon  the  directors  or 
.those  banks  to  make  their  bills  current  in  Boston. 

The  Suffolk  system,  so  called,  has  been  believed  by  some  to  be  tyrannical  and  oppressive,  adopted, 
by  the  strong  to  compel  those  to  pay  tribute  whom  circumstances  had  placed  in  their  power.  But 
when  it  is  considered  that  this  system  was  merely  to  receive  the  bills  of  the  country  banks  as  cash, 
and  present  them  at  their  own  counters  for  payment,  and  that  any  other  arrangement  than  this  was  a. 
mutual  bargain  for  mutual  benefit  and  convenience,  it  is  difficult  to  perceive  in  what  consists  the- 
wrong.  And  it  is  believed  that  this  system,  and  this  system  alone,  in  times  gone  by,  has  preserved  our 
moneyed  institutions  from  the  general  wreck  which  has  fallen  upon  those  of  some  of  our  sister  States. 
— Report  of  Maine  Bank  Commissioners,  Dec.  31, 1842. 

The  notes  of  the  three  banks  above  mentioned  were  at  this  time  quoted  in  the  weekly  price  cur- 
rents at  a  discount  of  from  one  to  eight  per  cent. 

Again,  speaking  of  the  Calais  Bank  and  the  Mercantile  Bank,  in  1848,  the  Commissioners  said: 

"Their  bills  will  not  circulate  beyond  a  limited  sphere.  At  fifty  miles  distance  they  cannot  be- 
nsed  without  loss,  while  the  bills  of  the  other  banks  of  the  State  circulate,  it  is  said,  without  loss  to- 
the  farthest  bound  of  the  Union." 

In  general,  it  was  the  practice  of  each  bank  to  gather  together  the  bills  of  all  other 
banks  paid  in  over  its  counters  and  include  them  in  its  weekly  remittances  to  the 
Suffolk  Bank  for  the  purpose  of  meeting  the  redemption  of  its  own  bills.  In  Rhode 
Island  this  practice  was  so  far  modified  by  Ihe  arrangement  between  the  Merchants* 
Bank  and  the  other  banks  of  the  State  that  each  was  allowed  to  include  the  notes  only 
of  banks  in  other  towns  than  that  in  which  it  was  located.  This  was  far  from  general 
elsewhere,  however  ;  and  the  Bank  Commissioners  of  Maine  note,  in  1840,  that  though 
some  banks  near  each  other  exchange  bills  many  send  those  of  their  immediate 
neighbors  away  to  the  Suffolk,  and  in  this  practice  the  Commissioners  found  another 
objection  to  the  "  condemned  system,"  which  thus  "makes  banks  of  necessity  compete 
to  do  each  other  injury  by  preventing  a  circulation  of  their  respective  bills." 

Between  the  years  1 831  and  1833  a  great  increase  took  place  in  the  number  of  banks- 
in  New  England.  During  this  period  no  less  than  ninety  new  banks  were  chartered. 
By  1834  the  redemption  business  of  the  Suffolk  Bank  had  increased  five-fold,  from 
$80,000  to  $400,000  daily.  To  reduce  the  business,  it  became  necessary  to  modify 
somewhat  the  arrangement  made  with  the  Boston  banks.  Theretofore  they  had  been 
allowed  to  send  in  all  their  foreign  money  at  par.  Now  they  might  send  in  on  any  one 
day  an  amount  equal  to  one-half  their  permanent  deposit  only.  If  they  exceeded 
that  amount  they  were  charged  one-tenth  of  one  per  cent,  on  the  excess.  They  were 
also  restricted  to  the  foreign  money  received  by  them  in  their  regular  course  of  business, 
excluding  deposits  from  banks  and  brokers .  At  the  same  time  the  permanent  deposits 
of  the  Boston  banks  were  reduced  to  $10,000  and  a  year  after  to  $5,000. 

<,  In  Rhode  Island  there  was  early  inaugurated  a  sub-system  of  redemption  on 
practically  the  same  basis  as  the  central  system.  It  is  thus  explained  by  the  Committee 
on  Banks  in  1836:  ^ 

"  An  arrangement  exists  between  the  Merchants'  Bank  in  Providence  and  all  but 
four  of  the  banks  in  this  State  (except  the  Providence  banks)  to  redeem  their  bills .  The 
four  banks  not  included  in  the  arrangement  are  the  Cranston,  Kent,  Village  and  Fall 
River  Union  Banks.  The  permanent  deposits  of  the  banks  in  the  Merchants' Bank 
vary  from  $1,000  to  $3,000  each.  The  whole  amount  of  deposits  is  about  $60,000. 
*  *  *  The  Merchants'  Bank  receives  at  par  from  the  banks  with  which  it  has  an 
arrangement  the  bills  of  all  other  banks  in  New  England,  except  of  those  in  the  same 
town  where  the  bank  is  situated.  Where  the  balance  is  against  a  bank  upon  the 
amount  of  bills  collected,  and  the  permanent  deposit  would  be  thus  trenched  upon, 
interest  is  charged.  The  interest  accounts  are  closed  and  the  balances  carried  forward 
once  a  month . 

An  arrangement  also  exists  between  the  Merchants'  Bank  and  the  Suffolk  Bank  in 
Boston,  as  follows  :  The  former  receives  at  par  from  the  latter  all  the  bills  of  banks  in 
this  State  except  the  four  above  mentioned.  It  remits  at  par  bills  of  all  the  banks  in 
the  New  England  States  except  Rhode  Island.  The  Merchants'  Bank  pays  interest  on 
any  balance  against  it ;  the  Suffolk  Bank  pays  none.  This  arrangement  is  the  basis  of 
that  with  the  other  banks,  as  before  stated.  "    • 

By  virtue  of  this  arrangement  the  Suffolk  Bank  was  relieved  from  the  necessity  of 
keeping  accounts  and  doing  business  with  all  the  Rhode  Island  banks.  Yet  their 
redemptions  were  meanwhile  carried  on  just  as  satisfactory  through  the  medium  of  the 
Merchants'  Bank  as  they  could  have  been  had  eaeh  of  the  Rhode  Island  banks  dealt 
directly  with  the  Suffolk,    When  the  simplification  thus  effected  is  considered,  the 
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strange  thing  is  not  that  the  Rhode  Island  banks  should  have  preferred  to  do  business 
in  this  way,  but  that  other  States  did  not  have  similar  sub-systems. 

The  suspension  of  specie  payments  in  1837  put  an  end  at  once  to  all  coercive 
measures  on  the  part  of  the  Suffolk  Bank,  and  consequently  each  bank  was  left  to  its 
•own  volition.  Many  of  them  continued  to  redeem  their  bills  at  the  Suffolk  as  they  had 
-done  in  the  past.  The  bills  of  these  banks,  according  to  Mr.  Whitney,  passed  current  all 
over  the  Union,  and  in  some  places  even  commanded  a  premium.  Other  banks  with- 
drew their  accounts  and  the  bills  of  those  banks  had  a  local  circulation  only.  At  first 
many  of  the  weak  banks,  particularly  those  of  Maine,  which  had  always  been  opposed 
to  the  Suffolk  system,  were  inclined  to  break  off,  and  even  some  of  the  stronger  ones 
were  ready  to  abandon  the  system  entirely.  The  most  of  them  were  held  together, 
however,  and  at  the  resumption  of  specie  payments  the  Suffolk  Bank  was  able  to  take 
its  old  place  at  the  head  of  the  redemption  system. 

As  to  the  internal  organization  of  the  Suffolk  Bank  throughout  practically  the 
"whole  period  of  its  existence  as  a  center  of  redemption,  it  may  be  noticed  that  the  prac- 
tice was  early  inaugurated,  and  thereafter  adhered  to,  of  paying  a  sufficient  salary  to 
the  head  of  the  Foreign  Money  department  to  cover  all  expenses  connected  therewith 
— he  hiring  his  own  clerks  and  assuming  all  loss  by  counterfeits  and  uncurrent  or  mu- 
tilated bills.  The  salary  was  from  time  to  time  increased  as  the  business  grew,  until 
from  $4,250  in  1826  it  had  risen  to  $8,500  in  1837  ;  $10,800  in  1846  ;  $20,000  in 
1849  ;  $24,000  in  1853  ;  $30,000  in  1854 ;  and  $40,000  in  1857. 

The  total  expenses  incurred  by  the  bank  in  carrying  on  its  foreign  money  work  for 
the  year  1858  was  $40,000— the  largest  amount  ever  appropriated  for  the  purpose. 
The  redemptions  during  this  year  amounted  to  $400,000,000.  In  other  words,  the 
busine  s  was  carried  on  at  an  expense  of  only  10  cents  per  $1,000.  It  is  interesting  to 
compare  with  this  the  results  of  our  present  system  of  redemption  of  National  Bank 
notes.  In  the  fiscal  year  1894,  the  total  amount  of  such  notes  passing  through  the 
redemption  agency  in  the  Treasury  Department  at  Washington  was  $101,767,455,  of 
which  $50,944,080  were  soiled  and  mutilated  notes  returned  for  destruction  and  re- 
issue, $10,929,535  more  were  in  final  redemption  of  notes  of  banks  no  longer  issuing 
-circulation,  and  only  $39,893,840  normal  current  redemption.  This  redemption  was 
■carried  on  at  a  cost  of  $107,445— or  $1.06  per  $1,000. 

When  it  is  remembered  that  it  is  only  through  constant  working  of  an  effective 
.system  of  redemption  that  elasticity  can  be  secured  and  every  tendency  to  expansion 
in  excess  of  the  demands  of  commerce  promptly  checked,  the  importance  of  this  show- 
ing can  not  be  too  strongly  emphasized.  In  New  England  at  this  time  the  circulation  of 
the  banks  for  which  redemption  was  carried  on  was  less  than  $40,000,000.  The  whole 
circulation  was,  therefore,  on  an  average,  redeemed  ten  times  over  during  the  year.* 
At  the  present  time  an  amount  equal  to  the  entire  circulation  of  the  National  banks 
does  not  pass  through  the  redemption  agency  in  less  than  two  years,  even  at  the  rate  of 
last  year's  redemptions,  which  were  far  larger  in  proportion  to  the  circulation  of  the 
banks  than  at  any  other  time  for  the  past  fifteen  years. 

The  following  table  shows  the  amount  of  notes  of  New  England  banks  annually 
.redeemed  through  the  Suffolk  Bank  : 


Date. 

Redemption. 

Date. 

Redemption. 

Date. 

Redemption. 

1834 

$76,248,000 
95,543,000 

126,691,000 

105,457,000 
76,634,000 

107,201 ,0<i0 
94,214,000 

109,088,000 

1842 

1851 

$243,000,000 

1835 

1844 

1852 

245,000,000 
288,000,000 
231,000,000 
841,000,000 

1836 

1845 

1853 

1837 

1846 

1847 

1854 

1838 

1855 

1839 

1848 

1856 

307,000,000 
376,000,000 

1840 

1849 

1850 

1857 

1858 

1841 

400,000,000 

The  Bank  of  Mutual.  Redemption. 

The  opposition  to  the  Suffolk  Bank,  which  had  existed  from  the  very  inception  of 
i;he  system,  had  in  late  years  been  diverted,  by  its  acknowledged  success  as  a  regu- 
lator of  New  England  Currency,  from  the  system  to  the  Suffolk  Bank,  this  largely 
because  of  the  handsome  profits  which  its  business  permitted  it  to  divide.     Indeed, 


*  On  this  point,  a  committee  appointed  to  examine  the  banks  of  Connecticut  in  1837  reported  that 

they  "  have  taken  pains  to  inquire  at  each  bank  the  average  period  of  the  circulation  of  their  bills,  and 

find,  that  so  rapidly  do  their  bills  circulate  and  return  for  redemption,  that  for  the  six  months  prior  to 

the  let  of  April  last  about  two-thirds  of  the  bills  of  the  Connecticut  banks  in  circulation  were  redeemed 

,  ot»ce  in  thirty  days  and  the  other  third  within  about  forty-five  days  from  the  time  they  were  issued." 

So,  too,  in  1841,  the  Bank  Commissioners  of  Maine  stated  that  the  average  circulation  of  the  Central 
•Bank  of  that  State  for  the  preceding  six  months  had  been  $48,000,  and  the  average  monthly  redemption 
of  its  notes  in  Boston  during  the  same  period  $38,000. 
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the  President  of  the  Bank  of  Mutual  Redemption  stated  in  1862  that  ever  since  1828, 
when  the  Lowell  Bank,  with  which  he  was  then  connected,  was  required  to  place 
one-tenth  of  its  capital  in  the  Suffolk  Bank,  he  had  advocated  the  establishment  of  a 
bank  in  Boston,  to  be  owned  by  the  New  England  banks,  and  to  look  out  for  and  pro- 
tect their  interests  there. 

The  Boston  banks  and  the  larger  proportion  of  the  country  banks  were,  however, 
so  well  satisfied  with  the  system  as  carried  on  by  the  Suffolk  Bank  that  it  was  not  till 
1855  that  sufficient  co-operation  was  assured  to  permit  success  with  an  independent 
undertaking.  In  that  year  the  Bank  of  Mutual  Redemption,  at  Boston,  was  established 
with  the  express  object  of  redeeming  the  bills  of  New  England  banks — the  stock- 
holders' by-laws  reciting  that,  "  as  the  bank  is  always  to  do  the  business  of  redeeming: 
the  notes,  the  currency  of  the  New  England  banks  at  par,  when  redeemed  at  all* 
everything  else  in  the  management  of  the  bank  shall  be  made  subsidiary  and  subservi- 
ent to  the  proper  discharge  of  the  duty,  with  a  discreet  and  conservative  care  for  the 
common  g-od." 

Its  stock,  of  which  $500,000  was  subscribed  and  paid  in,  was  held  only  by  the 
New  England  banks,  no  one  of  which  would  hold  stock  in  excess  of  five  per  cent,  of 
its  capital  or  above  $20,000.  The  Directors  were  all  required  to  be  stockholders  in 
some  one  of  the  subscribing  banks  and  inhabitants  of  the  New  England  States  and 
three-fourths  of  them  inhabitants  of  Massachusetts.  Except  as  otherwise  provided 
the  bank  was  subject  to  the  provisions  of  the  banking  laws  of  the  State.  The  more 
important  of  its  special  provisions  were  that  no  notes  of  less  denominations  than  $5- 
were  to  be  issued  ;  nor  should  the  aggregate  circulation  exceed  one-half  the  capital 
stock ;  or,  for  more  than  three  consecutive  days,  three  times  the  specie  held ;  the  bank 
was  forbidden  to  reoeive  the  bills  of  any  bank  at  a  discount ;  and  a  reserve  of  ten  per 
cent,  of  the  capital  must  be  maintained. 

The  bank  went  into  operation  in  1858,  at  the  opening  of  which  year  135  New  Eng- 
land banks  were  interested  as  stockholders,  and  35  kept  a  permanent  deposit  with  it, 
aggregating  $143,000.  Upon  its  application  to  enter  the  Clearing  House  much  of  the 
existing  strife  was  manifested. 

The  bank,  however,  was  finally  admitted  to  the  Clearing  House  ;  and  as  soon  aa 
it  was  fairly  organized  the  country  banks  which  were  interested  in  it  withdrew  their 
deposits  from  the  Suffolk  and  transferred  them  to  the  Bank  of  Mutual  Redemption. 
For  some  little  time  some  friction  existed  between  the  two  redemption  agencies.  At 
first  some  of  the  country  banks  complained  that  the  Suffolk  refused  to  present  their 
bills  for  redemption  at  the  Bank  of  Mutual  Redemption,  designated  for  that  purpose 
by  them,  and  even  refused  to  accept  specie  at  its  own  counter,  but  held  them  unul  a. 
large  amount  had  accumulated,  and  then  sent  them  home  for  specie.  The  public  mind 
was  somewhat  disturbed  lest  this  antagonism  should  endanger  the  system.  •'  There  is 
no  difference  of  opinion,"  said  the  Bank  Commissioners  of  Massachusetts  in  1858, 
*'  among  the  officers  of  the  banks  of  this  State  or  among  practical  business  men  that 
the  system  should  be  maintained  in  its  integrity,  whatever  agent  or  agents  in  Boston 
may  be  employed  for  doing  the  business.  The  redemption  of  their  bills  in  Boston,  by 
all  New  England  banks,  has  become  indispensable  in  securing  an  extensive  par  circu- 
lation for  their  currency,  and  in  facilitating  the  transaction  of  business." 

The  immediate  cause  of  the  complaints  above  alluded  to  was  amicably  adjusted 
for  a  time — the  Suffolk  Bank  agreeing  to  receive  from  the  Bank  of  Mutual  Redemption 
the  notes  of  banks  which  still  kept  their  accounts  with  it,  and  sending  to  it  the  notes  of 
banks  which  had  transferred  their  accounts  to  the  latter  institution.  But  on  Novem- 
ber 1,  1858,  the  Suffolk  Bank  gave  up  its  agency  in  the  system  and  disclaimed  all 
further  responsibility,  assigning  as  reasons  : 

1.  Because  its  main  feature,  the  right  to  send  home  bills  for  specie,  cannot  be  given 
up  without  destroying  its  efficacy  ; 

2.  Because  their  exercise  of  this  right  is  effectually  made  use  of  by  those  banks 
hostile  to  the  Suffolk  to  place  it  in  a  false  attitude  toward  the  public  ;  and 

8.  Because,  under  the  existing  circumstances,  the  bank  does  not  wish  to  stand  in 
the  way  of  a  trial  of  the  attempted  experiment  of  a  foreign  money  system  to  be  con- 
ducted on  less  stringent  principles. 

The  Suffolk,  however,  while  thus  discontinuing  the  regular  business  of  counting 
and  assorting  country  money,  announced  its  willingness  to  receive  such  money  at  a. 
discount  of  25  cents  per  $1,000;  and  several  of  the  Boston  banks  made  such  an 
arrangement  with  it.  It  also  continued  to  receive  from  such  of  its  country  corres- 
pondents as  kept  a  satisfactory  account  with  it  such  country  money  as  they  might 
nave  occasion  to  remit.  So  that  during  the  ensuing  years  the  business  was  shared  by 
the  two  banks  ;  but  in  other  respects  the  system  was  not  materially  different  from  the. 
"  Suffolk  System,"  as  previously  carried  on. 

Upon  the  suspension  of  specie  payments,  in  December,  1861,  the  system  was,  of 
course,  greatly  deranged,  and  in  fact  practically  broken  down:  For  its  main  basis  had 
been  the  right  to  demand  specie  in  redemption  whenever  a  bank  refused  to  fulfill  the 
requirements  as  to  its  redemption  in  Boston  ;  and  when  this  right  had  to  be  given  up. 
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the  foundation  of  the  system  was  shattered.  *  The  effect  was  immediately  seen  in  the 
working  of  the  system.  The  bank  Commissioners  of  Maine,  in  December,  1862, 
called  attention  to  the  fact  that  though  circulation  had  been  increasing  (in  mauy  cases 
nearly  doubling)  during  the  first  year  of  suspension,  then  closing,  the  redemptions 
in  Boston  had  fallen  off.  The  explanation  which  they  offered  was  that  in  the  then 
unsettled  state  of  public  affairs  the  people  had  more  confidence  in  the  bills  of  the  locui 
banks  than  in  any  other  paper  currency. 

In  conclusion,  the  following  quotations  are  given  as  showing  the  general  appro- 
bation of  the  system  among  those  familiar  with  its  workings,  who  were  in  the  best 
positions  to  judge  of  its  merits : 

"  The  Suffolk  System  (if  we  may  so  call  that  system  which  has  obtained  throughout  New  England) 
the  distinctive  characteristic  of  which  was  a  central  point  of  redemption,  has  given  to  New  England  as 
sound  a  currency  as  was  to  be  found  in  any  part  of  our  country.  Bank  failures  at  the  north  have  been 
rare,  and  the  losses  to  stockholders  or  billholders,  when  compared  with  the  amount  of  capital  invested 
have  been  very  trifling.  It  is  by  no  means  wonderful  that  a  system  which  has  stood  the  test  of  time,  and 
struck  its  roots  so  deep  as  to  have  become  incorporated  with  and  forme  i  a  part  of  our  banking  system. 
should  be  abandoned  with  hesitation  for  one  which  is  new  and  untried." — Bank  Commissioners  qj 
Maine,  1865. 

No  matter  how  ably  a  bank  may  be  managed,  nor  how  much  wealth  its  directors  and  stockholders 
may  hold-  if  it  places  its  circulation  in  a  different  position  from  that  of  neighboring  and  kindred  insti- 
tutions, it  fails,  in  some  measure,  of  meeting  the  wants  of  trade.  *  *  *  Such  an  arrangement  injuriously 
affects  other  banks  in  the  vicinity.  The  money  not  being  currt-nt  at  Boston,  or  at  par  in  Mi-w  York, 
it  is  not  remitted  to  either  place,  but  the  holders  exchange  it  for  such  as  will  be  received  there  without 
loss ;  thus  forcing  out  the  natural  circulation  of  its  neighbors  and  giving  cause  for  complaint.'"  There 
were  at  this  time  in  Maine  only  two  banks  in  good  credit  which  did  not  redeem  their  bills  in  Boston. 
Beyond  their  immediate  vicinity,  the  bills  '*  are  current  only  at  a  discount.  Of  course  they  are  not  ai.d 
cannot  be  used  a9  remittances  to  Boston  without  loss.  There  is  no  reasonable  doubt  that  these  banks 
would  do  a  good  business  if  they  should  redeem  as  the  other  banks  do,  and  then  the  whole  circulation  of 
our  banks  would  be  at  par  over  a  great  extent  of  territory,  and  the  petty  vexations  of  uncurrent bills  with 
three  or  four  per  cent,  for  exchange  would  cease."— Bank  Commissioners  of  Maine,  1854. 


STATUS  WHEN    SUPERSEDED    BY    THE    NATIONAL    BANK   SYSTEM. 

When  the  National  Banking  System  appeared  upon  the  scene  it  found  the  channels 
of  circulation  in  New  England  filled  by  a  State  bank  cunency  of  well-recognized 
soundness. 

In  general,  it  was  a  currency  based  upon  the  "  banking  principle."  It  was  issued 
against  general  assets— not  against  the  deposit  of  bonds.  It  was  secured,  in  addition,  in 
most  of  the  States  by  the  further  liability  of  officers  and  stockholders,  or  by  a  first 
lien  upon  all  the  assets  of  the  bank,  or  both.  It  was  limited — rather  loostly,  we  would 
now  say— to  one  hundred  and  twenty-five  or  one  hundred  per  cent,  of  the  capital. 
But  though  issued  under  the  legislation  of  six  different  States,  it  was  in  reality  a  single 
currency  system — made  so  through  the  agency  of  a  commercial  enterprise,  established 
and  carried  on  without  the  aid  of  law.  The  bills  of  banks  in  any  one  part  of  New 
England  passed  at  par  in  every  other  part  ;  and  for  years  the  notes  of  New  England 
banks  had  been  enjoying  an  extended  circulation  in  the  West,  where  its  reputation 
found  for  it  ready  acceptance.  At  home,  too,  its  valuable  points  were  appreciated, 
and  its  forced  transference  to  the  national  system  a  matter  of  regret. 

v    The  history  of  New  England  Bank  Currency,  thus  closed,  is  significant  for  two 
developments  which  characterize  it  : 

First,  the  steady  growth,  under  the  teachings  of  experience,  of  the  system  as  to 
the  issue  and  regulation  of  bank  currency,  which  has  since  then  become  generally 
approved  among  the  English-speaking  peoples  of  the  New  World.  In  one  direction 
after  another  special  opportunities  lor  fraud  or  exploitation  of  a  confiding  public  by 
rash  banking  developed  their  legitimate  disasters  and  prompted  the  invention  o* 
remedies  "to  fit  the  crime."  Conditions  were  so  nearly  alike  throughout  the  Ne* 
England  States  that  each  was  prompt  to  suffer  from  any  financial  disease  affecting  anv 
other,  and  equally  prompt  to  adopt,  with  such  improvements  as  its  own  enterprise 
might  suggest,  the  remedies  which  had  been  found  effectual  elsewhere.  As  a  result, 
the  complete  system,  at  the  time  of  its  practical  suppression  by  the  National  Bank  Act, 
was  utilizing  nearly  every  expedient  to  secure  safe  and  conservative  banking  that  were 
then  or  have  since  been  incorporated  in  our  own  National  Banking  system,  or  in  that  of 
Canada — the  two  great  plans  which  have  since  been  matured. 

*  "The bills  of  our  banks  are  redeemed  in  Boston,  the  same  as  in  past  years,  but  the  weekly 
redemptions  have  been  less— the  cashiers  could  not  judge  of  the  amount  redeemed  by  the  amount  paid 
out  in  any  given  week. 

Before  the  suspension  of  specie  payments  many  of  the  banks  were  obliged  to  keep  up  a  system 
of  exchanges  to  be  able  to  meet  th-  ir  weekly  redemptions  in  Boston,  but  we  are  informed  by  the 
cashiers  that  such  is  not  now  the  case— notwithstanding  the  large  circulation  of  all  tin  banks,  many 
cashiers  in  the  State  pay  out  more  foreign  money  over  their  own  counters  than  of  their  own  bills. 
When  bank  notes  were  redeemable  in  specie  and  the  redemptions  large  in  Boston,  each  bank  made  r.n 
effort  t »  keep  up  its  own  circulation  ana  drive  home  that  of  its  neighbors.  But  since  specie  payments 
were  suspended  no  motive  for  sending  them  home  exists,  and  if  a  bank  is  in  good  cred't  their  bills 
are  held  in  the  pockets  of  the  people  as  being  as  valuable  as  anythirg  else  to  lay  by."— Rept.  Bank 
Commissioners,  New  Hampshire,  1864. 
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A  second  feature  was  the  development  of  redemption  facilities  and  methods. 
Starting  with  absolute  chaos,  assisted  by  no  law,  progressing  tentatively  as  each 
necessity  prompted  the  invention  of  new  means  to  meet  it,  the  result  was  a  carefully 
buttressed  and  easily  working  system,  under  which,  tu  an  extent  never  approached  in 
its  efficiency  by  any  plan  elsewhere  created  by  law,  the  bank-note  currency  of 
New  England  was  made  elastic,  safe  and  ideally  convenient  and  inexpensive  in  use. 

For  a  full  generation  before  the  war,  the  amount  of  ultimate  loss  to  note-holders 
was  too  small  to  be  reckoned  as  an  appreciable  percentage  on  the  amount  of  currency 
outstanding ;  while  the  delays  and  minor  inconvenience  in  the  prompt  cashing  of  the 
bills  of  broken  banks  were  the  result  rather  of  the  imperfect  communication  and 
exchange  facilities  of  those  days  than  of  material  defects  in  the  banking  system  itself. 
Indeed,  so  satisfactory  had  been  the  workings  of  what  is  known  as  the  "  Suffolk  Bank 
Redemption  Plan  " — the  work  of  the  Bank  of  Mutual  Redemption  being  upon  practi- 
cally the  same  basis — that  the  need  even  of  the  most  modest  guarantee  fund  for  instant 
redemption  of  broken  bank  bills  was  not  felt  until  after  the  panic  of  1857  ;  and  even 
then  the  total  loss  was  petty  when  compared  with  the  total  circulation,  and  such  as 
the  most  moderate  plan  of  subsidiary  guarantee  would  have  forever  obviated. 

In  conclusion,  the  following  quotation  from  a  Massachusetts  report  of  1865  may 
be  permissible,  voicing,  as  it  does,  sentiments  then  common  to  all  New  England  : 

*  "  The  State  parts  wi»h  these  objects  of  her  care  and  solicitude  with  many  regrets, 
but  with  a  just  pride  in  their  career  inspired  by  the  belief  that  their  capital  has  been 
highly  instrumental  in  promoting  the  prosperity  of  the  State,  and  that  they  have 
furnished  as  good  a  paper  currency,  based  on  individual  credit,  as  any  part  of  tb* 
country  has  ever  enjoyed." 
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In  his  report  for  1862,  the  N.  Y.  Superintendent  of  Banking,  after  referring  to  the  recommendations  of 
Secretary  Chase,  says:  "  The  Secretary  adds :  'the  recent  experience  oj  several  States  in  the  valley  of  the 
Mississippi  painfully  illustrates  the  justice  of  these  observations,  and  enforces  by  the  most  cogent  practical 
arguments  the  duty  of  protecting  commerce  and  industry  against  the  recurrence  of  such  disorders."1  How- 
ever truthful  these  remarks  may  be  in  regard  to  the  institutions  and  currency  of  some  portims  of  the  country, 
they  certainly  do  not  apply  to  New  York,  and  furnish  no  basis  for  interference  with  her  institutions."— 
H.  H.  Van  Dyck,  N.  Y.  Bank  Supt.,  in  Report  for  1862. 

"  What  I  have  stated  in  regard  to  the  value  of  the  local  bank  currency  is  well  known  to  Che  country.  Why, 
eir,  I  read  to  the  Senate  the  day  before  yesterday  the  price  at  which  this  money  was  sellirg  in  the  city  of  New 
York,  and  it  was  2%  per  cent.premiwn  as  quoted;  and  a  banker  from  that  city  told  une  it  was  three  the 
evening  of  that  day.  It  is  belter  and  will  ever  remain  better  than  greenbacks  in  my  judgment."— S  bnator 
Lazarus  VV.  Poweij.,  of  Kentucky,  February  13,  1863. 

''  Our  State  banks  have  sustained  ike  Government ;  they  have  been  the  Barings  and  Rothschilds  to  whom 
we  have  gone  for  our  funds  to  carry  on  this  war.  When  Congress  met  in  July,  1861,  we  found  our  financial 
affairs  in  the  utmost  embarrassment ;  we  passed  a  bill  authorizing  a  loan  of  $250, Off'), 000.  Where  di  d  we  get 
thefunds?  The  banks  of  the  city  of  New  York  alone  placed  in  his  {the  Secretary's)  hands  $105,000,000  — 
nearly  double  the  amount  of  their  capital ;  and  at  this  day  the  banks  of  the  Slate  of  New  York  alone  hold  150% 
of  their  capital  in  stocks  of  the  United  States."— Senator  Ira  Harris,  Feb.  14,  1863. 
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INTRODUCTION. 

The  history  of  banking  in  the  State  of  New  York  naturally  divides  itself  into- 
three  chapters.  The  first  covers  the  period  prior  to  the  establishment  of  the  so-called 
14  Safety  Fund"  system  in  1829,  the  early  part  of  which  is  characterized  by  a  slow 
and  steady  growth  and  conservative  banking;  the  latter  part — after  the  war  of 
1812 — by  somewhat  more  reckless  methods  and  management.  The  second  is- 
the  history  of  the  "Safety  Fund"  system,  extending  from  1829  to  1866;  while- 
the  third  includes  our  experience  under  the  "  Free  Banking"  system,  from  1838  until 
all  state  bank  circulation  was  suppressed  by  the  federal  tax  of  lu#  against  other- 
than  National  Bank  notes. 

The  first  and,  to  some  extent,  the  early  part  of  the  second  chapters  deal  with- 
periods  of  political  interference  with,  and  political  management  of ,  banking  corpora- 
tions— when  banking  was  regarded  as  a  proper  subject  for  monopoly,  and  when 
the  political  affiliations  of  the  incorporators  of  a  bank  were  considered  as  im- 
portant as  to-day  they  seem  trivial  ;  though  the  number  of  charters  already  in. 
force,  and  the  variety  of  the  political  situations  in  which  they  had  been  granted, 
had  early  made  monopoly  rather  a  theory  than  a  situation,  and  left  thet 
slight  extent  to  which  favoritism  might  be  shown  in  the  organization  of  new  institu- 
tions the  only  remnant  of  what  had  earlier  been  most  important  political  factors. 
The  third  period  was  characterized  by  its  assertion  of  the  necessity  of  divorcing- 
politics  from  the  banking  business  ;  and,  as  a  result  of  that  assertion,  the  substitu- 
tion of  general  laws  instead  of  special  charters. 

BANK  CURRENCY  IN  NEW  YORK  PRIOR  TO  1829. 

Prior  to  the  War  of  1812. 

The  history  of  banking  in  the  State  of  New  York  practically  begins  with  aa 
Act  passed  by  the  Legislature  in  April,  1782,  confirming  for  the  State  of  New  York 
the  charter  of  the  Bank  of  North  America,  granted  by  the  Congress  of  the  Con- 
federated Colonies,  and  at  the  same  time  prohibiting  the  establishment  of  any- 
other  banking  corporation  within  the  State  "  during  the  present  war  with  Great 
Britain."  The  Bank  of  North  America,  however,  did  not  assume  the  national 
character  that  had  been  designed  for  it,  and  operated  under  a  charter  from  the- 
State  of  Pennsylvania ;  and,  so  far  as  concerns  New  York,  about  the  only  conse- 
quence of  the  Act  of  1812  was  the  barrier  it  placed  in  the  way  of  the  incorporation 
of  additional  banks. 

March  21,  1791,  however,  the  Legislature  incorporated  the  Bank  of  New  York, 
which  since  1784  had  been  doing  business  under  articles  of  association  drawn  by- 
Alexander  Hamilton,  to  whose  able  management  somewhat  of  the  success  of  the 
institution  in  its  early  years  was  due.  It  was  organized  with  a  paid  up  capital  of 
$900,000,  which  was  shortly  afterward  increased  by  a  subscription  of  $50,000  by  the- 
State.  Its  charter  was  several  times  extended,  and  it  has  passed  through  the  vari- 
ous stages  of  experience  which  go  to  make  up  the  banking  history  of  the  State  of 
New  York.  In  1852,  when  its  "  Safety  Fund  "  charter  expired,  it  was  reorganized 
under  the  free  banking  system,  and  in  1865,  after  further  increase  of  capital,  be- 
came a  National  Bank. 

Following  the  Bank  of  New  York  came  the  establishment  of  the  Bank  of  Al- 
bany, in  1792,  and,  in  1793,  the  Bank  of  Columbia  at  Hudson.  But  in  New  York 
City  the  Bank  of  New  York  continued  until  1799  to  monopolize  the  banking  busi- 
ness. In  that  year  under  the  leadership  of  Burr,  the  Manhattan  Company  ob- 
tained a  perpetual  charter  ostensibly  for  the  purpose  of  supplying  the  City  of  New 
York  with  water.  The  capital  was  $2,000,000,  one-half  of  which  was  immediately 
employed  in  banking,  the  authority  for  which  was  contained  in  a  clause  permitting- 
the  company,  in  case  it  was  found  impracticable  to  employ  the  whole  of  its  capital 
in  the  water  works,  to  employ  the  surplus  in  any  moneyed  transactions  and 
operations  not  inconsistent  with  the  laws  or  constitution  of  the  State.  Since  1840 
the  company  has  been  purely  a  banking  institution. 

In  the  next  ten  years  six  additional  banks  were  chartered.  The  expiration  of 
the  charter  of  the  first  Bank  of  the  United  States  in  1811  acted  as  an  incentive  to* 
the  establishment  of  new  banks,  and  in  1811  and  1812  no  less  than  nine  were  char- 
tered, the  most  important  of  which  was  the  Bank  of  North  America,  whose  capi- 
tal—$6,000,000— was  paid  in,  $5,000,000  in  stock  of  the  Bank  of  the  United  States, 
and  $1,000,000  in  cash.  By  the  terms  of  its  charter,  which  was  secured  only  after 
a  most  serious  contest,  the  bank  was  required  to  pay  a  bonus  of  $400,000  to  the 
State,  and  to  make  large  loans  to  the  State  at  any  time  it  might  require.  Both  the 
requirements  were  remitted  a  few  years  later,  however,  in  consideration  of  the 
reduction  of  its  capital  to  $4,000,000,  and  later  to  $2,000,000. 

The  most  of  the  charters  granted  during  this  period  contained  provisions  au- 
thorizing the  colleges  of  the  State  (Hamilton,  Union  and  Columbia)  to  subscribe 
for  portions  of  the  stock,  and  in  many  the  State  itself  was  authorized  to  be  a  sub- 
scriber. The  maximum  of  debts  to  be  contracted  was  limited  to  three  times  the 
amount  of  the  capital  stock. 

The  following  table  shows  the  name,  date  of  incorporation,  etc.,  of  each  of  thS 
nineteen  banks  chartered  in  the  period  now  under  discussion  : 
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When 
Incorporated. 

Amount  or 

Incorporated 

Capital. 

Safety  Fund 
Charter. 

Free  Bank 
Charter. 

1791 

$1,000,000 

1831 

1853 

1792 

260,000 

1829 

1855 

1793 

160,000 

1799 

2,000,000 

1801 

365,000 

1829 

1853 

1803 

460,000 

1829 

1851 

1805 

1,470,000 

1831 

1857 

1807 

200,000 

1829 

1853 

1808 

300,000 

1810 

2,000,000 

1831 

1855 

1811 

800,000 

1831 

1853 

1811 

600,000 

1829 

1853 

1811 

500,000 

1829 

1853 

1811 

500,000 

1811 

400,000 

1829 

1851 

1812 

1,000.000 

1829 

1850 

1812 

6,000,000 

1831 

1853 

1812 

700.000 

1831 

1854 

1812 

2,000,000 

1831 

1852 

Bank  of  New  York 

Bank  of  Albany 

Bank  of  Columbia  (a) 

Manhattan  Co 

Farmers'  Bank  (Lansingburg). 

New  York  State  Bank 

Merchants'  Bank 

Mohawk  Bank 

Bank  of  Hudson  (b) 

Mechanics'  Bank 

Union  Bank 

Mechanics  and  Farmers'  Bank. 

Bank  of  Troy 

Middle  District  P:.nk  (a) 

Bank  of  Newburgh 

BankofUtica 

Bank  of  America 

N.  Y.  Manufacturing  Co.* 

City  Bank  of  New  York 


(a)  Failed  in  1829.      (b)  Failed  in  1820.      *  Phoenix  Bank. 

Of  the  nineteen  banks,  therefore,  incorporated  under  special  charters  in  the- 
twenty-two  years  commencing  with  1791  not  one  had  failed  during-  the  period  ;  and 
when  in  1865  their  circulation  was  suppressed  by  the  ten  per  cent  tax  fifteen  of  them 
were  still  enjoying  a  career  of  continuous  success.  Fourteen  of  them  had  thrived 
alike  under  their  special  charter,  a  safety  fund  charter,  and  the  free  banking  sys- 
tem ;  and  from  these,  the  old  state  banks,  was  derived  the  early  strength  of  the- 
National  Banking  system,  which  so  many  of  them  promptly  entered. 

The  circulation  of  each  bank  was  unlimited  and  practically  unguarded.  The 
Restraining  Act  of  1804  prohibited  banking  by  unincorporated  companies,  and  de- 
clared their  notes  to  be  absolutely  void. 

Period  1812-1829. 

As  noted  above,  the  withdrawal  of  the  capital  of  the  Bank  of  the  United 
States  upon  the  expiration  of  its  charter  in  1811  opened  a  new  field  for  banking. 

In  August  and  September,  1814,  the  banks  throughout  the  country  west  of 
New  England  suspended  specie  payments,  which  were  not  resumed  until  early  in 
1817,  when  the  action  of  the  newly  chartered  second  Bank  of  the  United  States- 
led  the  way  to  a  general  resumption.  In  the  interval  there  had  been  a  very  con- 
siderable expansion  of  bank  issues.  For  example,  in  the  country  as  a  whole, 
Mr.  Gallatin  estimates!  that  within  the  first  fifteen  months  after  the  suspension, 
the  State  bank  circulation  increased  from  $45,500,000  to  $68,000,000.  Difficult  as- 
it  is  to  secure  the  statistics  as  to  other  States,  there  is  none  in  regard  to  which 
there  is  so  little  basis  for  estimate  as  New  York.  Except  as  to  the  number  of 
banks  and  amount  of  incorporated  capital,  there  are  almost  no  data  obtainable- 
as  to  the  condition  of  its  banks  prior  to  1830.  Secretary  Crawford,  in  a  report  to 
Congress  in  1820,  states  that  the  circulation  of  the  banks  in  New  York  State  in  1819» 
amounted  to  $12,500,000. 

The  following  table  gives  the  names,  date  of  incorporation,  capital,  etc.,  of  the 
twenty-four  banks  chartered  during  this  period,  the  career  of  which  was  only  less- 
noteworthy  than  that  of  their  predecessors  noted  above  : 


Date  of  Incor- 
poration. 

Incorporated 
Capital. 

Safety  Fund 
Charter. 

Free  Bank 
Charter. 

1813 
1813 
1813 
1813 
1816 
1816 
1817 
1817 
1817 
1817 
1818 
1818 
1818 
1818 
1821 
1823 
1824 
1824 
1824 
1824 
1824 
1825 
1825 
1825 

$500,000 
200,000 
400,000 
400,000 
400,000 
400,000 
400  000 
400,000 
400,000 
300,000 
90,000 
200,000 
200,000 
500,000 
500,000 
600,000 
250,000 
500,000 
500,000 
300,000 
500,000 
300,000 
150,000 
700.000 

1829 
1832 
1829 
1832 

1829 
1829 
1829 

i829 
1829 

183i 

1839 

1839 
1836 

1856 

1855 

Catskill  Bank 

1853 

1862 

Bank  of  Niagara  (c) 

i854 

Bank  of  Geneva 

Bank  of  Auburn 

Bank  of  Washington  and  Warren  (d) 

1853 
1850 

Cherry  Valley  Bank§ 

1855 

Bank  of  Chenango 

1856 

Franklin  Bank  (f ) 

North  River  Bank 

1842 

Tradesmen's  Bank 

1855 

Bank  of  Rochester 

1845 

N.  Y.  Chemical  Mfg.  CoJ 

1844 

Fuaon  Bank 

1844 

Loii"  Island  Bunk 

1845 

Delaware  &  Hud  on  Canal  Bank 

Commercial  Bank  of  Albany 

1847 

Dutchess  County  Bank 

Dry  Dock  Comi-any 

X  Green  County  Bank.     %  Central  Bank. 
(e)  Failed  in  lb27.      (f)  Failed  in  1830. 


11  Chemical  Bank,     (c)  Failed  in  1819.      (A)  Failed  in  1825. 


The  first  bank  required  by  its  charter  to  pay  its  notes  in  specie  was  the  Bank  of 
1  Considerations  on  the  currency  and  bar  king  system  of  the  U.  S.,  p.  286. 
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Niagara,  at  Buffalo,  incorporated  in  1816.     All  charters  subsequently  granted  con- 
tained such  a  requirement. 

Governor  Clinton,  in  bis  message  to  the  Legislature  in  1818,  called  attention 
"to  the  extreme  looseness  of  the  system  after  the  close  of  the  war,  and  pointed  out 
the  evils  and  abuses  that  had  arisen,  though  suggesting  no  remedy. 

"The  Restraining  Act  of  1804,  to  which  reference  has  been  made,  passed  with 
the  special  object  of  preventing  the  Merchants'  Bank  of  New  York  from  contin- 
uing business  without  a  legislative  enactment,  prohibited  any  person  under  a 
penalty  of  one  thousand  dollars,  from  subscribing  to  or  becoming  a  member  of 
any  corporation  for  the  purpose  of  receiving  deposits  or  of  transacting  any  other 
business  which  incorporated  banks  may  or  do  transact  by  virtue  of  their' acts  of 
•incorporation.  This  restraining  law  is  said  to  have  been  passed  through  the  aid  of 
influential  men  who  controlled  and  were  interested  in  banking  corporations  then 
in  existence.  This  law,  as  is  seen,  prohibited  associations  of  persons  from  doing  a 
banking  business,  but  it  did  not  specifically  prohibit  individuals  or  incorporated 
institutions  from  engaging  in  banking  and  issuing  notes,  which  they  did  in  denom- 
inations as  low  as  six,  twelve,  twenty-five,  fifty  and  seventy-five  cents,  as  well  as 
4bills  of  greater  value.  At  the  close  of  the  war  of  1812  this  had  become  an  evil  of 
great  magnitude.  Among  those  engaging  in  this  business  were  the  Bankers'  Ex- 
change Bank,  Utica  Insurance  Company,  Little  Falls  Aqueduct  Association,  Cats- 
kill  Aqueduct  Association,  small  notes  of  Benj.  Rathbone,  Calvin  Cheeseman  and 
a  host  of  individuals  and  corporations,  tavern-keepers,  glass  makers,  merchants, 
turnpike  companies,  etc.  To  put  a  stop  to  this  the  Restraining  Act  of  1818  was 
passed,  which  provided  that  no  person,  association  of  persons,  or  body  corporate, 
except  such  bodies  corporate  as  were  expressly  authorized  by  law,  should  keep  an 
office  for  the  purpose  of  receiving  deposits  or  discounting  notes  or  bills,  or  for 
issuing  any  evidence  of  debt  to  be  loaned  or  put  in  circulation  as  money.  The  law 
of  1804,  thus  amended,  remained  upon  the  statute  books  for  thirty-two  years,  and, 
aiter  various  unsuccessful  attempts,  was  finally  repealed  in  1837,  one  year  before 
the  passage  of  the  Free  Banking  Law."* 

It  has  been  seen  that  the  conservative  banking  in  the  period  before  the  war  of 
1812  was  attended  by  no  bank  failures;  the  looseness  of  the  following  years 
■brought  in  its  train  the  eight  failures  noted  above. 

No  detailed  information  as  to  either  the  causes,  circumstances  or  results  of 
these  failures  is  obtainable. 

"SAFETY  FUND"  BANK  NOTES. 

In  the  years  1826,  1827  and  1828  no  bank  charters  had  been  granted  ;  while  of 
the  forty  then  in  force,  thirty  would  expire  between  1829  and  1833.  The  banks 
were  making  most  strenuous  efforts  to  secure  the  renewal  of  their  privileges 
"without  conditions  or  restrictions,  or,  as  the  bank  men  expressed  it,  with  clean 
charters  ; "  but  so  strong  an  opposition  had  meanwhile  developed  that  in  none  of 
the  several  attempts  made  in  1828  to  extend  the  charters  of  various  banks  was  the 
requisite  two-thirds  vote  secured. 

In  his  message  to  the  Legislature  in  1829  Governor  Van  Buren  called  attention 
to  the  opportunity  for  reform  given  by  the  expiration  of  so  many  charters,  and 
briefly  outlined  in  general  terms  a  plan  for  the  improvement  of  the  banking 
•system  of  the  State,  which  he  said  had  been  presented  to  him  by  Mr.  Joshua  For- 
man,  of  Syracuse.  This  plan  was  more  fully  described  by  Governor  Van  Buren  in 
.a  second  communication  to  the  Legislature,  Jan.  26,  1829.  In  brief  it  contem- 
plated a  fund  "to  be  raised  from  an  annual  payment  of  all  the  banks,  according  to 
capital,  to  be  applied  to  the  payment  of  the  debts  of  such  banks  as  shall  fail ;  to 
go  on  accumulating  until  it  shall  amount  to  $500,000  or  $1,000,000  ;  "  and  when 
•diminished  by  payments,  to  be  brought  up  by  further  contributions.  As  to  the 
•origin  of  theidea,  Mr.  Forman  himself  says  :  "  The  propriety  of  making  the  banks 
liable  for  each  other  was  suggested  by  the  regulations  of  the  Hong  merchants  in 
Canton,  where  a  number  of  men,  each  acting  separately,  have,  by  a  grant  of  the 
-Government,  the  exclusive  right  of  trading  with  foreigners,  and  are  all  made  liable 
for  the  debts  of  each  in  case  of  failure.  The  case  of  our  banks  is  very  similar ; 
they  enjoy  in  common  the  exclusive  right  of  making  a  paper  currency  for  the 
people  of  the  State,  and  by  the  same  rule  should  in  common  be  answerable  for 
that  paper.  This  abstractly  just  principle,  which  has  stood  the  test  of  experience 
for  seventy  years,  and  under  which  the  bond  of  a  Hong  merchant  has  acquired  a 
credit  over  the  whole  world  not  exceeded  by  that  of  any  other  security,  modified 
and  adapted  to  the  milder  features  of  our  Republican  institutions,  constitutes  the 
basis  of  the  system." 

Legislation. 

The  recommendations  of  Governor  Van  Buren  were  favorably  received  by  the 
Legislature,  and  were  made  the  basis  of  the  Act  of  April  2, 1829,  commonly  known 

■as  the  "Safety  Fund"  Act.f 

*  J.  J.  Knox,  in  Rhodes'  Journal  of  Banking,  April,  1892,  p.  3b7. 

t  Laws  of  1829,  Chap.  94,  "  An  Act  to  create  a  fund  for  the  benefit  of  the  creditors  of  certain  moneyed 
corporations,  and  for  other  purposes." 
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1829. — The  leading- provisions  of  this  act  were  that  every  bank  thereafter 
established,  or  thereafter  securing  an  extension  of  its  charter,  should  pay  to  the 
Treasurer  of  the  State,  annually  a  sum  equal  to  one-half  per  cent,  of  the  capital 
stock  of  the  bank,  until  the  payments  should  amount  to  three  per  cent,  of  the 
capital  stock.  The  "  Bank  Fund  "  thus  created  was  to  be  invested  by  the  State—  a, 
part  of  the  income  being  used  to  pay  the  salaries  of  the  Bank  Commissioners,  thw- 
remainder  being  paid  over  to  the  contributing  banks  as  a  dividend  upon  their 
respective  contributions — and  was  to  be  "inviolably  appropriated  and  applied  to- 
the  payment  of  such  portion  of  the  debts,  exclusive  of  the  capital  stock,  of  any  of 
the  said  corporations  which  shall  become  insolvent,  as  shall  remain  unpaid  after 
applying  the  property  and  effects  of  such  insolvent  corporations,  as  hereafter  pro- 
vided." The  method  of  procedure  provided  for  by  the  act,  in  case  of  a  failure, 
was,  First:  The  distribution  of  the  assets  of  the  bank  in  the  customary  way; 
Second:  After  all  the  assets  should  have  been  turned  into  money,  and  the  final 
distribution  thereof  made  among  the  creditors,  a  Court  of  Chancery  should  en'er 
an  order,  showing  the  amount  necessary  to  discharge  the  remaining  debts,  and 
authorize  the  Comptroller  to  pay  such  amount  from  the  Bank  Fund.  Then,  and 
not  until  then,  could  any  part  of  the  fund  be  applied  to  the  purpose  for  which  it 
was  designed.  Finally,  whenever  the  fund  should  be  reduced  by  such  payment, 
the  Comptroller  should  call  upon  the  banks  for  additional  contributions  to  the 
fund — not  to  exceed,  however,  one-half  of  one  per  cent,  annual!}7 — to  be  continued 
until  the  fund  should  once  more  be  made  equal  to  three  per  cent,  of  the  capital 
stock  of  the  banks. 

«  The  act  also  authorized  the  appointment  of  three  Bank  Commissioners,  and 
contained  provisions  limiting  the  circulation  to  twice  the  capital  stock  actually 
paid  in,  and  the  loans  and  discounts  to  two  and  one-half  times  the  capital  stock. 

1§37. — The  act  of  May  8th,  1837,  enabled  the  authorities  to  take  such 
measures  as  might  be  necessary  for  the  immediate  payment  of  the  notes  of 
any  insolvent  bank  whose  liabilities  in  excess  of  assets  should  not  exceed  two-thirds- 
of  the  Bank  Fund  and  allowed  the  Comptroller  to  use  his  discretion  as  to  the 
measures  to  be  employed.  The  method  actually  adopted,  in  most  cases,  was  the 
redemption,  by  the  Comptroller  in  Albany,  of  the  notes  of  any  failed  bank,  due 
notice  to  all  being  given  by  publication.  After  the  other  creditors  of  the  bank 
should  be  satisfied,  the  amounts  thus  paid  from  the  Safety  Fund  in  the  redemption 
of  bills,  were  to  be  repaid  to  the  Comptroller  from  the  remaining  assets  of  the 
bank,  if  sufficient  funds  remained.  At  the  final  settlement  of  the  affairs  of  the 
bank  in  this  way,  if  the  remaining  assets  should  prove  insufficient  to  fully  reimburse 
the  Bank  Fund,  the  solvent  banks  should  then  be  called  upon  to  renew  their  con- 
tributions until  the  deficiency  should  be  made  good. 

By  the  act  of  May  16,  1837 — the  act  which  authorized  the  suspension  of  specie 
payments — the  amount  of  circulation  permitted  to  be  issued  was  restricted  to 
$150,000  on  $100,000  capital ;  $200,000  on  $200,000  capital ;  $800,000  on  $1,000,000 
capital,  $1,200,000  on  $2,000,000  capital,  etc.* 

1840. — By  the  act  of  May  14,  1840,  all  banks  except  those  located  in  New 
York,  Brooklyn  or  Albany,  were  required  to  arrange  for  the  redemption  of  their 
notes  in  New  York  or  Albany,  at  not  to  exceed  one-half  of  one  per  cent,  discount. 

1§41. — The  Bank  Commissioners  in  1841,  after  one  or  two  serious  failures 
had  occurred,  proposed : 

(1)  That  the  application  of  any  portion  of  the  fund  to  the  redemption  of  notes- 
of  any  insolvent  bank  should  be  considered  as  an  absolute  reduction  of  the  fund,  to 
reimburse  which  the  banks  should  be  required  to  renew  their  contributions  to  the- 
Safety  Fund  immediately;  or, 

(2)  That  the  receiver  shall  sell  at  public  action,  after  a  short,  stipulated  period, 
the  assets  of  the  bank,  and  make  the  final  dividend,  with  a  view  to  bringing  the 
case  as  speedily  as  possible  within  the  provisions  of  the  law  of  1829. 

The  first  of  these  provisions  was  subsequently  adopted  by  the  Legislature,-f- 
so  that  when  the  system  was  so  severely  shaken  by  the  failures  of  1841  and  1842, 
the  Comptroller  had  authority  to  compel  the  banks  to  renew  their  contributions  to- 
the  fund  at  once — an  authority  which  he  was  not  slow  to  utilize. 

1*12. — April  12,  1842,  when  nine  Safety  Fund  banks  had  failed,  an  act  was. 
passed  providing  that  after  the  payment  of  the  liabilities  then  charged  against  the 
fund,  it  should  thereafter  be  applied  only  to  the  payment  of  circulating  notes  of  failed 
banks.  In  anticipation  of  the  facts  which  will  be  brought  out  later,  it  may  be  said, 
however,  that  the  total  remaining  contributions  of  all  the  banks  until  the  expira- 
tion of  their  charters,  at  various  dates  between  1845  and  1865,  were  hardly  more 
than  sufficient  to  pay  the  amounts  charged  against  the  fund  at  the  passage  of  this- 
act ;  so  that  the  change  came  too  late  to  be  of  any  practical  benefit  in  the  adminis- 
tration of  the  system.  It  was  hardly  more  than  the  recognition  of  the  fact  that  a 
serious  mistake  had  been  made. 

The  Act  of  1842,  also  authorized  the  redemption  of  the  notes  of  insolvent 
banks  in  the  order  of  the    injunctions   granted    against    them,   continued  the 

*  See  p.  13.  •!>  Act  of  May  26, 1841,  ch.  292,  sec.  5. 
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•contributions  from  the  banks,  and  provided  that  the  annual  contributions  for  the 
»ext  four,  five,  or  six  years  might  be  commuted  by  advance  payments  made  in  the 
notes  of  any  insolvent  bank  at  par,  with  an  allowance  of  interest  at  the  rate  of  7 
per  cent,  to  such  dates  as  the  contributions  would  regularly  have  become  due. 
This  provision,  it  will  be  noted,  made  a  practical  exception  to  the  previously  pre- 
scribed rule  that  the  notes  of  all  banks  should  be  redeemed  from  the  fund  in  the 
order  of  the  injunctions,  inasmuch  as  it  allowed  the  notes  of  the  bank  last  failing 
1t>  be  redeemed  in  this  way  alongside  the  notes  of  the  earlier  cases.  This  wns  an 
advantage  accruing  only  to  the  banks  ;  individuals  holding  the  notes  of  the  banks 
-last  failing  could  obtain  no  benefit  from  it. 

1  $-13. — In  1843,  to  guard  agamst  over  issues,  an  act  was  passed  providing  for 
the  substitution  of  notes  registered  and  countersigned  by  the  Comptroller,  to  be  de- 
livered to  the  banks  in  blank,  for  the  hitherto  unrecorded  issues — their  original 
plates  being  surrendered  by  the  banks.  The  office  of  Bank  Commissioner  was 
-abolished  at  this  time,  and  the  duties  of  that  office  assigned  the  Comptroller,  to 
whom  each  bank  was  required  to  make  quarterly  reports. 

1845. — By  the  Act  of  April  28,  1845,  the  Comptroller  was  authorized  to  issue 
stock  on  behalf  of  the  State,  redeemable  from  subsequent  contributions  to  the 
Bank  Fund,  with  which  to  secure  funds  promptly  to  settle  with  the  creditors 
of  the  eleven  Safety  Fund  banks  which  were  then  insolvent. 

1846. — The  next  step  of  importance  in  the  development  of  the  bank-note  cur- 
rency of  the  State  was  the  Constitution  of  1846,  making  the  notes  a  first  charge 
•upon  all  the  assets  of  any  bank  or  banking  association,  and  making  the  stock- 
holders individually  responsible,  each  to  the  amount  of  the  stock  held  by  him,  for 
-all  debts  or  liabilities  contracted  after  January  1,  1850. 

1§4§. — By  the  Act  of  April  12,  1848,  it  was  provided  that  any  bank  with  a 
oapital  of  more  than  $200,000  might  issue  notes  up  to  the  amount  of  capital  paid  in. 
The  increase  thus  authorized  was  required  to  be  secured  by  pledge  of  stocks  in  the 
same  manner  as  the  notes  of  "  Free  Banking"  associations. 

1866. — By  Act  of  April  13,  1866,  the  Superintendent  of  Banking  was  directed 
to  apportion  the  remnant  of  the  Safety  Fund  then  in  his  hands  to  the  payment  of 
oirculation  of  failed  banks  still  outstanding. 

Experience. 

During  the  same  session  of  the  Legislature  in  which  the  original  act  of  1829 
was  passed,  sixteen  banks  were  rechartered  in  accordance  with  its  provisions,  and 
eleven  new  banks,  also  subject  to  this  law,  were  established.  The  New  York  City 
banks  at  first  refused  to  accept  charters  under  the  law,  though  they  were  glad 
enough  to  do  so  later  on,  when  it  became  apparent  that  it  would  be  impossible  for 
them  to  secure  any  extension  of  their  charters  except  under  the  "  Safety  Fund  " 
Act.  In  1830,  nine  new  banks  were  chartered ;  in  1831,  eight  (all  New  York  City 
banks)  were  re-chartered,  and  nine  were  newly  established ;  in  1832,  two  were  re- 
•chartered  and  seven  were  chartered  ;  in  the  years  1833  to  1836,  inclusive,  twenty- 
eight  new  banks  were  chartered.  In  1836  the  capital  of  one  bank — the  Dutchess 
County  Bank— was  increased  to  $450,000,  and  the  bank  placed  under  the  provisions 
of  the  Safety  Fund  law,  although  the  period  of  incorporation  was  not  extended — it 
having  then  nine  years  yet  to  run.  In  1839,  two  banks  whose  charters  were  about 
to  expire  were  rechartered  under  the  provisions  of  the  Safety  Fund  law — their  ex- 
istence being  continued  until  July  1st,  1845.  This  makes  a  total  of  ninety-three 
banks,  with  an  aggregate  original  capital  of  nearly  $38,000,000,  either  established 
or  re-chartered  under  this  act;  although  the  largest  number  ever  in  operation  at 
«ny  one  time  was  ninety-one,  with  an  actual  capital  of  $32,951,460. 

The  table  below  contains  the  name,  amount  of  capital,  date  of  incorporation 
or  re-incorporation,  and  expiration  of  charter  of  each  of  these  banks — the  names  of 
banks  which  afterwards  failed  being  put  in  italics. 

BANKS  CHARTERED  AND   RECHARTERED    BY   THE   STATE   OP   NEW  YORK  UNDER  THE 

SAFETY    FUND    SYSTEM. 


Year 
Chartered. 

Charter 
Expired. 

Name  of  Bank. 

Location. 

Capital. 

1829 

Jan.  1,1855 

"      1850.  ... 

"      1853 

M      1855 

"      185C 

"      1853 

M      1853 

"      1854 

"      1853 

SeeNo»e  A 

Jan.  1,1853 

"      1851 

44      1851 

••      1856 

Banks  Rechartered. 

Albany  

$240,000 

5J00,000 

n 

Bank  of  Catskil  1 

Catskil] 

150,000 

it 

Cherry  Valley 

120,000 

tt 

120,<W) 

u 

Troy    

278,000 

*» 

400,000 

-». 

Jefferson  County  Bank 

200,000 

«4 

442.000 

X 

(Middle  Dis-trict  Bank) 

(500,000) 

M 

Schenectady 

165,000 

** 

140,000 

M 

368,600 

.. 

J  Ontario  Bank  1 

j  Canandaigua  / 

|     and  Utica    {"•••• 

500,000 

1    and  branch    » 
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BANKS   CHARTERED   AND   RECHARTERED   BY  THE   STATE  OP   NEW   YORK   UNDER  THE 
SAFETY  FUND  SYSTEM.— Concluded. 


Year 
Chartered. 


Charter 
Expired. 


Name  of  Bank. 


Location. 


Capital. 


Jan.  1,  1853. 

"      1850. 

"  1853. 
July  1,  1852. 
Jan.  1,  1855. 

"      1853. 

"      1857. 

"      1855. 

"      1853. 

M  1854. 
July  1, 1855. 
Jan. 1,1862. 
July  1, 1845. 


Lansingburg. 


July  1, 1857. 
Failed  1848. 
Jan. 1, 1852. 
"  1850. 
See  Note  B 
Ian.  1, 1854. 
June  4, 1849. 
Jan.  1,  1850. 


Failed  1840 

June  14,  1859... 

Jan.  1,1853 

June  4, 1855.... 
12,1855.... 
July  1,1855.... 
Jan.  1,  1857.... 
"      1854 


"   1858. 

"   1857. 

"  1855. 
Failed  1841. 
Jan.  1,  1860. 

w      1858. 

11  1857. 
Failed  1842. 
Jan.  1, 1860. 
June  1,1861. 
Failed  1857. 
Jan.  1,  1860. 

M  1862. 
June  1,1862. 
Jan.  1, 1866. 

M      1862. 

'      1862. 


1863. 


Failed  1854. 
Jan.  1, 1863. 


'      1864. 
Failed  1841. 

Jan.  1, 1864*. 

Failed  1842! 

*  1&57. 
'      1857. 

Jan.  1, 1866. 
Failed  1840. 

*  1842. 
'      1841 

Jan.  1,  1866! 
Failed  1842. 
Jan.  1, 1866. 


I  Failed  1842. 


Banks  Rechartered. 

Bank  of  Troy Troy 

Bank  of  Utica Utica 

Bank  of  America New  York. 

City  Bank 

Mechanics'  Bank 

Bank  of  New  York 

Merchants'  Bank , 

Tradesmen's  Bank , 

Union  Bank , 

Phoenix  Bank , 

Bank  of  Lansingburg 

Bank  of  Orange  County Goshen' 

Dutchess  County  Bank Poughkeepsie 

Long  Island  Bank Brooklyn 

Bank  of  Rochester Rochester 

Banks  Chartered. 

National  Bank iNew  York. 

Canal  Bank  of  Albany !  Albany 

Bank  of  Genesee Datavia 

Bank  ot  Ithaca ilthaca 

Lockport  Bank Lockport 

Merchants'  &  Mechanics'  Bank JTroy 

Merchants'  Exchange  Bank New  York, 

Bank  of  Monroe [Rochester 

Ogdensbnrgh  Bank [Ogdensburg. . . 

Wayne  County  Bank IPalmyra 

Bank  of  Whitehall \  Whitehall 


New  York. 


Hudson. 
Genesee 


Butchers'  &  Drovers'  Bank 

Greenwich  Bank 

Hudson  River  Bank 

Livingston  County  Bank. 

Mechanics'  &  Traders'  Bank (New  York. 

Onondaga  County  Bank (Syracuse 

Otsego  County  Bank !Cooperstown . . 

Bank  of  Poughkeepsie iPoughkeepsie 

Saratoga  County  Bank jWaterford 

Broome  County  Bank [Binghamton. . . 

Bank  of  Buffalo Bufialo 

Cbautauqua  County  Bank 

Madison  County  Bank 

Montgomery  County  Bank 

Oswego  County  Bank 

Tanners'  Bank 

Ulster  County  Bank 

Yates  County  Bank 

Brooklyn  Bank 

Essex  County  Bank 

Leather  Manufacturers'  Bank 

Bank  of  Rome 

Bank  of  Salina 

Schenectady  Bank 

Steuben  County  Bank 

Cayuga  County  Bank 

Chemune  Canal  Bank 

Herkimer  County  Bank 

Lewis  County  Bank 

Seneca  County  Bank 

Seventh  Ward  Bank 

Troy  Citv  Bank 

Westchester  County  Bank 

Albany  City  Bank 

Commercial  Bank  of  Buffalo 

Commercial  Bank  of  New  York. . 
Farmers'  &  Manufacturers'  Bank 

Highland  Bank 

Lafayette  Bank 

Bank  of  Orleans 

Sacket's  Harbor  Bank 

Atlantic  Bank 

City  Bank  of  Buffalo 

Clinton  Co»nty  Bank 

Commercial  Bank  of  Oswego — 

Kingston  Bank 

Bank  of  Lyons 

Oneida  Bank , 

Bank  of  Owego 

Rochester  City  Bank 

Bank  of  the  State  of  New  York. . . 

Tompkins  County  Bank 

Watervliet  Bank 


Jamestown 

Cazenovia 

Johnston 

Oswego 

Catskill 

Kingston 

Penn  Yan 

Brooklyn 

Keeseville 

New  York 

Rome 

Salina 

Schenectady 

Bath.... ;... 

Auburn 

Elmira 

Little  Falls 

Martinsburgh 

Waterloo 

New  York 

Troy 

Peekskill 

Albany 

Buffalo 

New  York 

Poughkeepsie 

Newburgh 

New  York 

Albion 

Sacket's  Harbor 

Brooklyn 

Buffalo 

Plattsburg 

Oswego 

Kingston 

Lyons 

Utica 

Owego 

Rochester 

New  York 

Ithaca  

Watervliet 


$440,000 

600,000 

2,001,200 

720,000 

2,000,000 

1,000,000 

1,490,000 

400,000 

1,000,000 

1,500,000 

120,000 

105  660 

600,000 

300,000 

250,000 

750,000 
300,000 
100,000 
200,000 
100,000 
300,000 
750,000 
300,000 
100,000 
100,000 
100,000 
500,000 
200,000 
150.000 
100,000 
200,000 
150,000 
100,000 
100,000 
100,000 
100,000 
200,000 
100,000 
100,000 
100,000 
150,000 
100,000 
100,000 
100,000 
200,000 
100,000 
600,000 
100,000 
150,000 
150,000 
150,000 
250,000 
200,000 
200,000 
100,000 
200,000 
500,000 
300,000 
200,000 
500,000 
400,000 
500,000 
300,000 
200,000 
500,000 
200,000 
200,000 
500,000 
400,000 
200,000 
250,000 
200,000 
200,000 
400,000 
200,000 
400,000 
2,000,000 
250,000 
250,000 


Total,  93  banks.  Aggregate  capital $33,551,460 

Note  A.—  The  Middle  District  Bank  ought  hardly  to  be  included  in  this  list,  as  it  failed  in  1829, 
inst  after  its  charter  was  extended,  but  before  the  first  contributions  to  the  Safety  Fund  were  due,  and 
Defore  its  liabilities  could  become  a  charge  upon  the  Fund. 

Note  B.—  Charter  of  the  Lockport  Bank  annulled  by  the  Legislature  in  1837. 

Note  C— The  location  of  Sacket's  Harbor  Bank  was  changed  in  1852  to  Buffalo,  and  its  name  shortly 
afterwards  changed  to  "Reciprocity  Bank." 
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FIRST  RESORT  TO  TZ3  SAFETY  FUND. 

The  first  occasion  for  the  use  of  the  Safety  Fund  occurred  in  1837.  Early  ia 
May  of  that  year  injunctions  were  issued  against  three  banks  in  Buffalo — the  City- 
Bank  of  Buffalo,  the  Bank  of  Buffalo  and  the  Commercial  Bank  of  Buffalo.  Im- 
mediate^' upon  the  passage  of  the  Act.  of  May  8,  1837,  mentioned  above,  the  Chan- 
cellor authorized  the  Comptroller  to  take  such  measures  as  he  might  deem  neces- 
sary for  the  immediate  payment  of  f-,foe  ordinary  notes  of  these  banks. 

Their  outstanding  circulation  at  the  time  was  reported  by  the  Bank  Commis- 
sioners  to  be : 

Bank  of  Buffa'io .......................... $111,234 

Commercial  Bank  of  Buffalo  •»«.!. ......* ,,, 174,782 

City  Bank  of  Buffalo ,, ...................... 127,845 

Total , ...$413,961 

The  "  measures  deemed  necessaiy"  by  the  Comptroller  were  to  authorize  and 
give  public  notice  that  the  bills  of  those  banks  would  be  received  in  payment  of 
canal  tolls  and  all  other  debts  to  the  State ;  a  measure  which  gave  general  credit 
to  the  bills  in  actual  circulation.  Between  May  8  and  June  30  there  had  been 
redeemed  from  the  Bank  Fund,  of  uhe  notes  of  the  Bank  of  Buffalo,  $21,815  ;  of 
the  Commercial  Bank  of  Buffalo,  $18,173  ;  and  of  the  City  Bank  of  Buffalo,  $24,495. 
Th<jse  advances,  together  with  interest  at  7  per  cent.,  were  repaid  to  the  Safety 
Fund  by  the  several  banks  on  whose  account  they  had  been  made. 

In  the  same  year  the  charters  of  two  banks  were  repealed  by  the  Leg- 
islature. These  were  the  Sacket's  Harbor  Bank  (charter  repealed  May  12,  1837) 
and  the  Lockport  Bank  (charter  repealed  May  15,  1837).  On  the  20th  of  May 
orders  similar  to  those  issued  in  theoaseof  the  Buffalo  banks  were  issued  authoriz- 
ing the  Comptroller  to  take  measures  for  the  immediate  payment  of  the  bills  of 
these  banks,  alter  providing  for  the  payment  of  the  bills  of  the  three  banks  againsi 
which  prior  injunctions  had  been  granted.  The  reported  circulation  of  the 
S  ickets  Harbor  Bank  at  the  time  was  $154,552;  and  that  of  the  Lockport  Bank, 
$65,172. 

"  Notice  was  immediately  given  'yy  the  Comptroller  that  the  bills  of  those  banks 
would  be  received  for  canal  tolls,  and  eJA  payments  to  the  State  Treasury/  *  *  * 
and  the  Comptroller  did  not  deem  it  necessary  to  make  any  other  provision, 
than  that  before  alluded  to  for  the  redemption  of  these  bills,  until  a  general  ar- 
rangement was  entered  into  by  the  banks  for  redeeming  their  bills  in  New  York  City. 
"When  this  took  effect  notice  was  given  that  the  bills  of  the  Sacket's  Harbor  and 
Lockport  banks  would  be  redeemed  ai  iiie  bank  where  the  Treasury  deposits  are 
kept  in  the  city  of  Albany."* 

The  charter  of  the  Sacket's  Harbor  Bank  was  shortly  afterwards  revived  and 
all  the  charges  on  the  fund  on  account  of  that  bank  were  reimbursed  by  it  as  fol- 
lows: Notes  redeemed,  $92,361;  accrued  interest,  $814.29;  total,  $93,175.29. 

The  charter  of  the  Lockport  Bank,  however,  was  not  renewed.  The  amount 
of  bills  redeemed  from  the  Fund  was  $33,168,  in  addition  to  which  the  bank  itself 
redeemed  at  its  own  counters  some  $20,000.  The  trustees  of  the  bank  paid  over  to 
the  Comptroller,  for  the  benefit  of  the  Bank  Fund,  $35,189.75,  leaving  unsettled  a. 
balance  of  $978.25,  together  with  $2,021.75  accrued  interest,  which  amounts  were 
involved  in  controversy  between  the  Comptroller  and  the  bank.  This  was 
finally  settled  in  1841  by  a  special  act  of  the  Legislature  which  recognized  the 
claim  of  the  bank — the  latter  giving  satisfactory  security  for  the  redemption  of  all 
its  outstanding  notes,  and  pledging  itself  to  indemnify  the  Bank  Fund  against  all 
claims  upon  it  on  account  of  any  debis  of  the  bank.  The  Safety  Fund  was  there- 
fore practically  intact  in  1840  when  Che  first  really  serious  failures  occurred  and 
stood  at  $870,615.76. 

DISASTROUS  FAILURES. 

In  the  years  1840-42  there  came  following,  one  upon  another,  eleven  important 
failures,  viz : 

(1.)    City  Bank  of  Buffalo... . ., ......Feb.  3,  1840. 

(2.)    Wayne  County  Bank Dec,  1840. 

(3.)    Commercial  Bank  of  New  York Sept.,  1841. 

(4.)    Bank  of  Buffalo Nov.  2,  1841. 

(5.)    Commercial  Bank  of  Buffalo Nov.  15,  1841. 

(6.)    Commercial  Bank  of  Oswego Dec.  7,  1841. 

(7.)    Watervliet  Bank , , Mar.  9,  1842. 

(8.)    Clinton  County  Bank .,......,, , Apr.  9,  1842. 

(9.)    Lafayette  Bank Feb.,  1842. 

(10.)  Bank  of  Lyons Sept,  13,  1842. 

(11.)  Bank  of  Oswego ,  1842. 

In  the  case  of  the  first  three  of  these  the  Comptroller  at  once  proceeded,  in 
accordance  with  the  Act  of  1837,  .to  redeem  the  notes  as  fast  as  presented.     By  the- 

*  Comptroller's  Report,  1838,  p.  16.  *   •  '"' 
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contributions  of  the  banks  in  January,  1841,  the  fund  was  brought  up  to  about 
$914,000. 

From  the  terms  of  the  Act  of  1837  the  Comptroller  considered  it  manifest  that 
the  immediate  redemption  of  notes  of  failed  banks  was  to  be  provided  for  only  so 
long  as  one-third  of  the  Bank  Fund  should  still  be  left  untouched  and  that  until 
further  contributions  were  made  to  the  fund  he  had  at  his  disposal,  for  the  purpose 
of  redeeming  notes,  only  two-thirds  the  aggregate  contributions  up  to  date,  or  less 
than  $610,000.  When  the  Commercial  Bank  of  New  York  failed  in  September,  1841, 
$427,876  of  this  had  already  been  exhausted  in  the  redemption  of  the  notes  of  the  City 
Bank  of  Buffalo  and  the  Wayne  County  Bank.  The  redemption  of  the  bills  of  the  Com- 
mercial Bank  of  New  York  took  $118,631  more  before  the  close  of  the  year.  This 
left  the  Comptroller  only  about  $60,000  from  the  amount  he  felt  authorized  to 
apply  to  this  purpose,  and  when  the  Bank  of  Buffalo  failed  in  November,  1841, 
with  a  reported  circulation  of  $290,000,*  the  Comptroller  expressed  his  belief  that 
there  was  no  legal  authority  for  undertaking  the  redemption  of  the  bills  of  this 
bank. 

The  Bank  Commissioners,  however,  interpreting  the  law  to  mean  that  the 
redemption  of  notes  should  be  provided  for  if  the  liabilities,  over  and  above  the 
assets,  did  not  exceed  two- thirds  of  the  balance  of  the  bank  fund  then  unexpended, 
authorized  the  Comptroller  to  take  measures  for  the  payment  of  the  notes  of  the 
Bank  of  Buffalo.  The  immediate  question  in  dispute  was  rendered  of  less  import- 
ance by  the  fact  that  the  Comptroller  had  already  issued  a  call  for  a  further  con- 
tribution of  %  °f  one  Per  cent,  from  each  bank,  to  be  paid  on  or  before  Jan.  1, 
1842,  which  added  $161,899.19  to  the  fund. 

Though  several  other  failures  followed  closely  on  that  of  the  Bank  of  Buffalo, 
it  was  deemed  impossible  to  utilize  any  portion  of  the  Bank  Fund  for  the  redemp- 
tion of  their  bills,  the  balance  then  being  only  about  $300,000 — which  must  be  set 
apart  for  the  depositors  and  other  creditors  of  the  banks  previously  failed. 

At  this  juncture  came  the  passage  of  the  Act  of  1842,  permitting  the  banks  to 
anticipate  their  annual  contributions  for  the  next  four,  five  or  six  years  by  advance 
payments  in  which  the  notes  of  any  of  the  then  insolvent  banks  would  be  received. 

The  banks  quite  generally  took  advantage  of  this  provision,  as  considerable 
amounts  of  the  bills  of  broken  banks  had  collected  in  their  hands,  in  most  cases 
accepted  at  a  considerable  discount,  and  the  opportunity  to  invest  them  at  par  in 
such  shape  that  they  would  be  drawing  7  per  cent,  interest  was  eagerly  seized. 
Within  the  six  months  allowed  them  by  the  act  sixty-four  banks  had  paid  up 
nearly  half  a  million  dollars,  in  the  notes  of  the  following  banks — all  of  which 
became  insolvent  subsequent  to  the  Bank  of  Buffalo  : 

Commercial  Bank  of  Buffalo $138,528 

Commercial  Bank  of  Oswego „• 140,330 

Watervliet   Bank 98,877 

Lewis  County  Bankt 636 

Bank  of  Lyons 25,545 

Lafayette  Bank 14 

Clinton  County  Bank .  73,679 

Total , $477,609 

In  addition  to  the  $477,609  thus  virtually  redeemed  from  the  Bank  Fund,  the 
Comptroller  exchanged  $100,000  of  7  per  cent.  Bank  Fund  stock  for  $60,000  in  notes 
of  the  Bank  of  Buffalo,  $20,000  in  notes  of  the  Commercial  Bank  of  Buffalo,  and 
$20,000  in  current  funds. 

In  May,  1843,  the  Comptroller  was  enjoined  from  using  any  portion  of  the  Bank 
Fund  for  the  purpose  of  paying  creditors  of  any  bank  that  may  have  become  insolv- 
ent since  the  failure  of  the  Bank  of  Buffalo,  without  reserving  enough  to  pay  all 
the  creditors  of  the  Bank  of  Buffalo  and  the  three  banks  whose  failures  had  pre- 
ceded it.  The  object  of  this  was,  of  course,  to  protect  the  interests  of  the  depositors 
and  other  general  creditors  of  the  City  Bank  of  Buffalo,  the  Wayne  County  Bank, 
the  Commercial  Bank  of  New  York,  and  the  Bank  of  Buffalo.  Until  all  the  debts 
of  these  four  banks  were  provided  for  not  even  the  notes  of  the  banks  that  failed 
later  could  be  redeemed. 

During  the  next  year  the  Comptroller  continued  the  redemption  of  the  notes 
of  the  four  first  mentioned  banks  and  by  Sept.  30,  1844,  the  total  redemptions — in- 
cluding also  the  amounts  received  in  commutation  of  contributions  to  the  safety 
fund  and  the  amounts  for  which  stock  had  been  exchanged — amounted  to  $1,502,- 
170  ;  while  the  bank  fund  on  hand  at  the  same  date  amounted  to  $145,493.72. 

In  accordance  with  the  Act  of  April  28,  1845,  the  Comptroller  issued  stock  for 
the  payment  of  which  the  future  contributions  of  the  remaining  banks  of  the  sys- 
tem were  were  pledged,  and  with  the  proceeds  prepared  to  settle  up  all  charges 
against  the  Safety  Fund.     June  6th,  1845,  he  gave  notice  that  he  would  redeem  at 

j  *  The  actual  circulation,  as  shown  by  subsequent  developments,  was  over  $400,000. 
t  The  Lewis  County  Bank  was  temporarily  enjoined  during  a  part  of  the  year  1842,  which  account* 
for  its  appearance  here.    It  shortly  afterwards  resumed  business  and  thereafter  redeemed  its  own  notes. 
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par  the  outstanding  notes  of  all  insolvent  banks,  and  between  that  date  and  Sept. 
30,  1850,  he  did  redeem  such  as  were  presented— amounting  to  about  $113,000— $37,- 
754  of  which  was  by  the  issue  of  stock  and  the  remainder  by  the  payment  of  cash 
from  the  fund.  This  made  the  total  redemptions  on  account  of  the  notes  of  these 
banks,  up  to  Sept.  30,  1850,  as  follows 

City  Bank  of  Buffalo $317,10? 

Wayne  County  Bank 113,131 

Commercial  Bank  of  New  York 139,837 

Bank  of  Buffalo 435,540 

Commercial  Bank  of  Buffalo 186,861 

Commercial  Bank  of  Oswego 163,162 

Watervliet  Bank 134,107 

Clinton  County  Bank 71,896 

Bank  of  Lyons 52,898 

Lafayette  Bank  38 

Total $1,614,577 

It  would  appear  from  later  reports  that  subsequent  to  1850,  some  $725  was  paid 
out  in  redemption  of  additional  bills  of  these  banks,  but  it  is  impossible  to  ascer- 
tain the  individual  banks  to  which  this  should  be  charged. 

PAYMENT   OF  OTHER  CREDITORS  THAN  NOTE-HOLDERS. 

The  Act  of  1845  recognized  the  liability  of  the  fund  not  only  as  towards  the 
holders  of  the  circulating  notes,  but  also  to  the  general  creditors  of  the  banks  that 
had  already  failed,  and  provided  the  means  for  meeting  their  demands.  It  called, 
first,  upon  the  several  receivers  to  furnish  estimates  of  the  additional  amounts  re- 
quired to  enable  them  to  pay  all  their  creditors,  and  directed  the  Comptroller  to 
issue  State  stock  to  an  amount  sufficient  to  meet  all  the  demands  against  the  fund. 

In  Dec,  1845,  the  receivers  of  six  banks  reported  that  the  following  amounts 
would  be  required  to  enable  them  to  pay  off  their  creditors  :  Bank  of  Buffalo,  $150,- 
000  ;  Commercial  Bank  of  Buffalo,  $435,000  ;  Watervliet  Bank,  $100,000  ;  Commer- 
cial Bank  of  Oswego,  $90,000;  Clinton  County  Bank,  $142,000;  Bank  of  Lyons, 
$100,000,  total,  $1,017,000. 

The  method  of  settlement  followed  by  the  Comptroller  was,  in  general,  taking 
up  the  creditors  of  only  one  or  two  banks  at  a  time,  to  pay  all  debts  of  less  than 
$1,000  in  cash,  and  issue  stock  in  payment  of  all  claims  for  larger  sums.  During 
the  few  months  intervening  between  the  passage  of  the  Act  and  the  close  of  the 
fiscal  year,  Sept.  30,  1845,  he  settled  with  all  the  general  creditors  of  three  banks, 
liquidating  claims  to  the  following  amounts:  Bank  of  Buffalo,  $149,241.22;  Com- 
mercial Bank  of  New  York,  $146,129.23  ;  Commercial  Bank  of  Oswego,  $78,351.63  ; 
Total,  $373,722.08— of  which  $69,488  was  by  payments  of  cash  from  the  Fund,  and 
$304,233.69  by  the  issue  of  stock.  This  was  the  first  application  of  any  portion  of 
the  Safety  Fund  to  debts  other  than  circulation.  In  the  course  of  the  next  year  the 
creditors  of  the  Commercial  Bank  of  Buffalo  were  settled  with  in  full  and  a 
beginning  made  with  the  creditors  of  the  other  banks,  which  were  shortly  after- 
wards disposed  of. 

By  1851  the  following  amounts  had  been  paid  out  in  settlement  of  debts  other 
than  circulation : 

Wayne  County  Bank $16,077.70 

Commercial  Bank  of  New  York 146,129.23 

Bank  of  Buffalo 149,241.22 

Commercial  Bank  of  Buffalo 424,514.87 

Commercial  Bank  of  Oswego 78,351.63 

Watervliet  Bank 77,484.09 

Clinton  County  Bank 156,257.39 

Bank  of  Lyons 40,053.08 

Total $1,088,109.21 

Of  the  whole  eleven  banks  whose  failures  occurred  so  near  together,  only  two 
— the  Lafayette  Bank  of  New  York  and  the  Bank  of  Oswego— found  themselves 
able  to  settle  with  all  their  creditors  and  redeem  all  their  circulating  notes  without 
calling  upon  the  Bank  Fund  for  assistance. 

The  contributions  of  the  solvent  banks  had  by  this  time  so  far  surpassed  the 
current  demands  upon  the  fund  that  by  Sept.,  1850,  the  Comptroller  had  been  able 
to  call  in  and  pay  off  over  $200,000  of  the  Bank  Fund  stock,  leaving  outstanding  on 
that  date  $715,905.33. 

The  creditors  of  the  banks  having  been  in  this  way  satisfied  either  by  means  of 
payments  from  the  fund  or  the  issue  of  Bank  Fund  stock,  the  Safety  Fund  became 
the  natural  claimant  for  whatever  amounts  should  be  realized  from  the  remaining 
assets  in  the  hands  of  the  receivers,  up  to  the  full  amount  advanced. 

In  December,  1845,  the  receivers  had  reported  the  amounts  of  assets  sold  and 
on  hand,  and  estimated  the  value  of  the  remaining  assets  as  follows  : 
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City  Bank  of  Buffalo 

Bank  of  Buffalo 

Commercial  Bank  of  Buffalo.   . . 

Wayne  County  Bank 

Bank  of  Lyons 

Bank  of  Oswego 

Clinton  County  Bank , 

Commercial  Bank  of  New  York. 

Wateivliet  Hank 

Commercial  Bank  of  Oswego 


Assets  at 
Failure. 


$739 
1,221 
985 
293 
385 
213 
513 
858 
202 
507 


.017.35 
843.30 
,063.92 
970.39 
608.08 
353.25 
429.66 
471.68 
378.91 
173.36 


Amount 
Realized. 


Amount  of  As- 
sets Ln.old. 


Estimated 
Value  of  Unsold 

Assets. 


$166,576.08 
82,836.69 
172 
56, 
37 
32 


$570,000.00     !      $50,405.00 


456,447.31 
2  46,200. 6'.) 
236.229.34 
163,813.00 

64,381.57 
301,105.96 
204,137.49 

94.087.19 


VI 


627.53 
524.47 
a 

752.65 
b 


10.525.15 


(a)  Receiver  of  the  Bank  of  Oswego  unable  to  affix  any  definite  value  to  remaining  assets.  Thinks  they 
will  prove  sufficient  to  pay  all  tUo  debts  of  thi  bank  by  the  following  summer. 

{b)  The  Commercial  Bank  of  N^w  York  had  already  realized  enough  to  declare  a  dividend  of  70#  to  its 
creditors.  Impossible  to  assign  values  to  remaining  assets  ;  but  thinks  it  quite  probable  that  there  will 
«i  ill  be  a  deficiency  to  be  met  by  the  Safety  Fund. 

After  the  assumption  and  settlement  of  the  debts  of  the  several  banks  by  the 
Comptroller,  the  conversion  of  the  remaining  assets  into  cash  became  slow.  In  some 
instances  the  receivers  advertised  and  sold  the  assets  at  public  auction,  in  which 
case  the  Comptroller  usually  appointed  an  agent  to  look  after  the  interests  of  the 
Safety  Fund  and  bid  in  such  assets  as  seemed  to  be  going  at  a  sacrifice.  In  this  way, 
in  November,  1845,  the  Comptroller  bid  off  for  $16,900  assets  of  the  City  Bank  of 
Buffalo  of  a  nominal  value  of  $470,000.  Likewise  the  most  of  the  remaining  assets 
of  the  Watervliet  Bank  were  bid  off  by  the  Comptroller.  In  the  cases  where  the 
receiver  continued  the  slow  process  of  collecting  the  assets,  the  proceeds,  after 
expenses  were  deducted,  were  turned  over  to  the  Comptroller  from  time  to  time, 
and  where  the  assets  themselves  came  into  the  hands  of  the  latter,  as  fast  as  any- 
thing was  realized  from  them  it  was  turned  into  the  Bank  Fund.  The  amounts 
thus  realized  between  1845  and  1866  were  as  follows  : 

City  Bank  of  Buffalo $99,995.52 


Watervliet  Bank. 

Bank  of  Lyons 

Commercial  Bans  of  Oswego. . . 
Commercial  Bank  of  New  York 
Commercial  Bank  of  Buffalo... 
Banks  not  specified  in  reports. 


13.258.52 
3,760.60 
2,392.&3 
7,188.17 
5,000.00 
6,482.24 


Total $138,077.38 

The  Comptroller  on  several  different  occasions  called  attention  to  the  fact  that 
these  assets  were  not  being  turned  into  money  as  rapidly  or  to  so  large  an  extent 
as  they  might  be  if  in  the  hands  of  individuals,  and  requested  authority  to  sell 
those  still  remaining  in  his  hands  for  what  they  would  bring.  This  authority,  how- 
ever, was  not  given  him,  and  considerable  amounts  that  could  probably  have  been 
■collected  if  they  had  been  given  careful  attention,  were  allowed  to  remain  uncol- 
lected until  the  statute  of  limitations  effectually  cut  off  all  hope  of  realizing  any- 
thing further. 

To  summarize  the  transactions  between  these  insolvent  banks  and  the  Safety 
Fund  and  to  present  briefly  the  more  important  facts  in  regard  to  each,  the  fol- 
lowing will  prove  valuable : 


Capital 
Stock. 

Circula- 
tion 
allowed. 

el  . 

5  g  § 

si 

Circulation 

outstanding  at 

failure,  as 

reported  by 

Receiver. 

Paymen 
Ban! 

In  re- 
demption 
of  notes. 

ts  from  the 
i  Fund. 

In 
payment  of 
other  debts. 

Receipts 
from 
assets, 
paid  to 
Bank 
Fund. 

BALANCE. 

CityBk.  of  Buffalo 
Wayne  Co.  Bk... 
Com.  Bk.  of  N.  Y. 
Bank  of  Buffalo.. 

$400,000 
100,000 
500,000 
203,000 
400,000 

250,000 

250,000 

200,000 

200,000 
500,000 
150,000 

$300,000  *268.922 

V  $1 22,6:38  "V 
1      17,354  a  f 

120,000 
(265  000     \ 
1      25,000  a  f 

488,257  c 
(    197,000     ) 
{      11,650  fl 
\      21,537  6 

126,778 
j      69,779     1 
|      80,424  a  j 

109,000 

$317,107 
113,131 
139,837 
435,510 
186,861 

163.162 

134,107 

71,896 

52,898 
38 

$99,995.52 
7,188.17 

$217,111.48 
129,208.7  1 
278,778. 0U 
584,781. 22 

150,000 
350,000 
200,000 
300,000 
225,000 

225,000 

200,000 

200,000 
350,000 
175,000 

144,392 
121,370 
195,760 
246,662 

216,096 

114,510 
167,781 
80,825 
71,598 
95,450 

$16,077.70 
146,129.23 
149,241.22 
421,514.87 

78,351.63 

77,481.09 
156,257.39 
40,053.08 

Com.Bk.ofBuff'lo 

Com  Bk  of  Oswego 

Watervliet  Bank. 

Clinton  Co.  Bk... 

Bank  of  Lyons... 
.Lafayette  Bank.. 

5,000.00 
2,392.33 
13,258.52 

3,960.60 

606,375.87 

239, 121.  CO 

198,332.57 

228,153.39 

88,990.48 
38.00 

Oswego  Bank 

Hot  specified 

725 

$1,068,109.21 

6,482.24 

$138,277.38 

Total 

$3,150,000  $2,675,000 

$1,615,302 

|  $2,565,133.63 

a.  Claimed  as  belonging  to  the  bank,  mainly  in  the  hands  of  redemption  agents. 

b.  Held  by  other  banks  as  collateral  security. 

c.  Ahout  $100,000  of  these  notes  were  claimed  as  being  the  property  of  the  bank,  held  by  others  mainly 
cllati'iMl  security. 
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After  the  failure  of  these  eleven  banks,  as  already  outlined,  the  Safety  Fund  was 
left  in  such  shape  as  to  afford  little  security  for  the  circulation  of  the  remaining* 
banks,  the  future  contributions  being  practically  mortgaged  to  their  full  extent  by 
the  outstanding  Bank  Fund  stock,  amounting  at  one  time  to  more  than  $900,000. 
To  the  extinguishment  of  this  debt  the  annual  contributions  of  the  remaining 
banks  were  applied. 

Happily  the  failures  of  the  remaining  period  were  few,  numbering  but  five. 

The  Canal  Bank  of  Albany,  with  a  capital  stock  of  $300,000,  had  outstanding  it* 
July,  1848,  when  it  failed,  circulating  notes  to  the  amount  of  $185,531.  But  mean- 
while the  new  Constitution  of  1846  had  made  the  circulating  notes  a  first  charge 
upon  the  assets.  The  receiver,  accordingly,  redeemed  the  circulation  at  once,  and 
the  Bank  Fund,  therefore,  did  not  enter  into  the  case  at  all.  So  far  as  can  be  ascer- 
tained, there  was  no  depreciation  of  the  notes  in  the  hands  of  other  banks  or  the 
public  at  the  time  of  the  failure. 

The  Lewis  County  Bank  which  failed  in  November,  1854,  was  not  so  fortunately 
situated.  This  institution,  located  at  Martinsburg,  had  a  nominal  paid-up  capital 
of  $100,000,  and  under  the  existing  law  was  entitled  to  issue  $150,000  circulation. 
How  near  it  came  to  being  a  bank  of  issue,  pure  and  simple,  can  be  determined  from 
its  last  annual  statement  previous  to  failure,  which  reported  the  liabilities  to  the 
public  to  be  : 

Circulation $148,545 

Deposits 1,998 

Due  other  banks  and  corporations , 961 

Total $151,504 

At  the  time  the  bank  passed  into  the  hands  of  the  receiver  there  were  no  liabili- 
ties whatever  on  account  of  deposits  or  other  debts  than  circulation. 

Although  it  became  apparent  at  once  that  the  receiver  would  be  unable  to  col- 
lect sufficient  funds  to  redeem  the  notes  of  the  bank,  the  Safety  Fund  could  then 
afford  no  assistance.  For,  as  has  already  been  pointed  out,  all  future  contributions- 
to  that  fund  until  after  1860  were  pledged  for  the  redemption  of  the  Bank  Fund  stock 
which  had  been  issued  in  1845  and  1846  to  settle  with  the  creditors  of  the  banks- 
which  had  then  become  insolvent.  Twelve  years  later  arrangements  were  made 
whereby  the  notes  still  outstanding  were  finally  redeemed  from  the  surplus  of  the 
Safety  Fund  after  the  payment  of  the  stock  issued  against  it. 

The  crisis  of  1857  brought  in  its  train  the  downfall  of  three  more  safety  fund 
banks,  whose  outstanding  circulation  at  the  time  was  reported  as  follows  : 

Bank  of  Orleans $200,000 

Reciprocity  Bank 159,577 

Yates  County  Bank 148,958 

Total $508,535 

In  these  cases,  however,  the  assets  were  such  as  to  enable  a  much  larger  part 
of  the  circulation  to  be  redeemed.  By  1866  the  outstanding  notes  had  been  reduced 
in  amount  to : 

Bank  of  Orleans $  7,598 

Reciprocity  Bank 10,744 

Yates  County  Bank 18,715 

Total $37,057 

In  his  report  for  1867  the  Superintendent  of  Banking  states  the  outstanding- 
circulation  of  these  four  latest  failures  to  have  been  reduced  to  $129,499.  The  sur- 
plus fund  remaining  at  his  disposal  after  the  last  of  the  Bank  Fund  stock  had  been 
provided  for  enabled  him  to  declare  a  dividend  of  40  %  on  these  notes.  But  at  the 
end  of  the  year  so  few  of  the  notes  had  been  presented — mainly  owing,  doubtless, 
to  the  destruction  of  the  greater  part  of  the  notes  of  the  Lewis  County  Bank  in 
the  twelve  years  that  had  elapsed  since  its  failure — that  the  Superintendent  was 
able  to  redeem  in  full  the  certificates  for  the  unpaid  60  %  given  upon  payment  of 
the  first  dividend  to  the  bill-holders.  There  was  then  still  left  a  balance  of  $13,144.19, 
which  was  paid  into  the  Treasury.  A  part  of  it  was  afterward  paid  to  the  represen- 
tative of  the  Bank  of  Oswego  for  excess  of  contribution  in  1842. 

From  the  inception  of  the  Safety  Fund  to  its  close  the  total  contributions 
thereto  amounted  to  $3,104,999.51 ;  and  the  total  payments  therefrom— including- 
not  merely  the  circulating  notes,  but,  as  to  the  earlier  failed  banks,  all  other  liabili- 
ties, comprising  depositors'  accounts — amounted  to  less  than  $2,600,000,  the  re- 
mainder having  been  paid  as  interest  for  advances  to  the  fund  in  1845-6,  to  enable 
it  to  meet  the  extraordinary  losses  of  that  period. 

Defects  and  Remedies. 

Political  Charters. 

The  practice  of  granting  special  banking  charters  gave  way  in  1838  to  a  system 

of  banks  incorporated  under  general  law— a  change  brought  about  largely  by  a 

widespread  reaction  against  the  corruption  which  had  crept  into  the  establishment 

and  management  of  the  specially  chartered  banks  during  the  previous  decade. 


NEW  YORK  OANK  CURRENCY.  297 

It  must  be  remembered  that  up  to  this  time,  in  the  State  of  New  York,  as  in 
the  greater  part  of  the  United  States,  banking-  was  a  monopoly  ;  and  the  issue  of  a 
charter  for  bank  purposes  was  the  grant  of  an  important  privilege,  for  which  con- 
cessions were  occasionally  required  to  be  made  the  State,  but  which  was  more 
■often  included  in  the  general  distribution  of  the  spoils  of  office  among  the  friends 
of  the  dominant  party  in  the  Legislature.  It  is  little  wonder,  therefore,  that  this 
became  a  favorite  field  for  corruptionists,  and  that  the  legislative  struggles  over 
"the  granting  of  bank  charters  were  oftentimes  violent  almost  beyond  descrip- 
tion. 

Even  after  the  legislative  battle  had  been  fought  and  won,  the  distribution  of 
the  stock  was  still  a  matter  for  dispute.  This  was  generally  entrusted  to  the  Bank 
Commissioners  or  to  specially  appointed  agents,  and  was  not  often  managed  in  such 
•a  way  as  to  give  the  best  of  satisfaction.* 

Nor  was  this  most  unsatisfactory  method  of  inaugurating  banking  corporations 
lacking  in  effect  npon  their  subsequent  career.  The  means  and  methods  employed 
in  their  establishment  led  to  unsound  and  often  deceptive  management.  Many  of 
the  banks  chartered  when  the  scandal  was  at  its  highest  were  originally  organized 
and  subsequently  managed  by  a  few  individuals  solely  with  a  view  to  profitable 
speculation  in  their  stock.  That  the  real  strength  of  the  system  was  in  its  older 
banks,  and  its  weakness  in  those  chartered  under  the  conditions  suggested  above, 
may  be  gathered  from  a  glance  at  the  table  on  page  291,  where  the  names  of  those 
banks  which  afterward  failed  are  printed  in  italics.  It  will  be  noticed  that  of  the 
twenty-eight  older  banks  rechartered  and  doing  business  under  the  safety  fund  sys- 
tem none  failed.  But  of  the  sixty-four  new  banks  chartered  in  the  seven  years 
i  olio  wing  the  passage  of  the  Safety  Fund  Act  no  less  than  sixteen  afterwards 
failed,  and  the  charter  of  one  other  was  revoked  by  the  Legislature  on  account  of 
its  unbusinesslike  transactions. 

Speculative  Banking. 

Then,  too,  the  period  following  the  expiration  of  the  charter  of  the  Second 
United  States  Bank  was  one  of  excessive  speculation.  There  was  not  only  an  undue 
expansion  of  the  field  of  banking  by  which  banks  were  established  where  no  legiti- 
mate demand  for  them  ever  existed,  but  the  speculative  mania  which  had  fastened 
upon  nearly  every  branch  of  business  involved  the  customers  of  every  banking  insti- 
tution, while  the  competition  among  banks  themselves  led  to  careless  scrutiny  of 
commercial  paper. 

In  this  connection  it  will  prove  most  instructive  to  recur  to  the  table  on  page 
'291.  Of  the  forty-four  banks  newly  chartered  between  1829  and  1883,  inclusive, 
seven  afterwards  failed  ;  while  of  the  twenty  banks  chartered  in  the  speculative 
years  1834-36  no  less  than  ten  afterwards  became  insolvent.  That  record — a 
mortality  of  fifty  per  cent. — shows  more  plainly  than  any  extended  discussion  can 
•do  that  the  failures  which  so  shook  the  system  in  1841-42  are  traceable  more  or  less 
directly  to  the  management  of  these  institutions  organized  during  the  era  of  specu- 
lation commencing  early  in  the  thirties  and  culminating  in  the  commercial  crisis 
•of  1837-1839. 

Over-issues.        , 

One  of  the  first  lessons  learned  was  that  the  safety  of  the  system  demanded 
more  perfect  security  against  fraudulent  over-issues  of  circulating  notes. 

Until  1837  the  circulation  of  the  safety  fund  banks  was  limited  by  their  charters 
to  twice  the  amount  of  their  capital  stock.  But  by  the  act  which  authorized  the 
«uspension  of  specie  payments,  further  limitations  were  placed  upon  the  issue  of 
notes,  as  follows : 

Capital.  Circulation.  Capital.  Circulation. 


$100,000 $150,000 

120,000 160,000 

150,000 175,000 

800,000 200,000 

250,000 225.000 

300,000 250,000 

400,000 300,000 


$500,000 $350,000 

600,000 450.000 

700,000 500,000 

1,000,000 800,000 

1,490,000 1,000,000 

2,000,000 1,200,000 


In  1848  the  limit  in  the  case  of  banks  of  more  than  $200,000  capital  was  in- 
creased to  the  full  amount  of  their  capital. 

In  the  case  of  the  City  Bank  of  Buffalo  (see  table  on  page  11)  the  actual  re- 
demptions from  the  Bank  Fund  after  failure  exceeded  the  lawful  circulation  by 
$17,107,  and  the  previously  reported  circulation  by  nearly  $50,000.  In  the  case  of 
the  Commercial  Bank  of  the  same  city  it  was  ascertained  that  the  amount  of  its 
bank  notes  out  of  its  control  at  the  time  of  the  failure  was  $488,257 — nearly  twice 
the  lawful  issue — though  in  this  case  the  larger  part  of  the  notes  were  returned  to 

*On  this  point  the  Bank  Commissioners,  in  thefr  report  for  1837,  say  : 

"  The  distribution  of  bunk  stocks  created  at  the  last  session  has  In  very  few,  if  any,  instances 
been  productive  of  anything  like  general  satisfaction.  In  most  instances  its  fruits  have  been  violent 
contention  and  bitter  personal  animosities,  corrupting  to  the  public  mind  and  destructive  of  the  peace  and 
iiarmony  of  society." 
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the  bank  and  the  final  redemptions  from  the  Safety  Fund  fell  within  the  prescribed 
limit. 

But  the  most  flagrant  violation  in  the  way  of  fraudulent  over-issue  occurred  in. 
connection  with  the  Bank  of  Buffalo.  This  bank,  having  a  capital  of  $200,000,  was- 
lawfully  entitled  to  issue  notes  only  up  to  that  amount.  The  discovery  that  its 
issues  were  $13,000  in  excess  of  this  was  one  of  the  causes  of  the  injunction 
granted  in  November,  1841.  A  thorough  examination  of  the  books  and  accounts- 
of  the  bank  led  to  the  belief  that  there  were  about  $290,000  outstanding.  The  exact 
amount  was  never  definitely  ascertained,  but  aside  from  any  amounts  that  may 
have  been  lost  or  that  received  by  the  bank  itself  in  the  settlement  of  its  affairs, 
the  Comptroller  redeemed  from  the  Safety  Fund  no  less  than  $435,540 — $235,540  iit 
excess  of  the  maximum  prescribed  by  statute. 

The  over-issues  of  these  two  banks  alone — the  City  Bank  of  Buffalo  and  the 
Bank  of  Buffalo — cost  the  Safety  Fund  $252,647  more  than  the  maximum  circula- 
tion to  which  they  were  entitled ;  while  an  examination  of  the  affairs  of  all  the 
insolvent  banks  showed  that  their  actual  outstanding  circulation  at  the  time  of 
failure  amounted  in  the  aggregate  to  $600,000  more  than  that  stated  in  their  last 
annual  returns,  a  difference  much  too  great  to  be  due  to  any  actual  increase  in  the 
circulation. 

The  act  of  1843  corrected  the  defect  noted  by  providing  for  issue  by  the  Comp- 
troller in  blank  and  registry  of  all  State  Bank  bills. 

Application  of  the  Safety  Fund. 

The  experience  in  this  regard  has  been  too  fully  given  above  to  make  it  neces- 
sary here  to  do  more  than  note  how  illogical  was  the  original  use  of  the  Safety  Fund 
to  pay  local  depositors  as  well  as  note  holders  ;  how  disastrous  in  practice  was  the 
result,  and  how  this  was  remedied. 

Mistaken  Basis  for  the  Assessment. 

The  Safety  Fund  was  to  be  made  up  and  kept  good  by  an  assessment  (when- 
ever required)  of  one-half  of  one  per  cent,  per  annum  upon  the  capital  of  the  co- 
operating banks.  It  was  only  in  the  most  imperfect  way  that  in  the  case  of  each  bank, 
after  1837,  its  capital  corresponded  to  its  authorized  circulation;  while  almost  exclu- 
sively it  was  the  smaller  banks  which,  deriving  from  their  circulation  the  greater 
proportion  of  their  profits,  continually  kept  near  the  limit  in  this  regard.  As  a  conse- 
quence, not  merely  were  the  strong  banks  unduly  burdened  to  guarantee  the  note& 
of  the  weak  ones,  but,  since  the  assessment  to  be  paid  by  each  was  unafFected  by 
the  amount  of  its  outstanding  notes,  such  assessment  was  no  obstruction  to  in- 
crease of  circulation.  Had  it  been  based  instead  upon  the  average  amount  of  out- 
standing circulation,  not  merely  would  the  law  more  promptly  have  provided 
against  over-issues,  but  to  some  extent  the  tax  itself  would  have  been  a  brake  upon 
excessive  issues.  Such  were  among  the  considerations  which,  at  the  very  outset, 
were  the  grounds  for  complaints  by  the  larger  New  York  banks,  and  which  would 
doubtless  have  been  remedied  had  not  an  entirely  different  system  been  adopted 
before  the  safety  fund  plan  itself  had  been  perfected. 

Results. 

As  the  weak  points  noted  became  apparent  the  Legislature  was  prompt  to- 
apply  remedies,  as  noted  in  the  chapter  on  legislation  at  pages  288-290  How  ap- 
propriate and  effective  were  the  means  thus  adopted  can  perhaps  be  so  well  illus- 
trated in  no  other  way  as  by  the  calculations  below  of  what  would  have  been  the 
actual  experience  of  the  Safety  Fund  Act  had  it  included  from  the  beginning  the 
features  which,  on  the  suggestion  of  experience,  were  adopted  by  amendment. 

In  actual  practice  the  Safety  Fund  was  depleted  by  drafts  not  consistent  with 
proper  legislation  ;  and  which  were  actually  stopped  by  amendment  of  the  law — 
too  late,  however,  to  prevent  serious  results: 

First. — As  to  obligations  of  banks  accrued  before  April,  1842,  the  Safety  Fund 
was  used  to  pay  depositors  and  other  creditors,  as 'well  as  to  redeem  outstanding 
circulation  ;  and  $1,088,000  was  thus  used  to  pay  debts  other  than  circulation. 

Second. — Prior  to  1843  there  was  no  registry  of  notes  or  safeguards  against  over- 
issues. As  a  consequence  there  were  redeemed  from  the  Safety  Fund  $252,647  of 
notes  in  excess  of  legal  issues,  and  a  much  larger  amount  in  excess  of  reported 
issues. 

Third. — On  account  oZ  these  illegitimate  drafts  the  Safety  Fund  had  to  be  made 
good  by  loans,  the  interest  on  which  before  they  were  repaid  from  the  proceeds  of 
the  annual  \£%  assessments  on  bank  capital  was  $500,000. 

Eliminating  these  alone,  the  following  is  a  statement  of  what  the  results  of  the 
experience  with  the  Safety  Fund  system  would  have  been  had  the  legislation  before 
the  failures  of  1840-42  taken  the  form  of  the  act  as  perfected  by  subsequent 
legislation 

Aggregate  demands  upon  the  fund  :  Circulation,  $1,615,000,  less  $255,000  over- 
issues (which  would  then  have  been  impossible),  or  $1,360,000.  This  demand,  how- 
ever, would  not  all  have  accrued  at  once.    $413,000  was  on  account  of  banks  failing 
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prior  to  January  1,  1841  ;  $1,100,000  on  account  of  banks  failing*  prior  to  January  1, 
1842  ;  and  $1,360,000  for  banks  failing  prior  to  January  1,  1843.  Annual  contribu- 
tions being  resumed  as  soon  as  the  fund  was  in  any  way  depleted,  in  January, 
1841,  it  would  have  amounted  to  $1,076,000;  $1,238,000  January  1,  1842,  and 
$1,400,000  January  1,  1843.  The  Comptroller,  being  hampered  by  no  necessity  for 
reserving  a  part  of  the  fund  to  pay  general  creditors,  would  have  been  free  to 
redeem  the  outstanding  notes  of  each  bank  immediately  upon  the  granting  of  the 
injunction  against  it.  There  would,  therefore,  have  been  no  cause  for  de- 
preciation of  the  bills  of  any  of  these  banks  ;  but  all  would  have  been  promptly 
redeemed  at  par.  And  after  all  note-holders  were  paid  there  would  still  have  been 
a  small  surplus,  which  the  regular  one-half  per  cent,  contributions  of  the  banks 
would  soon  have  raised  to  the  required  three  per  cent.  Not  only,  therefore,  would 
the  fund  have  been  adequate  to  meet,  as  it  was  presented,  the  circulation  of  the 
banks  that  failed  in  1840-42,  but  would  have  afforded  ample  security  for  the 
circulation  of  the  remaining  banks  until  the  expiration  of  their  charters,  redeeming 
at  once  and  in  full  the  notes  of  the  four  banks  which  failed  in  1854  and  1857,  and 
still  leaving  a  surplus  to  be  returned  to  the  contributing  banks  upon  the  expiration 
of  their  charters. 

In  this  summary  nothing  is  said  of  the  first  lien  given  the  notes  of  an  insolvent 
bank  by  the  constitution  of  1846,  which  alone  would  have  reduced  the  charge 
upon  the  Bank  Fund  by  more  than  $800,000. 

Nor  has  the  effect  of  the  individual  liability  of  bank  stockholders,  under » the 
Constitution,  accruing  after  1850,  been  taken  into  account. 

And  a  most  important  factor  is  still  to  be  noted.  The  natural  effect  of  a  system 
can  be  seen  only  when  it  is  allowed  its  natural  development.  Had  not  the  "  Free 
Banking"  system  been  adopted  in  1838,  the  Safety  Fund  assessments  would  have 
been  based  on  a  constantly  widening  basis.  As  it  was,  they  were  paid  on  a  con- 
stantly diminishing  capital,  as  the  charters  of  the  Safety  Fund  banks  expired. 

Taking  these  considerations  into  account,  it  is  plain,  as  the  result  of  calculation 
from  experience  of  36  years  (1829 — 1865),  that,  had  the  Safety  Fund  system — as 
perfected  prior  to  and  in  the  constitution  of  1846 — been  left  untouched  as  that 
upon  which  New  York  State  bank  currency  was  based,  not  merely  would  every 
dollar  of  circulation  have  been  kept  good,  but  the  total  assessment  to  keep  the 
fund  good  would  have  averaged  less  than  %%  on  the  banking  capital,  or  about  %% 
on  the  average  circulation  outstanding. 

Why  the  Safety  Fund  System  ivas  Superseded. 
The  system  of  granting  special  charters  had  given  rise  to  such  abuses, 
both  in  the  distribution  of  the  stock  of  the  safety  fund  banks  and  in  their 
subsequent  management  by  bank  commissioners,  whose  appointment  was  within 
the  field  of  political  spoils,  that  the  whole  system  was  abandoned  and  in  1838, 
a  general  banking  law  enacted,  under  which  individuals  or  associations  with, 
requisite  capital  might  engage  in  the  business  of  banking  by  depositing  with  the 
Comptroller  certain  specified  securities  upon  which  circulating  notes  were  issued. 
After  the  passage  of  this  general  law  no  new  special  charters  were  granted,  though 
two  of  the  older  chartered  banks  after  this  entered  the  safety  fund  system  with 
extended  charters. 

The  safety  fund  system  was  thus  the  banking  system  of  the  State  during  the 
years  1829-38 — all  the  charters  granted  in  this  period  being  under  it ;  while  from 
1838  until  1866,  when  the  last  charters  expired,  it  was  an  organized,  working  system, 
existing  alongside  the  banks  incorporated  under  the  general  law.  It  is  a  fact  per- 
haps worthy  of  notice  that  this  abandonment  of  the  system  took  place  before 
any  real  failure  had  occurred  to  try  its  strength,  and  was  not  due  to  any  failure  of 
the  safety  fund  to  afford  the  requisite  security  to  the  bill-holder.  On  the  contrary, 
upon  each  of  the  occasions  when  its  assistance  had  been  invoked — involving  the 
redemption  of  the  notes  of  five  different  institutions— it  had  met  every  require- 
ment ;  all  advances  on  account  of  the  suspensions  had  either  been  entirely  restored 
or  were  fast  being  repaid  ;  and  not  a  dollar  had  been  finally  lost  on  any  bank  note 
issued  under  the  system  during  the  nine  years  it  had  then  been  in  force. 

BOND  DEPOSIT  SYSTEM— "FREE  BANKING." 

For  years  prior  to  1838  the  political  situation  in  New  York  had  been  such  a$  to 
tempt  criticism  of  Safety  Fund  banking  as  something  for  which  the  Federalists 
were  responsible,  and  now  the  Democrats,  after  having  made  the  question  an  issue 
for  several  campaigns,  found  themselves  in  a  position  to  put  into  legislation  the 
counter  theories  they  had  advocated.  The  Free  Banking  Act  of  1838  was  the  re 
suit;  to  the  perfection  of  which  was  devoted  such  of  financial  experience  and  tact 
as  could  then  be  utilized  in  behalf  of  a  special  security  system. 

The  Safety  Fund  law  had  been  a  comparatively  novel  application  to  banking 
of  principles  long  familiar  in  the  conduct  of  other  business  ;  the  Free  Banking  Act 
was  the  development  of  the  rival  principle  of  special  security,  which  had  main- 
tained from  time  immemorial  in  the  banking  business  as  well.     Had  the  Safety 
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Fund  not  been  pre-empted  by  their  political  opponents  there  was  no  reason  why  the 
free  banking  advocates  should  not  have  adapted  it  to  their  plans.  As  it  was,  how- 
ever, their  criticism  had  been  too  universal  to  make  it  easy  for  them  to  adopt  any 
part  of  the  system  they  had  denounced.  As  a  result,  the  Free  Banking  Act  was 
carefully  drawn,  not  merely  to  do  away  with  the  "monopoly"  which  had  been  de- 
nounced as  an  incident  of  the  Safety  Fund  system,  but  to  exploit  as  far  as  possible 
the  theories  opposed  to  those  upon  which  it  was  based  ;  and,  since  the  Safety  Fund 
system  still  continued  in  operation,  a  most  instructive  experience,  under  similar 
conditions,  of  contrasting  systems  was  the  result. 

Legislation. 

1838.  The  Free  Banking  Act,  based  upon  a  bill  drawn  by  Abijah  Mann,  bears 
date  of  April  18,  1838.  Under  it  individuals  or  associations  were  authorized 
to  engage  in  the  business  of  banking,  and  to  receive  from  the  Comptroller 
circulating  notes  in  blank,  duly  registered  and  countersigned,  upon  depositing 
with  him  the  stocks  of  the  United  States,  of  the  State  of  New  York,  or  of 
any  other  State  approved  by  the  Comptroller,  made  equal  to  a  five  per  cent, 
stock  of  the  State  of  New  York,  or  bonds  and  mortgages  on  improved,  pro- 
ductive, and  unincumbered  real  estate,  worth  double  the  amount  secured  by 
the  mortgage,  and  bearing  interest  at  not  less  than  six  per  cent,  per  annum. 
The  banks  might  deposit  stocks  only,  in  which  case  the  notes  were  printed  in  a 
manner  to  indicate  that  they  were  so  secured ;  or  they  might  deposit  half  stocks  and 
half  bonds  and  mortgages,  when  that  fact  was  likewise  shown  by  the  notes. 

By  this  general  act  each  association  desiring  to  operate  under  its  provisions 
was  authorized  to  fix  its  own  corporate  name ;  determine  the  amount  of  its  capital, 
and  the  period  of  its  corporate  existence  ;  designate  the  place  where  its  banking 
operations  shall  be  carried  on,  and  to  provide  by  its  articles  of  association  for  an 
increase  of  its  capital,  should  it  be  so  desired. 

Associations  were  required  to  have  a  paid  up  capital  of  $100,000.  Individuals, 
being  subject  to  unlimited  liability  in  any  event,  were  not  required  to  show  evi- 
dence of  any  special  amount  of  paid  up  ca-pital ;  and  neither  associations  nor  indi- 
vidual barkers  were  required  to  deposit  any  specified  amount  of  securities. 

In  case  of  failure  or  refusal  on  the  part  of  the  association  or  individual  issuing 
notes  to  redeem  them  on  demand  at  the  place  where  they  were  made  payable,  after 
ten  days'  public  notice  of  protest  for  nonpayment,  the  Comptroller  was  authorized 
to  apply  the  trust  funds  deposited  for  their  security  to  the  payment  and  redemp- 
tion of  the  notes.  The  State,  however,  was  liable  for  nothing  beyond  the  proper 
application  of  the  securities  pledged. 

Detailed  semi-annual  reports  were  required  to  be  made. 

The  act  of  1838  also  provided  for  a  specie  reserve  of  not  less  than  12£  per  cent, 
to  be  kept  by  each  association,  against  its  circulating  notes. 

1§40.  By  the  act  of  May  14,  1840,  all  banks,  banking  associations,  or  indi- 
vidual bankers,  except  those  located  in  New  York,  Brooklyn  or  Albany,  were  required 
to  arrange  for  the  appointment  of  agents  in  the  city  of  New  York  or  Albany  for 
the  redemption  of  their  notes  at  a  discount  not  exceeding  one-half  of  one  per  cent. 

A  wave  of  repudiation,  or  semi-repudiation,  of  State  indebtedness  having  begun 
in  1839,  as  a  result  of  which  attention  was  drawn  to  the  uncertainty  and  undesira- 
bility  of  stocks  of  other  States  as  security  for  notes  issued  under  the  General  Bank- 
ing act,  the  Legislature,  by  the  act  of  May  14,  1840,  excluded  from  future  deposits 
all  stocks  except  those  issued  by  the  State  of  New  York.  This,  however,  did  not 
require  the  stocks  of  other  States  already  on  deposit  to  be  replaced  by  New  York 
State  stocks. 

This  same  act  provided  that  no  association  should  commence  the  business  of 
banking  until  it  had  deposited  with  the  Comptroller  the  securities  required  by  law 
to  the  amount  of  $100,000,  and  effectually  cut  off  the  issue  of  post  notes — a  practice 
which  was  becoming  quite  prevalent — by  an  express  inhibition  against  any  banking 
association  or  individual  banker  issuing  any  bill  or  note  "  unless  the  same  shall  be 
made  payable  on  demand  and  without  interest." 

The  12£  per  cent,  specie  reserve  requirement  was  repealed  by  this  act.        > 

1§41.  The  provisions  of  the  original  act  in  regard  to  the  application  of  "  the 
said  trust  funds  belonging  to  the  makers  of  such  protested  notes  to  the  payment 
and  redemption  of  such  notes"  having  been  held  to  authorize  payment  in  full  of 
the  holders  of  protested  notes  at  the  expense  of  the  holders  of  the  remainder  of  the 
circulation,  the  act  of  March  15,  1841,  was  passed,  providing  for  the  "  payment  pro 
rata,  of  all  such  circulating  notes,  whether  protested  or  not." 

By  the  act  of  May  26,  1841,  annual  reports  to  the  bank  commissioners  were 
substituted  for  the  semi-annual  reports  to  the  Comptroller  theretofore  required.  Pro- 
vision was  also  made  that  any  bank  having  redeemed  CO  per  cent,  of  its  circulation, 
after  two  years'  published  notice,  should  receive  from  the  Comptroller  any  securi- 
ties he  may  hold  for  the  payment  of  its  unredeemed  notes. 

1843.  The  "act  to  abolish  the  office  of  Bank  Commissioner,"  April  18,1843, 
substituted  for  annual  reports  detailed  quarterly  reports  to  the  Comptroller. 
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1844.  To  guard  more  carefully  the  business  of  individual  bankers  it  was  pro- 
vided by  the  act  of  May  6,  1844,  that  no  individual  banker  shall  receive  circulating 
notes  until  he  shall  have  deposited  with  the  Comptroller  the  securities  required  by 
law  to  the  amount  of  $50,000 ;  that  every  such  banker  shall  state  in  his  reports 
what  persons,  if  any,  are  interested  with  him;  and  shall  file  with  the  Comptroller  "  a 
certificate,  stating  the  town,  city,  or  village,  in  which  he  resides  ;  and  thereafter  it 
shall  not  be  lawful  for  such  individual  banker  to  transact  business  under  said  act 
in  any  other  place  than  in  which  he  resides." 

1846.  The  new  State  Constitution  required  that  provision  should  be  made  by 
law  for  all  notes  circulating  as  money,  and  for  ample  security  for  their  redemption 
in  specie;  also  that  shareholders  of  note-issuing  banks  should  be  individually  re- 
sponsible to  the  amount  of  their  respective  shares  for  debts  contracted  after  Jan- 
uary 1,  1850;  also  that  in  case  of  insolvency  bill  holders  should  be  entitled  to  pref- 
erence in  payment  over  all  other  creditors  of  the  bank,  etc. 

1847.  By  the  act  of  December  4th,  1847,  the  method  of  calling  for  quarter^ 
reports  was  so  changed  as  to  require  them  to  be  made  out  after  the  first  of  each 
quarter  for  some  day  during  the  preceding  quarter,  then  designated  by  the  Comp- 
troller. 

1848.  By  the  act  of  April  12,  1848,  it  was  required  that  '•  all  banking  associa- 
tions or  individual  bankers,"  organized  under  the  general  banking  law,  ••  shall  be 
toanks  of  discount  and  deposit  as  well  as  of  circulation,  and  the  usual  business  of 
oanking  shall  be  transacted  at  the  place  where  such  banking  associations  or  rndi- 
vidual  bankers  shall  be  located,"  as  designated  in  certificate,  "  and  not  elsewhere ;" 
and  in  each  report  it  is  required  to  be  stated  that  "the  business  of  said  association 
or  banker  has  been  transacted  at  such  location." 

This  same  act  required  that  New  York  stocks  thereafter  deposited  should  be, 
or  be  made  equal  to,  six  per  cent,  stock,  instead  of  5  per  cent,  as  theretofore.  The 
basis  of  mortgages  was  at  the  same  time  raised  to  seven  per  cent.,  in  amount  not 
exceeding  two-fifths  the  value  of  the  lands  exclusive  of  buildings,  and  no  mortgage 
:o  be  for  a  greater  amount  than  $5,000. 

1849.  The  Legislature  in  1849  (April  5)  passed  a  comprehensive  act  providing 
for  the  enforcement  of  the  double  liability  of  stockholders  of  banks  and  banking 
associations  subsequent  to  Jan.  1,  1850,  in  accordance  with  the  Constitution  of  1846. 

By  the  act  of  April  10th,  1849,  United  States  6  per  cent,  stock  were  admitted 
for  deposit  on  equal  terms  with  New  York  stccks,  except  that  at  least  one-half  of 
the  stocks  deposited  must  still  be  New  York  State  stocks. 

1850.  By  the  act  of  April  10,  1850,  the  method  of  final  distribution  of  funds 
arising  from  sale  I'  securities  deposited  by  associations  or  individual  bankers  which 
shall  have  failed,  was  more  definitely  prescribed.  After  the  expiration  of  six  years 
after  sale  of  the  securities,  the  balance  of  the  fund  remaining  after  six  weeks'  pub- 
lished notice,  was  to  be  put  to  the  credit  of  outstanding  certificates  if  the  notes 
previously  redeemed  had  not  been  redeemed  at  par;  otherwise,  turned  over  to  the 
association  by  which  they  had  been  deposited. 

1851.  By  the  act  of  April  12,  1851,  "To  organize  a  Bank  Department,"  the 
appointment  of  a  Superintendent  of  Banking*  was  authorized,  to  whom  all  reports 
were  thereafter  made. 

By  the  act  of  April  15,  1851,  the  city  of  Troy  was  added  to  the  redemption 
cities,  and  the  maximum  discount  at  redemption  agencies  reduced  to  one-fourth  of 
one  per  cent. 

1863.  By  the  act  of  April  29,  1863,  bonds  and  mortgages  were  finally  discaraed 
as  a  basis  for  circulation,  and  securities  for  disposit  restricted  solely  to  stocks  of 
the  State  of  New  York  and  of  the  United  States,  not  more  than  two-thirds  of  which 
might  be  United  States  stock. 

Experience. 

By  January  1,  1839,  48  persons  or  associations  had  filed  the  requisite  certificates 
in  tb«  office  of  the  Secretary  of  State.  The  amount  of  capital  subscribed  by  them 
was  $  10,838, 175,  the  total  amount  of  stocks  transferred  as  security  for  circulating 
notes  by  the  16  associations  which  had  commenced  operations  was  $1,170,090,  and 
the  total  amount  of  mortgages  transferred  was  $422,910;  about  $75,000  were  rejected 
as  unsatisfactory.  The  amount  of  circulation  actually  issued  at  that  time,  how- 
over,  was  but  $396,300.  By  December  1,  1839,  the  number  of  associations  had  in- 
oreased  to  133,  of  which  76,  with  a  total  capital  of  $21,000,000,  and  circulation  of 
about  $6,000,000,  were  in  full  operation. 

Already,  however,  it  was  evident  that  all  would  not  be  smooth  sailing.  The 
Comptroller,  in  his  report  for  1840,  called  attention  to  the  fact  that  a  sort  of  bank- 
ing mania  seemed  to  prevail,  at  the  extent  and  possible  results  of  which  the  com- 
munity was  becoming  alarmed.  One  bank  had  already  been  wound  up  during  the 
j*ear,  fortunately  without  loss  to  the  bill  holders ;  and  similar  results  in  the  case  of 
two  others  were  in  prospect.  The  Comptroller,  realizing  that  if  in  these  early 
.cases  of  failure  the  securities  proved  adequate  to  meet  the  circulation,  additional 
confidence  in  the  circulation  would  result,  made  every  effort  to  secure  that  end.   ^- 
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Before  the  first  of  January,  1841,  eight  banking  associations  had  ceased  to  do- 
business.  Four  of  these,*  discontinued  without  loss  to  the  holders  of  their  circu- 
lating notes.  Tiie  securities  of  one  other — the  Tenth  Ward  Bank — were  sold  and 
produced  sufficient  to  pay  94  cents  on  the  dollar.  In  the  ca.se  of  the  bunk  of  Tono- 
wanda  the  depreciation  in  the  value  of  the  securities  was  such  that  thp  dividend  on. 
the  notes  was  but  68  per  cent.  Each  of  the  other  banks— The  Farmers'  Bank  of 
Seneca  County  and  The  Millers'  Bank  (Clyde)— had  two  clas-es  of  bills  in  circula- 
lation  ;  those  issued  on  the  security  of  State  stocks  alone,  and  those  based  on  State 
stocks  and  mortgages.  In  the  case  of  each  bank  the  proceeds  of  the  securities  Avere- 
sufficient  to  redeem  in  full  the  notes  issued  upon  the  pledge  of  State  stocks  alone  ; 
but  of  those  secured  by  stocks  and  real  estate,  the  notes  of  the  Farmers'  Bank  were- 
redeemed  at  74  per  cent,  and  those  of  the  Millers'  Bank  at  94  per  cenf. 

This,  however,  was  only  a  beginning  of  the  failures.  Eighteen  more  followed 
in  the  course  of  the  next  year.  Those  notes  secured  by  deposit  of  State  stocks  were- 
redeemed  at  an  average  discount  of  20  per  cent.,  and  those  secured  by  stocic  and 
real  estate  at  a  discount  of  about  25  per  cent. 

In  1844,  the  Comptroller  repotted  that,  up  to  that  date,  93  free  banks  had  de- 
posited securities  and  received  and  issued  circulation.  Of  these,  eight  had  volun- 
tarily closed  business  and  retired  their  circulation.  Twenty-six  had  failed,  and  their 
circulation,  amounting  to  in  the  aggregate  to  $1,197,547,  was  taken  up  by  the  Comp- 
troller at  an  average  of  76  cents  on  the  dollar.  The  remaining  59  associations  ami 
individuals  had  on  deposit  with  the  Comptroller,  Mew  York  State  stocks  amount- 
ing to  $1,774,434;  stock,  $52,003;  cash,  $17,731;  stocks  of  Mich.,  Ind.,  U.  S.,  111. 
Ark.,  Ala.,  Ky.,  and  Me.,  of  the  nominal  value  of  $3,744,829,  but  then  valued  by  the 
Comptroller  at  $2, 745, 156.  f 

By  1848  the  number  of  free  banks  was  fifty-three,  and  of  individual  bankers- 
fifty-one,  with  an  aggregate  circulation  of  $9,993,762  against  securities  amounting 
to  $10,640,182.  Of  these  securities,  $7,627,092  were  New  York  State  stocks,  $114,000' 
United  States  stocks,  $1,514,979  bonds  and  mortgages,  and  the  remainder,  except 
$49,906  cash,  consisted  of  stocks  of  Illinois,  Arkansas,  Indiana,  Alabama  and 
Michigan.  In  1848  the  Legislature,  admonished  by  the  insufficiency  of  the  security 
in  the  case  of  earlier  failures,  made  a  change  in  the  law,  requiring  that  thereafter 
only  New  York  stocks,  made  equal  to  six  per  cent.,  and  bonds  and  mortgages  bear- 
ing seven  per  cent,  interest  on  real  esta  te  to  the  extent  of  two-fifths  of  the  value  of 
improved  real  estate,  exclusive  of  the  buildings  thereon,  could  be  received  as 
security  for  circulation. 

Millard  Fillmore,  Comptroller,  in  his  report  dated  December  30, 1848,  made  just 
after  his  election  as  Vice-President  of  the  United  States,  states  that  the  average 
amount  for  which  bonds  and  mortgages  held  as  security  for  circulation  had  sold 
during  the  previous  ten  years  was  67.71  per  cent.,  while  five  per  cent.  New 
York  State  stock  had  sold  at  an  average  of  92.86  per  cent.  He  recommended 
legislation  providing  for  the  gradual  withdrawal  of  the  bond  and  mortgage  security 
and  the  substitution  of  New  York  State  stocks.:}: 

In  his  report  for  1844  the  Comptroller  called  attention  to  the  fact  that  "during 
the  past  year  a  number  of  applications  have  been  made  for  the  establishment  of 
individual  banks  at  points  remote  from  the  general  channels  of  business,  and 
where  no  necessity  seemed  to  exist  for  banking  facilities.  Many  of  these  individual 
banks  have  originated  in  the  City  of  New  York,  and  some  in  Albany.  *  *  * 
The  redemption  at  a  discount  of  one-half  of  one  per  cent,  allowed  by  law  is  prob- 
ably one  of  the  principal  inducements  for  establishing  banl  s  of  this  description. 
The  notes  are  signed  and  circulated  in  the  City  of  New  York,  and  by  fixing  the- 
place  of  redemption  at  some  inaccessible  point,  the  holder  is  compelled  to  go  to  the- 
office  where  the  note  was  really  issued  in  Wall  Street,  and  pay  half  of  one  per  cent, 
for  its  redemption.  If  all  the  banks  in  the  State  were  required  to  redeem  their 
notes  at  par  in  the  City  of  New  York,  the  motive  for  multiplying  these  shaving- 
shops  would  probably  be  removed." 

Considerable  importance  attaches  to  the  practice  which  had  thus  developed  of  es- 
tablishing banks  for  circulation  purposes  only,  which  did  no  real  banking  business. 
In  a  report  made  by  a  Senate  Committee  in  1845  the  names  of  eight  such  associations- 
are  given,  whose  combined  capital  amounted  to  $377,000 ;  loans  and  discounts, 
$37,920  ;  and  circulation,  $545,000.  "  It  really  could  never  have  been  the  intent  of 
the  Legislature,"  continues  the  report,  '*  to  authorize  the  creation  of  such  banks  as 

*  The  Willoughby  Bank  (Brooklyn);  The  Farmers1  Bank  of  Penn  Yan;  The  N.  Y.  City  Tru^t  and 
Banking  Co.,  and  The  Chelsea  Bank. 

t  Finding  the  small  banks  unsafe,  the  Legislature  in  1844  required  individual  bankers  to  deposit 
securities  to  the  amount  of  at  least  $50,000;  and  associations  to  the  amount  of  $100,000,  before  they  were- 
entitled  to  any  notes  for  circulation. 

%  The  Superintendent  of  Banks,  in  his  report  for  1854,  says  upon  the  same  subject  :  "  It  is  believed 
that  all  the  bonds  and  mortgages  that  have  been  sold  under  the  provisions  of  the  free  banking  law,  biuce- 
the  passage  of  the  Act  of  1838,  have  not  produced  over  75  per  cent.,  in  cash,  on  their  par  value. 

"  The  experience  of  sixteen  years  has,  therefore,  demonstrated  the  fact  that  bonds  and  mortgages  do- 
not  prove  to  be  a  certain  and  ample  security  to  bill  holders,  and  it  cannot  be  supposed  that  bonds  and 
mortgages  can  be  negotiated  or  converted  into  cash,  on  short  notice,  by  the  superintendent  at  their,  pair 
value." 
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these  ;  and  if  they  now  have  legal  existence,  it  can  scarcely  be  deemed  sound  pol- 
icy to  permit  their  continuance,  or  to  sanction  the  establishment  of  others  of  like- 
character." 

The  legislation  of  1848,  providing  that  "  all  banking  associations  and  indi- 
vidual bankers  shall  be  banks  of  discount  and  deposit,  as  well  as  of  circulation,"" 
was  an  attempt  to  do  away  with  these  "circulation"  banks.  It  seems,  however,, 
to  have  been  ineffectual.* 

Following  is  a  tabular  statement  of  data  as  to  failed  banks  under  Free  Banking  system. 


Banks. 


Circula- 
tion Out- 
standing. 


Rate. 


Loss. 


Banks. 


Circula- 
tion Out- 
standing. 


Rate. 


Loss. 


Tent  h  Ward  Bank. . . 
Bank  of  Tonawanda. 

Miller's  Bk.  of  Clyde 

Farmers'  Bank  of 

Seneca  County 

City  Trust  &Bkg.Co. 
Ci.elsea  Bank 


Allegany  Co.  Bank.. 

Bk.  America,  Buffalo 
Bk.  Commerce,  Buff. 
Bank  of  Lodi 


Bank  of  Olean 

Bk.  Western  N.Y... 
Binghamton  Bank... 

Cattaraugus  Co.  Bk. 
Erie  CountyBank. . . 
Mechanics'  Bk.,Buff. 
Merchants'  Exc.  Bk. 

Phoenix  Bank,  Buff. 
Staten  Island  Bank. . 

St.  Lawrence  Bank. . 
Union  Bank,  Buffalo. 
U.  S.  Bank,  Buttalo.. 
Washingt'nBu.Buff. 
New  York  Bkg.  Co.. 
State  Bk.  N.Y..Buff . 
F'lu'rs'Bk.of  Orleans 
Clinton  Bank 


1840 
1840 

1840 

1810 

1840 
1840 

1841 

1841 
1811 
1841 

1841 
1841 

1841 

1841 

1841 

1841 

1S41 

1841 
1841 

1S41 
IK  11 
1641 

1811 

i84a 

1812 
1843 

1844 


$11,303  a 

94 

678 

15,485  a 

68 

4,955 

j  137,380  b 

94 

8,243 

|  45,090  a 

Par 

J  27,343  b 
\   22,234  a 

74 

7,109 

Par 

1,200  a 

Par 

695a* 

25 

520 

j  23,346  b 
1  3,051  a 

50 

11,673 

36 

1,956 

j  69,920  b 
\     6,980  a 

76 

16,541 

78 

1,535 

65,025  a 

76 

15,606 

J  31,766  b 

97 

953 

\     8,846  a 

83 

1,504 

j  50,124  b 
1  3,224  a 

74 

13.0S2 

87 

419 

74,393  a 

75 

18,600 

<  16.325  b 

74 

4,244 

\     8,960  a 

79 

1,881 

j  53,019  b 
\     6,181  a 

77 

11,194 

85 

927 

j  37,413  b 
1  19,720  a 

60 

14,964 

72 

5,521 

94,396  b 

63 

34,926 

j  66,235  b 
\   47,760  a 

65 

23,182 

81 

9,074 

27,490  b 

:3 

7,422 

19,702  b 

56 

8,669 

j    40,475  b 
I    19,499  a 

50 

20,237 

32 

12,959 

46,150  a 

81 

8,768 

41,627  b 

77 

9,574 

19,235  b 

Par 

11.240  a 

42 

6,519 

2,890  a 

30 

2,023 

24,825  b 

Par 

2,582  a 

60 

1,132 

Bank  of  brockport. . 

Hamilton  Bank 

F'm'rs'  &D'vers'Bk. 

Atlas  Bank,  Clymer. 

Walter  Joy's  Bank. . 


1844,      25,000  b 

1844  8,245  b 
1846  5,971  a 
1040!  J  129,998  b 
1848  I  48,202  a 
1850       50,700 


James  Bank 1851 

Bank  of  N.  Rochelle  1851 

F'mers'Bk.On'ndaga  1852 
Mer.  &  Mec.  Bk.,Os.!l853 
Eighth  Ave.  Bank. . .  11854 
Bank  of  Carthage... .  1 1854 
Empire  Cy.  Bk  ,N.Y.  1854 
Exchange  Bk.,  Buff.  1854 
S.  Bk.  Sacket's  Har..  1856 
Island  Citv  Bank. . . .  1857 
Hamilton  Exc.  Bk..  1857 
Ontario  County  Bk..|1857 
Pratt  Bank  of  Buff. .  11857 
Chemung  Co.  Bank..|1857 
Pine  Plains  Bank  . .  .11857 

Dairymen's  Bank J1857 

Agric.  Bk.  Herkimer ,1857 
Lake  Mahopac  Bk 


Cataract  Bank 

Bank  of  Albany 

Bank  of  the  Capitol.. 
J.W.Rumsey&Co.Bk 
Nat.  Bank  of  Albany  1861 

Medina  Bank 1861 

Brockport  Exc.  Bk..  1861 


IStil 
1861 


1861 


$1,468,245 


76,743 

85,113- 

81,000 
88,000 

100,000 
53,643 

110,464 
17,235 
48,462 
99,528 
43,016 
49,063 
31,000 
58,167 
66,956 
91,470 
80,528 
40,400 
51,556 
65,673 
73,449 
31,150 
64,150 

100,168 
41,516 


$1,648,000 


80 
Par 
Par 
75 
97 
Par 


91 

81  b 
Par  a 

85 

77 

94 
Par 
Par 
Par 
Par 
Par 

84 
Par 

94 
Par 
Par 
Par 
Par 
Par 

93 
Par 
Par 
Par 
Par 
Par 
Par 


5,000- 


32,500- 
1,446 


$325,48/ 

6,908 
15,200- 


12,150- 
20,240- 
6,000- 


6,882- 
t',860 


$72,849- 


*  This  case  is  one  of  deterioration,  during  years  of  delay,  in  securities  left  to  redeem  a  remnant  of 
circulation,  the  bank  having  itself  redeemed  at  par  all  of  its  circulation  that  it  could  reach,  and  the  greater 
part  of  the  $695  noted,  never  being  in  fact  presented  for  payment. 

a.  Secured  by  pledge  of  stocks  alone. 

b.  Secured  by  pledge  of  stocks  and  bonds  and  mortgages. 

DEFECTS  AND  REMEDIES. 

Ten  years'  experience  under  the  safety  fund  system  made  it  possible  to  avoid 
from  the  very  origin  of  the  free  banking  system  numerous  mistakes  which  might 
otherwise  have  been  involved.  But  even  with  this  advantage  the  novel  conditions- 
resulting  from  the  new  legislation  developed  peculiar  defects. 

First. — It  was  found  that  the  acceptance  of  public  stocks  other  than  those  of 
New  York,  tended  to  create  a  market  in  New  York,  to  serve  as  a  basis  for  bank 
circulation,  for  stocks  which  were  otherwise  comparatively  unsalable.  As  a. 
consequence,  when  by  the  failure  of  banks  depositing  them,  State  officials  attempted 
to  realize  upon  them,  the  result  was  disastrous,  and  note  holders  suffered  heavy 
losses. 


*It  is  believed  that  this  provision  of  the  law  is  in  many  cases  entirely  evaded.  The  quarterly  reports- 
received  show  that  they  are  not  banks  of  discount  and  deposit,  having  neither;  or  if  they  have,  it  is  a- 
mere  nominal  sum  incorporated  into  their  reports  to  comply  with  the  form  and  not  the  spirit  of  the  law. 

They  are  mere  banks  of  circulation,  and  are  established  for  that  purpose  alone.  Tbe  business  of 
circulating  their  notes  w,  done  exclusively  through  agen's  and  brokers  in  commercial  cities  distant  from 
the  location  of  the  bank.  In  many  instances,  it  is  tidieved,  the  banker  does  not  even  sign  the  notes  issued 
from  this  department  and  put  in  circulation,  hut  trives  that  power  to  an  aarenf.  *  *  *  In  this  manner 
are  evaded  the  provisions  of  the  law  of  184s,  which  makes  it  obligatory  for  banks  and  bankers  to  transact 
their  usual  business  at  the  places  where  they  are  located. 

These  banks  afford  no  facilities  to  the  hiisinexs  portion  of  the  community,  and  in  a  time  of  pressure- 
or  embarrassment  in  the  money  market,  not  tin  frequently  allow  their  notes  to  be  discredited,  thereby- 
creating  a  panic  and  subjecting  the  bill  holders  to  losses.— Report  of  Comptroller,  1851. 
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The  following  is  a  summary  of  the  results  of  the  sales  of  securities  prior  to 
Jan.  1,  1849  : 

$449,000  Indiana  stock  sold  for  $220,381 .25,  or  49.08  per  cent. 

239,000  Illinois  stock  sold  f  r 117,423.25,  "  49.13  " 

176,000  Arkansas  stock  sold  for 103,445.00,  "  58.77  " 

66,000  Michigan  stock  sold  for 48,147.50,  "  72.95  " 

79,000  Alabama  stock  so  d  for 56,142.50,  "  71 .00  M 

257,555  New  York  stock  sold  for 239,143.64,  "  92.86  M 

472,988  Bonds  and  Mortgages  sold  for 320,261 .00,  "  67.71  " 

$1,739,543.  Total ^ $1,104,944.14,  "  63.51       " 

Second. — A  similar  result  attended  the  use  of  bonds  with  mortgage  collateral 
as  a  basis  for  currency.  On  sudden  forced  sale,  no  matter  how  good  the  security, 
they  were  frequently  sacrificed  at  less  than  their  face.  Again,  it  was  found  that 
ordinary  precautions  were  not  sufficient  to  insure  a  proper  margin  in  steady  value 
of  real  estate  collateral  above  the  bond  to  secure  which  it  was  mortgaged. 

Third. — The  business  of  currency  issue  being  thus  encouraged  without  reference 
to  its  connection  with  discount  or  other  financial  business,  an  incentive  was  offered 
to  sanguine  and  visionary  individuals  to  exploit  their  credit — with  results  scarcely 
less  disastrous  to  themselves  than  to  the  community  whose  business  they  helped 
■demoralize. 

Fourth. — The  law  encouraged  petty  banking  under  more  or  less  amateur 
management,  with  the  resulting  certainty  of  frequent  petty  failures  however  sound 
might  be  general  conditions. 

Fifth.— No  adequate  distinction  was  made  hetween  security  and  availability. 
The  result  was  that  any  serious  strain  must  force  upon  the  market  a  large  amount 
of  securities,  the  sale  of  which  below  their  par  or  valuation  by  the  State  officials 
was  as  inevitable  as  was  the  consequent  result  of  somewhat  of  loss  to  noteholders. 

Sixth. — There  was  a  tendency  to  rigidity  of  circulation.  Though  the  securi- 
ties accepted  by  the  bank  department  were  in  general  procurable  at  such  rates  as 
•did  not  involve  either  large  premiums  or  peculiarly  low  interest,  yet  any  prompt 
response  to  legitimate  demands  for  more  currency  was  none  the  less  obstructed. 
Experience  elsewhere  has  shown  that  a  20  to  25  per  cent,  increase  in  the  wants  of 
a  community  at  one  season  of  the  year  above  those  of  another  is  not  unusual  or 
abnormal.  For  the  banks  to  create  a  new  investment  demand  for  securities  equal 
to  one-fourth  or  one-fifth  of  their  circulation  would  be  as  sure  to  involve  some- 
what of  a  rise  in  price  as  would  the  throwing  of  an  equal  amount  of  securities  upon 
the  market,  when  the  currency  was  no  longer  needed,  bring  about  a  substantial 
depreciation.  To  make  the  process  pay,  interest  upon  the  additional  currency 
thus  secured  for  the  short  time  involved,  must  be  sufficient,  not  merely  to  provide 
oompensatory  interest,  but  to  make  up  for  the  loss  thus  involved.  In  practice 
this  was  prohibitory,  and  increase  of  currency  was  ordinarily  limited  to  such  as 
might  be  obtained  by  the  deposit  of  whatever  securities  a  bank  might  happen  to 
have ;  while  the  possession  of  securities  involved  a  tendency  to  keep  them  on  de- 
posit at  the  Bank  Department,  and  to  take  out  the  full  amount  of  currency  even 
during  the  season  when  there  was  little  demand  for  it.  The  actual  result  was  the 
natural  one — a  practical  rigidity  of  free  bank  circulation — not,  however,  so  great 
as  has  of  late  been  the  case  under  the  National  banking  system,  which  the  sacrifice 
involved  in  government  bond  investments,  and  the  effect  of  Federal  legislation 
intentionally  prescribing  rigidity,  has  left  a  petrifaction. 

Seventh. — There  was  an  absolute  lack  of  mutual  support  among  the  banks  of 
the  system.  As  a  result,  however  it  might  be  perfected  without  remedying  this  de- 
fect, from  time  to  time,  in  individual  cases,  noteholders  would  suffer  petty  losses. 
Experience  showed  that  this  was  the  case,  and  the  uncertainty  thus  kept  alive  as  to 
the  safety  of  well  secured  notes,  was  much  more  serious  than  the  actual  loss  suf- 
fered. 

REMEDIES. 

The  first  defect  noted  was  corrected  by  the  act  of  1840,  to  which  reference  has 
already  been  made,  restricting  the  state  stocks  admitted  on  deposit  to  those  of  the 
State  of  New  York  alone  (even  United  States  stocks  not  being  accepted  until  1849), 
and  the  earlier  basis — a  5  percent,  stock  at  par — having  proved  too  high  a  rating, 
the  act  of  1848  raised  the  basis  to  6  per  cent.  As  to  second,  it  was  not  until  1863 
that  the  Legislature  went  so  far  as  to  discard  mortgages  altogether  as  a  basis  for 
circulation  ;  but  the  terms  upon  which  they  might  be  accepted  were  earlier  made 
so  strict  as  effectually  to  discourage  their  deposit.  The  third  and  fourth  of  the 
defects  noted  were  to  a  certain  extent  corrected  by  the  legislation  of  1840  and  1844, 
requiring  associations  to  deposit  at  least  $100,000,  and  individual  bankers  at  least 
$50,000,  in  approved  securities  before  they  could  receive  blank  circulating  notes. 

As  to  the  fifth,  sixth,  and  seventh  of  the  points  noted  above  no  reform  was  ever 
had.  As  to  the  margin  of  availability,  a  mere  limitation  of  notes  to  be  issued  to  say 
90  or  some  other  per  cent,  less  than  par  or  official  valuation  would  be  perfectly 
•easy,  and  if  carried  to  the  proper  extent  would  meet  the  difficulty. 

As  to  the  comparative  rigidity  of  the  circulation,  this  is  a  defect  involved  in. 
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tfie  system  itself,  and,  with  all  its  faults,  is  not  without  somewhat  of  compensation — 
fcough  it  seems  generally  agreed  that  the  balance  of  considerations  is  against 
rigidity. 

As  to  the  seventh  defect  noted,  the  mutual  support  desirable  to  perfect  in  this 
regard  the  free  banking  system,  would  have  been  so  much  less  than  that  necessary 
in  the  Safety  Fund  system  (where  such  mutual  support  was  the  main  security 
offered)  that  it  could  have  been,  and  probably  would  have  been,  provided  in  some 
one  of  numerous  practicable  ways,  which  would  not  have  been  complicated  in  ad- 
ministration or  burdensome  to  the  banks. 

Results. 

In  the  case  of  free  banking,  as  earlier  in  the  Safety  Fund  experience,  legisla- 
tion, to  remedy  such  defects  as  were  disclosed  by  experience,  was  on  the  whole 
prompt  and  effective,  as  noted  at  pages  300  and  301. 

It  was  during  the  first  twelve  years  that  were  suffered  most  of  the  disasters 
which  were  afterwards  made  impossible.  Abstracting  as  to  banks  which 
failed  before  1850  the  results  shown  at  page 303, it  is  found  that  for  twelve  years, 
with  an  average  circulation  of  $6,000,000,  the  actual  loss  to  noteholders  was  for 
the  whole  period  $326,000,  or  $27,200  per  year — less  than  half  of  one  per  cent, 
on  the  average  circulation.  For  the  latter  period,  1851-65,  the  total  failures 
resulted  in  an  average  loss  of  $4,800  per  annum  upon  an  average  circulation  of 
$22,000,000  outstanding  ;  while  the  experience  of  the  last  few  years  seems  to 
indicate  that,  with  the  exception  of  rare  petty  losses  of  a  small  part  of  the  circula- 
tion of  individual  banks,  there  were  no  other  against  which  to  perfect  the  security 
of  the  system  it  was  necessary  to  provide. 

In  its  experimental  days  the  Free  Banking  jystem  had  made  but  a  poor 
showing  in  comparison  with  its  Safety  Fund  rival  * ;  but  after  it  had  been 
perfected  in  the  light  of  experiment,  it  was  so  nearly  a  secure  system  as  to  have 
been  accepted  with  universal  approval  as  the  model  upon  which  National  banking 
should  be  planned. 

SAFETY  FIJXD  vs.  BOND  DEPOSIT. 

(a)  AS  TO  SECURITY. 

A  comparison  of  the  two  systems  so  thoroughly  tested  in  New  York  State  seems 
to  leave  little  room  for  preference  between  them  on  the  mere  matter  of  security. 
From  its  very  nature,  being,  as  it  were,  a  Lloyds  Insurance  system,  the  Safety 
Fund  plan  avoided  from  the  first  the  one  defect  in  this  regard  which  in  the  case  of 
of  the  Free  Banking  system  remained  uncorrected  to  the  end — that  of  unsupported 
responsibility  of  individual  petty  institutions  and  of  separate  petty  funds. 
The  losses  on  this  account  had,  "however,  proved  so  petty  in  the  latter  years 
of  the  Free  Banking  system,  and  so  easy  and  certain  would  have  been  a 
remedy  had  the  matter  ever  become  a  serious  one,  that  it  is  hardly  fair  to  consider 
it  as  a  make- weight  in  the  comparison.  It  may,  therefore,  be  assumed  that,  in  its 
perfected  shape,  each,  the  Safety  Fund  and  the  Bond  Deposit  system  of  New  York, 
was  satisfactory  as  regards  the  security  of  the  circulation. 

(b)  AS  TO  COST. 
In  this  regard  the  essential  comparison  is  between  the  net  expense  and  trouble 
to  banks,  connected  with  similar  amounts  of  circulation  under  the  respective  sys- 
tems, Eliminating  features  common  to  both,  this  comes  down  to  a  comparison  of 
the  average  rate  of  the  insurance  assessment  required  by  the  safety  fund  system 
and  the  average  loss  by  the  investment  requirements  of  the  bond  deposit  plan.  So 
long  as  the  required  safety  fund  assessment  was  above  one-half  per  cent,  annually, 
and  the  bond  deposits  permitted  to  be  made  in  a  large  range  of  investment  securi- 
ties, the  bond  deposit  plan  was  undoubtedly  at  least  as  economical  as  the  other. 
But  in  the  face  of  experience  showing  that  the  safety  fund  plan  as  perfected  would 
have  required  less  than  f  per  cent,  annual  insurance  assessment  upon  circulation — 
while  it  had  proved  necessary,  in  order  to  make  the  bond  deposit  system  safe,  to 
limit  the  securities  deposited  to  a  few  of  gilt  edged  classes — the  comparison  steadily 
turns  in  favor  of  superior  economy  of  the  safety  fund  system. 

(C)  AS  TO  ELASTICITY. 

As  compared  with  (b),  which  includes  expense  directly  paid  by  the  banker,  this 
head  involves  the  opportunities  offered  him  to  serve  the  public.     For,   whatever 

*  In  the  security  of  the  public  under  each  system,  our  experience  in  the  failure  of  ten  Safety  Fund 
banks,  and  about  three  times  that  number  of  free  banks,  proves  that  the  contributions  of  half  of  one  per 
cent,  annually  on  the  capital  of  the  Safety  Fund  Banks,  has  thus  far  afforded  as  much  protection,  as  the 
deposit  with  the  Comptroller,  by  the  free  banks,  of  a  sum  nominally  equal  to  all  the  bills  issued  to  them. 
It  will  be  seen,  by  reference  to  a  statement  under  the  head  of  insolvent  free  banks,  that  the  loss  to  bill 
holders,  on  the  supposition  that  all  the  securities  had  been  stocks  of  this  State  and  bonds  and  mortgages, 
would  have  been  over  16  per  cent.,  while  the  actual  loas  has  been  nearly  39  per  cent.  —'Comptroller  A.  0, 
Flaggy  1846. 
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may  be  speculative  rates  of  interest  caused  by  plethora  or  stringency  of  currency, 
the  legitimate  borrower  is  mainly  interested  m  the  rate  at  which  during  tbe  seasons 
when  ho  most  needs  advances  he  can  secure  them  ;  and  this  depends  almost  en- 
tirely upon  the  relative  ease  or  difficulty  with  which  an  increase  of  currency  can 
be  had  to  meet  temporary  business  demands. 

Elasticity  is  the  essential  feature  of  a  safety  fund  as  compared  with  a  bond  de- 
posit system.  The  limitations  upon  elasticity  —  obstructions  to  temporary  in- 
crease of  circulation  —  are  noted  at  page  304  above.  It  only  remains  here  to 
compare  the  actual  results  of  these  two  systems  co-existing  in  the  same  State, 
under  similar  circumstances,  during  the  years  when  both  were  in  successful  opera- 
tion. The  two  diagrams  which  follow  are  their  own  best  explanation,  und  the 
character  of  the  exhibit  is  so  marked  that  comment  is  superfluous. 
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-STATUS  WHEN    SUPPRESSED   BY  FEDERAL.  LEGISLATION. 

Such  had  been  the  career  of  New  York  State  bank  currency,  which  was  arbi- 
trarily closed  by  the  act  of  1863,  providing  for  national  banks  and  their  currency, 
.and  by  later  acts,  including  that  of  1865,  by  which  State  bank  notes  were  driven 
by  a  ten  per  cent,  tax  from  the  rivalry  they  still  maintained.  The  experience  had 
been  most  instructive,  and  its  results  most  satisfactory— creditable  alike  to  the 
-business  habits  and  legislative  aptitude  of  the  State. 

Under  the  old  charters  securing  a  monopoly  of  banking  in  a  comparatively 
few  large  institutions,  during  the  first  quarter  century — 1791-1815 — no  noteholder 
had  lost  a  dollar.  Even  during  the  next  fourteen  years  of  indiscriminate  bank- 
ing— 1815-1829 — the  loss  to  noteholders  had  averaged  less  than  \\  per  cent.,  and 
probably  less  than  1  per  cent,  of  the  circulation. 

The  Safety  Fund  act  then  ran  twelve  years— 1829-1841 — before  a  single  note- 
holder suffered — .though  the  panic  of  1837  had  meanwhile  swept  the  country,  and 
■with  the  amendments  to  the  Safety  Fund  act  that  were  promptly  made  as  their 
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necessity  was  developed,  not  merely  were  the  actual  losses  to  the  noteholders  less 
than  one-eighth  of  one  per  cent,  per  annum  upon  the  circulation  for  the  full  period 
1829-1866,  but  they  were  such  in  character  as  to  show  that,  had  the  amendments 
.subsequently  adopted  been  originally  incorporated  in  the  law,  and  the  system  left 
undisturbed  to  serve  the  whole  State,  not  only  would  the  noteholders  never  have 
lost  a  dollar,  but  the  annual  assessment  necessary  to  secure  this  would  have 
-averaged  less  than  one-fourth  of  one  per  cent,  upon  the  capital,  or  three-eighths 
per  cent,  upon  circulation. 

The  Free  Banking  system,  adopted  in  1838  as  a  political,  rather  than  a  financial 
reform,  had  in  its  turn  learned  by  its  mistakes  until,  with  a  loss  for  the  whole  period 
-averaging  less  than  one-tenth  of  one  per  cent,  a  year  on  its  circulation,  there  had 
not  been  a  failure  since  1861  in  which  the  notes  were  not  at  once  redeemed  in  full ; 
while  the  success  of  the  system  had  made  it  the  model  upon  which  Secretary  Chase 
planned  the  National  Banking  system. 

It  is,  of  course,  not  intended  to  suggest  that  noteholders  had  not  been  sub- 
jected to  many  charges  other  than  those  above  calculated.  These  charges,  how- 
ever, were  the  faults  of  the  imperfect  commerce  of  the  time,  were  not  chargeable 
to  any  system  of  banking,  and  were  cured  as  commercial  facilities  developed.  For 
•example,  before  the  arrangements  by  which  all  notes  were  issued  in  blank  and 
registered  by  a  State  official,  the  loss  to  the  community  by  counterfeits  was  large, 
though  not  entering  into  the  reports  of  or  concerning  banks.  Again,  during  the 
-early  part  of  the  century  communication  was  so  imperfect,  and  commercial  organ- 
ization so  lacking,  that  for  these  reasons  alone  exchange  often  commanded  high 
rates— until,  arrangements  having  been  made  for  redemption  agencies  at  New 
York.  Albany  and  afterwards  Troy,  this  factor  became  unimportant,  and — the 
banks  voluntarily  bettering  the  provisions  of  the  law — soon  practically  disap- 
peared.* 

Nor  is  it  intimated  here  that  either  system  was  perfect.  As  already  noted,  the 
*afety  fund  assessments  on  capital  should  have  been  transferred  to  circulation — 
-and  doubtless  would  have  been,  except  that  for  its  last  twenty-five  years  the  safety 
fund  system  was  a  survival,  albeit  a  vigorous  one,  and  already  superseded  by 
■"  Free  Banking."  On  the  other  hand  the  comparative  rigidity  of  the  free  banking 
•circulation  was  so  supplemented  by  the  perfect  elasticity  of  the  safety  fund  system, 
until  both  were  alike  pushed  aside  by  the  national  banking  acts,  that  its  inconvenience 
was  not  felt.  Though  the  free  banking  system  had  had  ten  years  of  safety  fund  ex- 
perience to  guide  it,  its  own  earlier  years  were  those  of  greater  disaster  than  that 


*  The  apprehension,  that  a  redemption  at  par  in  New  York  would  send  back  the  notes  upon  the  bank, 
»nd  leave  their  place  to  be  filled  by  a  less  valuable  currency ;  or,  that  the  banks  thus  redeeming  at  par 
would  be  restricted  in  their  circulation  and  curtailed  in  their  profits,  is  not  borne  out  by  the  experience 
<Jf  those  banks  which  have  for  a  long  time  kept  their  notes  at  par  in  the  city  of  New  York. 

In  the  following  table,  five  banks  have  been  selected,  which  keep  their  notes  at  par  in  New  York  and 
five  with  corresponding  capitals,  which  redeem  under  the  law  at  half  of  one  per  cent.  The  comparison 
extends  to  four  quarters,  and  the  aggregate  circulation  for  the  year  for  the  five  banks  which  redeem  at  par 

18 $3,329,975 

While  the  circulation  of  the  other  five  is 3,232,218 


Excess  in  favor  of  par  redemptions. 
The  details  are  given  below  : 

$97,757 

Capital. 

Registered  Circulation. 

Total  Circu- 
lation of 

Feb.  1, '45 

May  1. 

Aug.  1. 

Nov.  1. 

the  4 
quarters. 

Redeem  at  par  : 

Farmers'  &  Manufacturers'  Bank 

Highland  Bank 

$300,000 
200,00C 
200,000 
150,000 
100,000 

$300,000 
200,000 
200,000 
150,000 
100,000 

$207,013 
190,229 
177,171 
131,322 
126,141 

$146,208 
189,678 
183,261 
151,445 
127,365 

$238,954 
189,923 
170,411 
129,293 
141,887 

$111,261 
161,389 
177,870 
167,874 
134,051 

$186,516 
173,121 
127,852 
126,029 
119,132 

$181,122 
120,578 
153,092 
154,147 
130,611 

$234,228 
189,528 
180,586 
180,586 
142,132 

$240,971 
188,581 
187,552 
161,024 
134,138 

$866,711 
744,801 

Westchester  County  Bank, 

Hudson  River  Bank 

656,020 
532,511 
529,932 

Bank  of  Poughkeepsie 

$3,329,975 

Redeem  at  \($  Discount. 
Bank  of  Monroe 

$709,562 
660,226 
701,775 
634,490 

Herkimer  County  Bank 

-Jefferson  County  Bank 

Steuben  County  Bank 

Livingston  County  Bank 

526,165 
~ $1^232,218 

The  following  comparison  between  the  Farmers'  Bank  o..  Troy,  which  redeems  its  notes  at  par  in  the 
city  of  New  York,  and  the  other  incorporated  banks  of  the  same  place,  the  notes  of  which  are  at  a  discount, 
ehows  a  more  striking  result  than  the  above.    The  comparison  is  made  for  the  same  period  of  time: 


Capital. 

Circulation. 

Total. 

Feb.  1.    |    May  1. 

Aug.  1. 

$152,975 
98,047 
91,174 
96,699 

Nov.l. 

Farmers'  Bank 

$278,000 
440,000 
800,000 
300,000 

$160,7611     $180,920 
121,8611       130,948 
84,003|       101,777 
145,700'       108,400 

$196,981 
120.040 
187,745 
192,299 

$691,637 
470,896 
464,699 
543,098 

Bank  of  Troy 

Merchants'  and  Mechanics'  Bank 

Troy  City  Bank 
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which  befell  its  rival  in  the  same  period ;  but,  by  1861,  it  had  so  corrected  its  peculiar 
faults  that  its  circulation  was  everywhere  accepted  as  perfectly  secure — and  in  fact 
was  so  nearly  so  as  scarcely  to  be  criticized  in  that  regard,  except  by  noting  that  it 
depended  entirely  upon  the  credit  of  the  State,  so  far  as  concerned  its  only  satis- 
factory basis  ;  while  the  safety  fund  system  would  have  remained  intact  through 
any  public  disaster  that  did  not  involve  anarchy  and  the  wiping  out  of  private- 
obligations. 

The  well  earned  reputation  of  New  York  State  bank  currency  is  nowhere 
better  shown  than  in  the  discussions  in  Congress  of  the  National  Banking  Act  and 
the  echoes  thereby  waked  in  New  York.  In  bringing  his  pet  measure  forward 
Senator  Sherman  not  merely  admitted  the  soundness  of  New  York  State  bank 
currency,  but  urged  as  a  grievance  that  it  was  in  such  high  repute  and  great 
demand  throughout  the  West  as  to  command  a  premium  over  local  circulation  and 
constituted  a  great  source  of  profit  to  New  Yorkers,  which  he  urged  should  be 
transferred  to  the  Federal  Government.*  During  the  debates  it  developed  that  New 
York  State  bank  currency  was  selling  at  the  rate  of  three  per  cent,  premium  over 
greenbacks;  while  New  York  Senators  and  Representatives  bore  unanimous  witness- 
to  its  soundness  and  to  the  patriotism  of  her  banks ;  and  her  bank  superintendent 
protested  in  vain  against  the  fiat  that  drove  her  State  Bank  Currency  out  of 
circulation.  § 

Even  after  the  issuing  banks  had  become  National  Banking  associations  so  great 
was  the  confidence  of  the  people  in  the  old  State  Bank  notes  that  they  were  kept  in 
circulation  together  with  the  National  Bank  Currency, — to  the  amazement  and 
disgust  of  Senator  Sherman  and  other  National  Bank  advocatesf — whereupon  the 
coup  de  grace  was  given,  and — not  because  it  was  too  bad,  but  because  it  was  too- 
good  ;  not  because  the  people  had  no  confidence  in  it,  but  because  they  preferred 
it  to  National  Bank  notes — was  State  Bank  Currency  suppressed  by  a  prohibitory- 
tax  of  10  per  cent. 

*  "According  to  a  recent  statement  which  I  have  before  me,  the  circulation  of  banks  in  the  Eastern 
States  has  now  reached  about  $130,000,000  ;  and  of  that  amount  one-third  is  computed  to  be  in  the  Western 
country.  I  have  no  doubt  that  we  are  now  circulating  in  the  West  $40,000,000  of  paper  money  issued  by  the 
banks  of  the  East,  and  we  are  paying  to  the  East  the  iuterest  on  this  $40,000,000,  which  we  had  much  rather 
in  these  times  of  difficulty  pay  to  the  United  States."— Senator  John  Sherman,  January  8, 1863. 

+  "The  National  Banks  were  intended  to  supersede  the  State  Bank.  Both  cannot  exist  together.  Yet 
while  the  national  system  is  extending,  the  issues  of  State  Banks  have  not  materially  decreased.  Indeedr 
many  local  banks  have  been  converted  into  National  Banks  and  yet  carefully  kept  out,  their  State  Bank, 
circulation.  *  *  *  It  is  far  better  at  once  to  abandon  the  National  Banking  system  than  to  leave  it  as  a. 
cloak  for  State  Bank  issues."— Senator  John  Sherman,  February  17,  1365. 

§  "  What  I  have  stated  in  regard  to  the  value  of  the  local  bank  currency  is  well  known  to  the  country. 
Why,  sir,  I  read  to  the  Senate  the  day  before  yesterday  the  price  at  which  this  money  was  selli'  g  in  the 
City  of  New  York,  and  it  was  2^  per  cent,  premium  as  quoted  ;  and  a  banker  from  that  city  told  me  it  waf 
three  the  evening  of  that  day.  Ic  is  better  and  will  ever  remain  bette.  than  greenbacks  in  my  judgment." — 
Senator  Lazarus  W.  Powell,  of  Kentucky,  February  13,  1863. 

"I  shall  vote  against  this  proposition  because  it  invo  ves  in  itself  a  declaration  that  Congress  means 
that  State  banks  shall  wind  up  their  affairs.  *  *  *  Our  State  banks  have  curtained  the  Government. 
They  have  been  the  Rothschilds  and  the  Barings  to  whom  we  have  gone  for  our  funds  in  order  to  carry  on 
this  war.  When  Congress  met  in  July,  1861,  we  found  our  financial  affairs  in  the  utmost  embarrassment. 
We  passed  a  bill  authorizing  a  loan  of  $250,000,000.  What  was  done  ?  Where  did  we  get  the  funds  ?  The 
Secretary  of  the  Treasury  went  to  New  York  with  trembling.  The  bankers  there  met  him  nobly,  gen- 
erously, and  provided  him  with  the  means  of  carrying  on  the  Government.  The  banks  of  the  City  of  New 
York  alone  placed  in  his  hands  $105,000,000— nearly  double  the  amount  of  their  capital ;  and  at  thi->  day  the 
banks  of  the  State  of  New  York  alone  hold  150  per  cent,  of  their  capital  in  the  stocks  of  the  United  States  ; 
and  here  we  are  declaring  hostility  against  these  institutions  from  which  we  have  derived  our  pecuniary 
Bnpport  during  the  existence  of  this  rebellion."— Senator  I/a  Harris,  of  New  York,  Feb.  14,  1863. 

In  his  report  for  1862,  the  N.  Y.  Superintendent  of  Banking,  after  referring  i  o  the  recommendations  of  Sec- 
retary Chase,  says :  "The  Secretary  adds:  'the  recent  experience  of  several  States  in  the  valley  of  the 
Mississippi  painfully  illustrates  the  justice  of  these  observations,  and  enforces  by  the  most  cogent  practical 
arguments  the  duty  of  protecting  commerce  and  industry  against  the  recurrence  of  such  disorders.'  How- 
ever truthful  these  remarks  may  be  in  regard  to  the  institutions  and  currency  of  some  portions  of  the 
country,  they  certainly  do  not  apply  to  New  York,  and  furnish  no  basis  for  interference  with  her  insti- 
tutions ;  "  while  in  1863  he  added  : 

"  Whatever  may  be  the  action  of  Congress  in  the  premises,  I  have  full  faith  that  the  Legislature  of  New 
York  will  protect  its  honor,  and  the  interests  of  a  common  constituency,  with  dignity  and  firmness.  Under 
the  existing  laws  no  person  can  issue,  within  this  State,  notes  to  circulate  as  money,  without  depositing  the 
required  securities  in  this  department.  Without  legislative  instruction  to  the  contrary,  it  will  be  my  duty, 
during  my  continuance  in  office,  to  enforce  this  provision  against  all  associations  or  individuals  claiming 
authority  from  any  other  source.  If  occasion  require,  I  shall  not  hesitate  to  bring  the  question  to  the  test 
of  judicial  decision,  that  we  may  learnauthoritatively  what  powers  over  local  institutions  are  still  left  to  the 
States.  * 


309 


SoiInd  Currency. 

Published  by  the  Sound  Currency  Committee  op  the  Reform  Club. 
Publication  Office,  No.  52  William  St.,  New  York  City. 

Vol.  II.,  No.  2.  NEW  YORK,  DECEMBER  15,  1894.  Price,  5  Cents. 


Each  number  contains  a  special  discussion  of  some  Sound  Currency  question. 


In  my  judgment  the  gravest  defect  in  our  present  financial  system  is  its  lack  of 
elasticity.  *  *  *  The  demand  for  mowy,  in  this  country,  is  so  irregular 
that  an  amount  of  circulation  which  will  be  ample  during  ten  months  of  the  year, 
will  frequently  prove  so  deficient  during  the  other  two  months  as  to  cause  strin- 
gency and  commercial  disaster.  The  crops  of  the  country  have  reached  proportions 
so  immense  that  their  movement  to  market,  in  August  and  September,  annually 
causes  a  dangerous  absorption  of  money.  The  lack  of  a  sufficient  supply  to  meet 
the  increased  demands  during  those  months  may  entail  heavy  losses  upon  the  agri- 
cultural as  well  as  upon  other  business  interests. — Secretary  Windom  in  h 
report  for  1890. 
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CANADIAN  BANK-NOTE   CURRENCY. 

CONDITIONS  PRIOR  TO  1867. 

The  awakening  interest  in  the  subject  of  currency  reform,  and  especially  in  the 
problems  involved  in  securing  a  safe  and  elastic  bank  note  currency,  seems  suffi- 
cient justification  for  the  presentation  in  this  series  of  the  experience  of  Canada  in 
this  regard. 

Though  there  are  many  interesting  points  connected  with  the  earlier  history  of 
Canadian  banking,  the  scope  of  the  present  sketch  must  be  confined  mainly  to  the 
period  since  the  Confederation  of  1867. 

"Free  Banking." 

Already  at  that  time  the  free  banking  stage  in  Canada  had  been  passed.  In 
1851,  in  addition  to  the  regularly  chartered  institutions,  provision  had  been  made 
for  the  establishment  of  banks  of  issue  based  on  the  "  free  banking  "  system  in  force 
at  the  time  in  the  State  of  New  York.  Each  bank  incorporated  under  the  Act  was 
required  to  deposit  with  the  designated  Provincial  officials  not  less  than  $100,000  in 
government  debentures,  as  security  for  the  ultimate  redemption  of  its  notes,  of 
which  an  amount  equal  to  the  par  value  of  the  bonds  thus  deposited  might  be  issued 

Only  five  banks  were  ever  established  under  the  Act,  and  the  experience  of  a 
few  years  was  sufficient  to  demonstrate  that  these  were  incapable  of  successful 
competition  with  the  other  chartered  banks  of  Canada,  so  that,  before  the  year  1867, 
they  had  either  passed  out  of  existence  or,  securing  more  favorable  charters  from 
the  Legislature,  had  retired  their  notes  thus  specially  secured,  withdrawn  their 
bonds,  and  taken  their  places  along-side  the  older  chartered  institutions. 

An  effort  was  made  about  the  same  time  to  reduce  the  circulation  of  the  char- 
tered banks  to  a  similar  basis  by  offering  a  material  reduction  of  the  tax  on  circula- 
tion in  cases  where  such  banks  should  give  up  a  portion  of  their  charter  privileges 
of  issue,  accepting  in  lieu  thereof,  the  privilege  of  issuing  additional  circulation 
based  upon  holdings  of  specie  and  government  bonds — which,  though  retained  in  the 
possession  of  the  individual  banks,  were  to  be  pledged  as  a  special  security  for  the 
redemption  of  the  notes  issued.  This  also  failed  to  accomplish  the  object  desired 
by  the  Government,  viz.,  the  replacement  of  the  existing  issues  by  a  system  of  cur- 
rency based  upon  the  bonds  of  the  Government. 

Tax  on  Circulation. 

In  1853  the  annual  tax  of  one  per  cent,  which  had  existed  since  1841  was  made 
to  apply  only  to  the  average  amount  by  which  the  notes  in  circulation  should  exceed 
the  amount  of  gold  and  silver  coin  and  bullion*  and-  government  bonds  held  by  the 
bank— a  measure,  the  effect  of  which  was  to  permit  the  free  issue  of  notes  up  to  the 
amount  of  the  bank's  holdings  of  specie  and  government  bonds — in  addition  to 
which  each  bank  might  issue  further  circulation  up  to  the  amount  of  its  paid-up 
capital,  subject  to  a  tax  of  one  per  centum  upon  the  average  amount  of  such  notes 
in  circulation.  This  naturally  encouraged  somewhat  larger  holdings  of  government 
bonds. 

Provincial  Notes. 

In  1866  an  Act  was  passed  authorizing  the  issue  of  Provincial  notes  to  the 
amount  of  $5,000,000.  It  was  designed  that  these  notes  should  supplant  the  issues 
of  the  banks,  and  to  this  end  arrangements  were  authorized  to  be  made  with  the 
several  banks  to  induce  them  to  surrender  the  right  of  issuing  circulation  granted 
them  by  their  charters.     In  return  for  such  a  surrender  each  bank  was  to  receive 
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from  the  Province  each  year  until  the  expiration  of  its  charter  a  payment  of  5  per 
<3ent.  upon  the  volume  of  notes  surrendered.  The  government  debentures  thereto- 
fore held  by  the  banks  as  security  for  their  notes  were  to  be  exchangeable  at  par 
for  equal  amounts  of  the  new  Provincial  notes. 

Only  one  institution,  however — the  Bank  of  Montreal — accepted  the  terms  of 
the  Act.  The  others  not  only  refused  to  make  any  arrangement  for  the  retirement 
of  their  notes,  but  began  an  agitation  which  resulted  later  in  their  obtaining  even 
more  favorable  charters. 

SITUATION  IN  1867. 

The  Confederation  of  the  several  Provinces  into  the  Dominion  of  Canada  in 
1867,  therefore,  found  nearly  forty  bank  charters  in  force,  though  the  number  of 
banks  in  actual  operation  was  not  more  than  thirty,  which,  by  the  system  of 
branches,  had  in  all  several  hundred  banking  offices.  These  in  the  main  possessed 
the  right  of  issuing  circulating  notes  as  they  should  see  fit,  unsecured  by  special 
deposit,  and  limited  in  amount  onh  by  the  aggregate  of  their  paid-up  capital  plus 
the  amount  of  specie  and  government  bonds  held.  In  regard  to  nearly  every  detail 
there  was  some  diversity.  In  Upper  and  Lower  Canada,  for  example,  the  charters 
as  a  rule  contained  a  provision  for  the  double  liability  of  the  stockholders  ;  while 
the  stockholders  of  one  bank  were  under  no  liability  beyond  the  amount  of  capital 
subscribed;  and  in  the  case  of  the  Banque  du  Peuple,  at  Montreal,  the  "principal 
partners  "  were  liable  for  the  debts  of  the  bank  without  limit.  In  New  Brunswick 
the  later  charters  had  provided  for  double  liability  in  accordance  with  the  prac- 
tice in  the  Province  of  Canada,  though  some  of  the  earlier  charters  had  imposed 
only  liability  for  the  amount  of  stock  subscribed.  In  Canada  and  Nova  Scotia 
the  aggregate  liabilities  of  any  one  bank  were  limited  to  three  times  the  capital 
stock,  and  in  New  Brunswick  to  twice  the  capital.  In  details  of  less  importance 
the  diversity  was  even  greater. 

ACT  OF  1871. 

After  the  Confederation  in  1867  several  attempts  were  made  at  banking  legi®= 
lation  before  the  final  perfection  and  passage  in  1871  of  a  general  Banking  Act 
(34  Vic,  Ch.  5,  April  14,  1871),  which  is  the  foundation  of  the  present  system. 

It  continued  for  ten  years  the  charters  of  the  principal  nanks  in  existence  at  the 
time  and  provided  for  the  incorporation  of  new  banks  for  periods  not  exceeding  ten 
years.  A  subscribed  capital  of  $500,000  was  required,  $100,000  of  which  must  be 
paid  up  before  business  could  be  commenced,  and  an  additional  $100,000  within  two 
years  thereafter.  As  to  note  circulation,  the  chief  requirements  were  (1)  that  the 
total  amount  in  circulation  should  not  exceed  the  unimpaired  paid  up  capital ;  (2) 
that  no  note  for  a  smaller  denomination  than  $4  should  be  issued  ;  and  (3)  that  each 
bank  must  receive  its  own  notes  at  par  in  payments  to  any  of  its  branches,  but  was 
not  obliged  to  redeem  its  notes  in  specie  or  Dominion  notes  except  at  the  place 
where  they  were  made  payable — the  chief  place  of  business.  The  tax  on  circulation 
was  not  to  apply  to  notes  issued  by  banks  incorporated  under  this  Act. 

All  charters  thereafter  granted  enforced  the  principle  of  double  liability  of 
stockholders  for  all  obligations,  including  deposits  as  well  as  circulation.  Monthly 
returns  of  condition  were  required  to  be  made  to  the  Finance  Department. 

The  act  contained  little  new  legislation — being  mainly  re-enactment  of  earlier 
statutes  applying  to  some  or  all  of  the  banks. 

ACT  OF  1880. 

The  bank  charters  having  been  granted  for  only  ten  years,  their  expiration  in 
1881  called  attention  to  the  subject  of  the  Bank  Act  and  was  the  occasion  for  a  care- 
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ful  revision  and  re-enactment  previous  to  the  rechartering  of  the  banks.  The  most 
important  of  the  amendments  made  at  this  time  (Act  of  May  5,  1880,  43  Vict., 
Ch.  22),  was  a  provision  to  the  effect  that  in  case  of  insolvency  the  circulating 
notes  of  the  insolvent  bank  were  to  be  a  first  charge  upon  its  assets.  This  marks 
an  important  step  in  the  development  of  a  safe  currency.  Previous  to  1881  the 
noteholders  had  had  no  such  advantage  over  depositors  or  other  creditors  in  the 
distribution  of  the  assets  of  an  insolvent  bank.  So  long  as  the  assets  should  prove 
sufficient  to  meet  all  the  liabilities,  the  noteholders  were  sure  of  ultimate  payment; 
but  the  prior  lien  now  given  acted  as  a  guaranty  not  only  of  an  ultimate,  but  of  a 
speedy  redemption. 

In  the  period  between  1871  and  1881  there  were  six  bank  failures,  in  the  case 
of  four  of  which  both  noteholders  and  depositors  were  paid  in  full ;  in  the  case  of 
one,  the  Bank  of  Acadia,  closed  in  1873,  information  is  not  obtainable  ;  while  in  the 
case  of  the  sixth  both  noteholders  and  other  creditors  received  57^  cents  on  the 
dollar.  This  was  a  small  bank,  the  Mechanics'  Bank  of  Montreal,  which  had  a  paid 
up  capital  of  $195,000.  At  the  time  of  suspension  (May,  1879),  its  total  liabilities 
amounted  to  $547,000,  of  which  about  $150,000  was  in  the  form  of  outstanding 
notes.  From  the  assets,  the  nominal  value  of  which  was  $720,000,  sufficient  funds 
were  realized  to  meet  but  57J£  per  cent,  of  the  liabilities.  It  was  this  experience, 
perhaps,  more  than  any  theoretical  grounds  that  led  to  the  important  amendment 
above  noted,  whereby,  in  case  of  any  subsequent  failure,  the  notes  should  become 
a  first  charge  upon  the  assets. 

It  so  happens  that  between  1881  and  1891  there  were  likewise  six  failures.  In 
every  case  the  notes  were  paid  in  full,  being  a  first  charge  upon  the  assets ;  in  three 
cases  only  were  the  depositors  also  paid  in  full ;  in  one  case  they  finally  received 
99%  cents  on  the  dollar,  but  only  after  some  delay ;  in  another  instance  the  divi- 
dends to  depositors  amounted  to  66f  per  cent,  of  their  claims ;  while  the  sixth  is 
still  unsettled,  but  promises  only  a  small  dividend  to  depositors. 

BANK  ACT  OF  1890.— THE  PRESENT  LAW. 

With  the  year  1890  the  question  of  renewing  the  bank  charters  was  once  more 
opened  up  for  discussion.  The  Government,  desirous  of  acting  most  intelligently, 
called  together  a  conference  of  the  leading  bankers  of  Canada  to  consider  the  sit- 
uation and  assist  in  the  formulation  of  a  plan  for  the  coming  ten  years.  The 
recommendations  of  this  conference,  though  in  no  wise  binding  upon  the  Govern- 
ment, received  marked  attention  and  were  quite  generally  adopted.  It  is  to  the 
suggestion  of  this  body  that  the  one  important  provision  of  the  amendments  finally 
adopted — the  "  BanK  Circulation  Redemption  Fund  " — must  be  attributed. 

The   Reserve  Question. 

In  regard  to  the  proposal  brought  forward  by  the  Government  to  require  a 
fixed  cash  reserve  bearing  certain  definite  relations  to  deposits,  much  as  now  re- 
quired to  be  maintained  by  our  National  Banks,  the  following  from  a  well  known 
banker  and  financier  of  Canada  so  adequately  illustrates  the  attitude  of  the  Govern- 
ment towards  the  suggestions  of  this  Conference  that  it  is  quoted  : 

"  Almost  the  only  point  upon  which  there  was  a  difference  of  opinion  had  reference  to  the  cash  reserves. 
M  No  limit  to  the^e  is  set  by  the  Act,  and  many  bankers  and  Members  of  Parliament  favored  a  minimum 
"  monthly  average.  Indeed  the  Government  had  a  clause  in  the  draft  of  the  Act  fixing  a  minimum  cash 
"  reserve,  which  could  not.  be  drawn  upon,  instead  of  an  average  reserve,  which  would  have  enabled  a  bank 
"  to  use  its  reserve  in  an  emergency.    Instead  of  being  amended,  the  clause  was  struck  out." 

Principal  Details  of  the  Act. 

Taking  up  the  Act  itself,  the  following  may  be  mentioned  as  the  more  import- 
ant of  the  provisions  relating  to  the  establishment  of  banks  and  the  details  of  note 
issue,  many  of  which  date  from  the  Act  of  1871,  though  still  more  are  of  later  origin 
or  modified  forms  of  the  earlier  provisions. 

Capital  Stock. — The  capital  stock  subscribed  shall  not  be  less  than  $500,000,  of 
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which  $250,000  must  be  actually  paid  in  in  cash  and  temporarily  lodged  with  the 
Minister  of  Finance  until  a  certificate  is  obtained  from  the  Treasury  Board. 
Dividends  must  not  impair  the  paid  up  capital,  nor  can  a  dividend  of  more  than  8 
per  cent,  per  annum  be  declared  until  the  surplus  reserve  fund  shall  equal  30  per 
■cent,  of  the  paid  up  capital. 

Reserves. — The  ratio  that  reserves  shall  bear  to  liabilities  is  not  prescribed  in 
any  way.  It  is,  however,  provided  that  40  per  cent,  of  such  reserves  as  shall  be 
held  must  be  in  the  form  of  Dominion  notes. 

Shareholder's  liability  is  for  an  amount  equal  to  the  stock  subscribed,  in  addi- 
tion to  any  portion  not  fully  paid  up. 

Note  Issues. — With  but  two  exceptions  notes  may  be  issued  up  to  the  paid  up 
capital.  The  exceptions  are  The  British  Bank  of  North  America  and  La  Banque  du 
Peuple  neither  of  which  is  permitted  to  issue  circulating  notes  to  an  amount 
greater  than  75  per  cent,  of  its  paid  up  capital  without  depositing  with  the  Minister 
of  Finance  either  cash  or  bonds  of  the  Dominion  of  Canada  as  a  security  for  all 
issues  above  the  75  per  cent,  limit.    The  issue  of  bank  notes  under  $5  is  prohibited. 

Penalties  for  excessive  issues  have  been  provided  as  follows  : 

Less  than  $1,000.. Penalty  equal  to  excess. 

Between  $1,000  and  $20, 000 "    .        of         $1,000 

$20,000  and  $100,000 "  of  10,000 

"       $100,000  and  $200,000 "  of  50,000 

Above  $200,000 "  of        100,000 

In  1883  money  penalties  were  first  substituted  for  forfeiture  of  charter  which 
had  previously  been  the  penalty  for  over-issue.  But  the  fines  then  imposed  were 
much  lighter  than  the  present  ones,  so  light  in  fact  that  the  profit  to  be  derived 
from  the  use  of  notes  above  the  legal  limit  in  certain  cases  might  more  than 
compensate  the  bank  for  the  penalty.  For  example,  the  fine  for  an  over-issue  of 
$20,000  had  been  only  $100 — just  %  of  1  per  cent.  However,  the  aggregate  issues  of 
all  the  banks  in  the  system  has  never  approached  the  legal  limit,  and  the  official 
returns  show  but  few  cases  in  which  this  point  was  availed  of  by  banks  desiring  to 
increase  their  issues  under  an  emergency. 

Security. — Notes  are  &  first  charge  against  all  the  assets  of  the  issuing  bank, 
including  the  double  liability  of  stockholders.  No  deposit  of  bonds  as  special 
security  is  required,  except  in  the  case  of  the  two  banks  mentioned  above,  for  any 
issues  in  excess  of  75  per  cent,  of  their  capital  stock. 

"Bank  Circulation  Redemption  Fund." — Each  bank  is  obliged  to  keep  on 
deposit  with  the  Minister  of  Finance  a  sum  of  money  equal  to  five  per  cent,  of  its 
average  circulation  for  the  previous  fiscal  year,  which  deposit  bears  interest  at  the 
rate  of  three  per  cent.  In  case  of  the  suspension  of  any  bank,  its  notes  shall  draw 
interest  at  the  rate  of  six  per  cent,  from  the  date  of  suspension  until  such  date  as 
is  named  by  the  Directors  for  their  redemption.  If  the  bank  fails  to  make  provision 
for  the  payment  of  its  notes  with  accrued  interest  within  two  months  from  date  of 
suspension,  the  Minister  of  Finance  shall  appoint  a  day  upon  which  he  will  redeem 
such  notes  with  interest  from  the  "  Redemption  Fund,"  and  upon  such  day  they 
shall  cease  to  bear  interest. 

The  amount  thus  paid  from  this  fund  in  the  redemption  of  the  notes  of  a 
suspended  bank  in  excess  of  the  contribution  of  that  bank  to  the  fund,  with  what- 
ever interest  may  have  accrued,  shall  be  ultimately  recovered  from  the  assets  of 
the  bank  in  question  if  its  assets  are  sufficient.  But  pending  such  reimbursement 
the  other  banks  shall  be  called  upon  to  make  good  the  amounts  by  which  their 
contributions  shall  have  been  reduced  below  the  5  per  cent,  limit ;  but  such  calls 
upon  them  shall  not  exceed  one  per  cent,  in  any  one  year. 

Redemption  Agencies. — Each  bank  "shall  make  such  regulations  as  are  neces- 
sary to  ensure  the  circulation  at  par  in  any  and  every  part  of  Canada  "  of  all  its 
notes;  "and  towards  this  purpose  the  bank  shall  establish  agencies  for  the 
redemption  and  payment  of  its  notes  at  the  cities  of  Halifax,  St.  John,  Charlotte- 
town,  Montreal,  Toronto,  Winnipeg  and  Victoria,  and  at  such  other  places  as  are, 
from  time  to  time,  designated  by  the  Treasury  Board."  Each  bank  shall  also 
receive  its  own  notes  at  par  at  each  of  its  branches,  but  is  not  obliged  to  redeem 
them  in  coin  or  Dominion  notes  except  at  agencies  as  noted  above  and  at  such  of 
its  offices  as  shall  be  especially  designated  as  places  of  payment,  including  always 
the  head  office. 

Monthly  returns  of  the  condition  of  each  bank  are  required  to  be  made  to  the 
Minister  of  Finance. 

Taxation.—  There  is  now  no  tax  on  the  circulation  of  these  banks. 
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SPECIAL  FEATURES. 

The  Act  of  1890  extended  for  a  further  period  of  ten  years  the  charters  of  3fr 
banks,  in  addition  to  regulating  the  issues  of  two  institutions  acting  under  Royal 
charters  ;  while  since  its  passage  the  Merchants'  Bank  of  Prince  Edward  Island  has 
also  entered  the  system,  thus  raising  the  number  of  chartered  banks  to  39,  one  of 
which,  however  (the  Commercial  Bank  of  Manitoba),  is  now  in  process  of  liquida- 
tion. It  must  be  remembered,  however,  that  these  39  banks  are  mainly  large- 
institutions,  each  with  many  branches,  in  the  aggregate  corresponding  to  460  local 
banks  such  as  we  have  in  the  United  States. 

Proportion  of  Circulation  to  Capital. 

The  following  table  showing  capital  stock  and  volume  of  outstanding  notes  for 
the  past  fifteen  years  will  serve  to  indicate  the  comparatively  steady  course  of 
recent  banking  in  Canada,  as  well  as  facilitate  comparison  with  the  experience  of 
our  National  Bank  system  : 

COMPARISON  OF  THE  CANADIAN  AND  UNITED   STATES  NATIONAL  BANKING   SYSTEMS- 
AS  TO  NOTE  CIRCULATION  AND  CAPITAL  STOCK. 


United  States  National  Banks. 


Notes  Outstand- 
ing July  1st  in 
each  year. 


Capital  at 
Nearest  Date 
to  July  tut. 


Ratio  of 

Notes  to 

Capital 

Per 

Cent. 


Canadian  Banks. 


Notes  Out^tand 

ing  July  1st  in 

each  year. 


Capital  Stock 
.july  1st. 


Ratio  of 

Note-  to 

Capital 

Per 

Cent. 


1880 
1881 
1882 
1883 
1884 
1885 
1886 
188? 
1888 
1889 
1890 
1891 
1892 
1893 


$314,505,427 
355,042,675 
358,742,034 
356,815.510 
339,499,833 
319,0(59  932 
309,01 0,4*0 
279.217,788 
252.362,321 
211.378.063 
185,549.848 
167.927.574 
172,683,850 
177,164,255 
207,3.53,244 


$455,909,565 
460,4:47,835 
477,184,390 
500.298,312 
522,5 15.996 
526,273.602 
539.109,291 
571,648.811 
588,3X4,018 
605.851  640 
642,073,676 
672,903,599 
684,678,203 
685,786,718 
671,091,165 


$20,186,176 
26,102,368 
32,229,937 
32,211,945 
V9,654.511 
29,692,803 
29,200,627 
30,438.152 
30.414,643 
hi, 209.972 
3-2.059.178 
31,379,8«6 
32.614,699 
33.483,413 
30,254,159 


$60,584,789 
59,384,987 
58,739,980 
61,404,554 
61,443,397 
61,821,158 
61,841,395 
60,815,356 
60,1C8.011 
60,236,451 
59,569,765 
60,742,366 
61.512,630 
61,954,314 
62,112,883 
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The  most  noticeable  feature  of  the  showing-  thus  made  is  that  while  Canadian 
bank  capital  and  volume  of  circulation  have  remained  practically  unchanged  for  a 
considerable  period,  the.  capital  invested  in  National  banks  has  largely  increased 
contemporaneously  with  a  very  marked  falling  off  in  their  circulation.  The  cause 
of  this  latter  phenomenon  it  is  unnecessary  to  discuss  here. 

In  relation  to  the  possibilities  for  further  expansion,  if  required,  it  is  noteworthy 
that  in  Canada  since  1882  the  volume  of  notes  in  circulation  has  generally  varied  little 
from  50  per  cent,  of  the  capital  stock — one-half  the  amount  allowed.  Even  at  the 
highest  point  reached  the  proportion  was  less  than  65  per  cent.  But  while  as  a 
whole  the  Canadian  banks  have  never  approached  their  legal  limit  so  closely  as  to 
cause  any  apprehension  of  reaching  a  point  where  further  expansion  must  cease, 
this  point  has  frequently  been  reached  in  the  case  of  individual  banks.  At  such 
times  the  situation  is  carefully  watched  from  the  Head  Office,  and  further  issues  at 
all  the  branches  immediately  stopped  by  telegram  the  moment  the  legal  limit  is 
reached. 

Emergency   Expedients. 

If,  as  is  usual  in  such  cases,  the  opportunity  for  the  use  of  additional  circulation 
is  of  short  duration,  the  necessities  of  the  various  branches  are  met  by  paying  out 
whatever  comes  into  their  tills,  e.  g.,  the  notes  of  otner  banks,  which  under  other 
circumstances  are  always  sorted  out  and  presented  for  redemption.  But  if  the  de- 
mand for  additional  circulation  seems  comparatively  urgent  and  likely  to  continue 
for  some  time,  resort  is  most  often  had  to  a  loan  from  some  bank  whose  circulation 
is  some  distance  within  the  limit.  This  loan  is,  of  course,  made  in  the  notes  of  the 
second  bank,  which  are  thereupon  paid  out  by  the  first  in  the  same  way  as  it 
would  use  its  own  notes  were  it  possible  to  issue  more  without  incurring  the 
penalties.  The  usual  practice  is  either  to  postpone  repayment  of  the  loan  for 
two  weeks  or  to  waive  the  current  interest  for  that  period.  As  the  average  life  of 
a  note  is  not  far  from  four  weeks,  the  transaction  thus  resolves  itself  into  an 
ingenious  method  of  escaping  the  fine  for  over-issue,  by  combining  the  business  of 
one^bank  with  the  notes  of  another,  and  dividing  evenly  between  the  two  what- 
ever circulation  profit  there  may  be. 

Procedure  in  Case  of  Failed  Banks. 

Reference  has  already  been  made  to  the  failure  of  the  Commercial  Bank  of 
Manitoba,  at  Winnipeg.  As  this  is  the  only  bank  that  has  failed  since  1888,  the  de- 
tails of  its  experience  will  prove  of  special  interest  as  being  the  only  case  in  which 
the  operation  of  the  new  provisions  of  the  Act  of  1890  are  involved. 

The  bank  was  incorporated  in  1884  with  an  authorized  capital  of  $1,000,000, 
$500,000  of  which  was  subscribed,  but  only  $100,710  paid  up.  The  authorized  capi- 
tal was  afterwards  increased  to  $2,000,000,  of  which  at  the  time  of  the  failure 
$740,700  had  been  subscribed,  $552,600  paid  up.  Its  management  seems  never  to 
have  been  regarded  as  especially  sound  and  at  no  time  did  it  enjoy  the  best  of 
credit. 

The  bank  suspended  July  3d,  1893,  at  which  time  its  notes  in  circulation 
amounted  to  $419,135,  deposits,  $633,058.87,  other  liabilities,  $292,075.59,  total  lia- 
bilities, $1,344,269.46.  The  nominal  value  of  the  assets  at  the  same  time  was  $1,954,- 
167.98,  of  which  $1,636,260.58  was  in  the  form  of  current  loans.  The  amount  of 
coin  and  Dominion  notes  held  was  but  $1,130.26. 

At  the  time  of  the  failure,  so  far  as  the  bills  of  the  bank  were  concerned,  Jiere 
was  not  the  slightest  uneasiness  or  disturbance  in  business  or  banking  circles.  The 
notes  were  readily  accepted  by  all  the  other  banks,  as  there  was  no  question  about 
the  certainty  of  their  ultimate  payment,  and,  since  they  bore  interest  at  six  per 
cent,  from  date  of  suspension  until  redeemed,  they  were  regarded  by  bankersin  gen- 
eral as  a  rather  favorable  investment.  In  this  way  the  larger  part  of  the  circulation 
was  soon  removed  from  the  hands  of  the  general  public.  At  the  expiration  of  two 
months — the  time  at  which  the  law  provides  that  the  Minister  of  Finance  may  make 
arrangements  for  the  payment  of  the  notes  from  the  Redemption  Fund — the  receiv- 
ers found  themselves  in  a  position  to  redeem  any  of  the  notes  likely  to  be  presented 
by  the  public,  butunable  at  once  to  redeemall  those  held  b}r  the  banks.  Rather  tliiui 
incur  the  annoyance  and  expense  which  the  resulting  assessment  upon  the  several 
banks  would  have  caused,  if  the  notes  were  to  be  redeemed  from  the  Redemption 
Fund,  the  banks  agreed  to  hold  those  in  their  possession  until  the  receivers  should  be 
able  to  provide  for  their  payment,  interest  upon  them  in  the  meantime  to  continue. 
The  authorities  in  the  Finance  Department,  however,  were  inclined  to  insist  upon 
the  immediate  payment  of  these  notes  out  of  the  Redemption  Fund,  or,  «n  case  any 
other  practice  were  followed,  to  insist  upon  the  banks  holding  them  without  in- 
terest.    The  wishes  of  the  bankers,  however,  by  virtue  of  their  arrangement  with 
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the  receivers,  finally  prevailed,  and  though  the  Minister  of  Finance  promptly  an- 
nounced that  the  notes  of  the  insolvent  bank  would  be  redeemed  from  the  "  Bank 
Circulation  Redemption  Fund,"  none  were  presented  to  him.  This  arrangement 
was  of  special  advantage  in  that  it  did  away  with  the  necessity  for  the  payment  of 
small  contributions  from  each  of  the  remaining  38  banks  in  the  system,  which  the 
redemption  of  these  notes  from  the  fund  would  have  caused — contributions  which 
it  would  have  been  necessary  to  repay  to  the  contributing  banks  in  the  course  of  a 
few  months  at  most,  when  the  liquidation  of  the  bank's  assets  had  so  far  progressed 
as  to  enable  the  receiver  to  redeem  the  notes  thus  passing  into  the  hands  of  the 
Minister  of  Finance. 

Thus  the  knowledge  of  the  existence  of  the  two  important  "safety"  provi- 
sions— notes  as  a  first  charge,  and  the  Redemption  Fund — was  sufficient  in  itself  to 
prevent  any  depreciation  or  other  evidence  of  discrimination  against  the  notes  of 
the  suspended  bank,  and  actual  resort  to  the  Redemption  Fund,  as  contemplated 
by  the  law,  was  found  in  this  case  to  be  unnecessary. 

By  the  end  of  October,  1893,  not  quite  four  months  from  the  date  of  suspension, 
the  circulation  had  been  reduced  to  $83,000,  since  which  time  the  notes  have  been 
redeemed  as  fast  as  presented.  There  are  still  outstanding  some  $10,000.  At  the 
expiration  of  a  year  from  the  date  of  suspension,  in  addition  to  the  notes  thus  re- 
deemed, $84,000  of  Provincial  deposits — another  preferred  charge  upon  the  assets — 
had  been  repaid,  and  the  remaining  liabilities  reduced  by  the  payment  of  about 
$290,000  out  of  a  total  of  $840,000.  Competent  bankers,  conversant  with  the  affairs 
of  the  institution,  express  little  doubt  but  that  all  creditors  will  eventually  be  paid 
in  full. 


BRANCH  BANKING. 

Prominent  among  the  features  of  the  Canadian  system,  of  special  interest  to 
students  of  banking  in  the  United  States,  is  the  practice  of  "branch  banking ;  "  not 
because  it  is  by  any  means  rare  in  banking  experience  elsewhere,  but  because  here 
in  the  United  States  we  have  been  so  long  accustomed  to  localized  banking  that  not 
only  are  the  methods  of  conducting  business  through  the  medium  of  branches  not 
generally  understood,  but  the  whole  field  is  one  which  seems  to  have  received  little 
attention  at  the  hands  of  the  average  American  banker.  Yet  the  system  has  for 
many  years  been  in  successfnl  operation  just  across  our  northern  border,  and  is  at 
present  such  an  important  factor  in  the  Canadian  system  that  any  treatment  is 
inadequate  that  fails  to  bring  out  and  emphasize  its  details. 

A  prerequisite  to  any  extended  use  of  branches  in  conducting  a  banking  busi- 
ness is  that  large  capitals  shall  be  concentrated  in  the  hands  of  single  institutions. 
So  long  as  the  capital  of  a  bank  is  no  larger  than  can  be  economically  employed  in 
its  immediate  vicinity,  there  is  no  inducement  for  the  establishment  of  branches 
elsewhere  ;  and  conversely,  where  there  is  no  opportunity  for  the  establishment  of 
branches,  there  can  be  little  inducement  for  the  massing  of  large  capitals — with 
occasional  possible  exceptions  in  our  most  important  financial  centers.  But  what- 
ever may  be  the  causal  relation,  the  fact  remains  that  the  Canadian  banks  are 
mainly  institutions  possessing  many  times  the  capital  of  any  of  our  own  banks 
situated  in  cities  no  larger  than  Montreal  or  Toronto.  There,  however,  the  location 
of  the  head  office  is  not  necessarily  the  seat  of  the  main  operations  of  the  bank  ;  it 
is  more  often  merely  the  center  of  a  vast  system  of  branches,  extending  from  Hali- 
fax on  the  East  to  Vancouver  on  the  West,  each  presided  over  by  a  trained  banker 
and  the  whole  system  directed  by  a  competent  General  Manager.  In  this  way  the 
local  interests  of  each  branch  are  merged  into  a  single  organism  whose  interests 
are  national  and  whose  opportunities  for  the  widespread  employment  of  capital 
are  unexcelled. 

In  the  diagram  on  the  opposite  page  an  attempt  is  made  roughly  to  show  the 
extent  of  the  practical  interdependence  of  the  subsystems  represented  by  the  great 
Canadian  Banks,  by  the  interlocking  rather  than  by  the  aggregation  of  which  is 
made  up  the  general  system.  In  such  a  diagram  it  has  been  possible  only  roughly 
to  indicate  the  relations  of  the  several  banking  centers  to  each  other  and  their  rela- 
tive importance.  In  a  general  way,  however,  the  whole  field  has  been  covered,  so 
that  not  only  is  the  situation  suggested  of  each  of  the  337  branches  of  the  sixteen 
leading  banks  especially  noted,  but  there  have  been  also  approximately  located — 
under  a  common  symbol  (•) — the  123  offices  of  the  remaining  22  Banks  of  Canada; 
so  that  in  a  way  the  diagram  may  be  considered  complete. 
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Convenience. 

This  intricate  network  of  branches  brings  about  a  condition  of  affairs  vastly- 
different  from  that  which  prevails  in  this  country,  and  consequently  leads  to  the* 
employment  of  methods  unknown  to  our  bankers. 

It  is  perhaps  in  the  matter  of  the  distribution  of  loanable  capital  that  the  ad- 
vantages of  the  branch  system  are  most  apparent.  Through  the  various  establish- 
ments of  one  of  the  larger  banks  the  surplus  capital  of  many  scattered  communities 
finds  its  way  to  a  common  reservoir,  from  which  through  the  medium  of  other 
branches  the  most  urgent  demands  of  other  localities  are  satisfied.  Of  the  intensity 
of  these  demands  and  the  relative  standing  of  prospective  borrowers  each  locality 
has  its  own  close  observer  in  the  person  of  the  manager  of  the  local  branch;  and 
the  General  Manager  is  always  in  a  position  to  direct  an  intelligent  distribution  of 
the  loanable  capital  at  his  disposal,  and  in  the  existing  organization  of  branches 
he  finds  ready  facilities  for  accomplishing  this.  As  a  consequence,  each  borrower, 
whether  situated  in  Toronto  or  in  Vancouver,  finds  himself  in  direct  communication 
with  the  idle  funds  of  every  part  '  *  the  Dominion  ;  and  so  perfect  is  the  organiza- 
tion and  execution  of  the  system  wiat,  instead  of  the  conditions  prevailing  under 
our  localized  system,  vmere  the  rate  in  the  East  is  often  5  per  cent,  or  even  less 
while  Western  borrowers  are  paying  10  or  12  per  cent.,  there  is  rarely  a  difference- 
of  more  than  one  or  two  per  cent,  between  the  rate  of  interest  paid  by  a  merchant 
in  Toronto  or  Montreal  and  that  paid  by  any  solvent  farmer  or  merchant  in  the 
Northwest. 

Each  locality  is  thus  better  served  than  it  could  hope  to  be  otherwise.  There 
was  a  time,  of  which  the  "  free  banking  "  movement  is  perhaps  an  evidence,  when 
there  was  a  strong  feeling  manifested  that  it  was  better  for  each  community  to 
have  its  own  local  bank,  conducted  with  capital  furnished  by  local  capitalists  and 
managed  by  local  officers  and  bankers.  This,  however,  seems  to  have  been  mainly 
a  matter  of  sentiment,  which  eventually  gave  way  before  the  practical  advantages 
of  the  existing  system.  Not  only  are  the  vast  resources  of  one  of  the  larger  banks, 
when  placed  at  the  disposal  of  a  small  town,  an  element  of  strength  and  safety 
which  no  local  institution  could  hope  to  rival,  but  the  very  magnitude  of  the  insti- 
tution and  the  work  it  has  to  do  permit  the  employment  of  the  very  best  banking 
talent  and  ability,  ensuring  the  best  possible  administration  ;  while  the  trained  in- 
spectors employed  are  able  to  guard  the  interests  of  the  stockholders  much  more 
closely  than  they  could  do  themselves  even  in  a  local  institution. 

In  the  matter  of  the  distribution  of  reserves  the  practice  followed  by  local  banks 
in  the  United  States  of  depositing  a  portion  of  their  reserves  in  city  banks,  also  in- 
volves some  dangers  from  which  the  branch  system  is  free.  To  be  convinced  of 
this  it  is  necessary  only  to  contrast  the  relation  existing  between  a  large  deposit 
bank  in  New  York  and  forty  of  its  correspondents  throughout  the  country  with  that 
existing  between  the  head  office  and  forty  branches  of  a  single  institution.  In  the 
case  of  any  stringency  approaching  a  crisis  or  panic,  such  as  that  through  which 
we  passed  in  1893,  the  country  banks  not  only  endeavor  to  increase  their  reserves 
by  curtailing  discounts  at  home,  but  also  in  the  great  majority  of  cases  seek  to  with- 
draw as  rapidly  as  possible  their  deposits  from  the  city  banks.  The  result  is  usually 
anything  but  an  economical  distribution  of  the  funds  available  to  meet  the  threat- 
ening situation.  In  the  case  of  a  branch  bank,  however,  the  actual  necessities  of 
each  branch  receive  due  consideration  and  the  funds  available  at  any  and  all  the 
offices  are  distributed  throughout  the  system  or  concentrated  at  the  cities  in  accord- 
ance with  whatever  policy  shall  promise  most  favorable  results.  There  would  thus 
be  no  occasion  for  that  grab-all-you-can  policy  which,  in  the  effort  of  each  bank 
to  "look  out  for  No.  1,"  has  been  responsible  for  so  many  unnecessary  commercial 
disasters. 

In  the  handling  of  bank-note  circulation  the  branch  system  can  count  another 
of  its  advantages.  To  secure  prompt  and  adequate  expansion  of  the  currency  just 
when  and  where  the  necessities  of  commerce  require,  it  is  not  enough  that  there 
shall  be  large  banks  in  the  financial  centers  capable  of  increasing  their  circulation, 
and  small  ones  in  the  agricultural  districts  also  capable  of  adding  somewhat  to  the 
circulation  there.  For  the  greatest  need  for  additional  currency  is  most  likely  to 
occur  at  a  distance  from  the  larger  banks.  But  a  well  conducted  system  of  branches 
insures  to  each  locality  the  largest  facilities  for  whatever  expansion  of  the 
circulation  it  shall  require ;  in  other  words,  it  enables  the  notes  of  each  bank  to  be 
put  in  circulation  just  where  they  are  most  needed.  For  example,  if  occasion 
required,  the  local  branch  of  the  Bank  of  Montreal  in  any  one  of  a  dozen  interior 
towns  would  be  capable  of  increasing  its  circulation  to  the  extent  of  several  millions 
of  dollars ;  while  any  such  local  bank  as  the  place  could  support  would  be  able  to 
add  at  the  most  only  a  few  thousands. 
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In  the  facility  which  widely  scattered  branches  offer  a  bank  in  the  way  of 
getting  its  notes  into  circulation  is  found  another  incentive  for  their  establishment. 
For  where,  as  in  Canada,  each  banker  daily  presents  for  redemption  all  other  bank 
notes  which  may  reach  him,  if  the  notes  of  a  bank  are  put  in  circulation  only  at  a 
single  point,  not  only  will  the  average  period  of  circulation  be  brief,  but  the  field 
of  their  employment  must  also  necessarily  be  limited.  But  by  the  establishment 
of  ten,  twenty  or  thirty  branches,  it  becomes  an  easy  matter  for  a  bank,  by 
continually  paying  out  its  own  notes  in  so  many  different  places,  not  only  to 
enlarge  its  field  of  circulation,  but  to  increase  the  average  life  of  the  notes,  thus 
contributing  in  two  directions  to  increased  profits. 

The  Head  Office  keeps  each  branch  constantly  supplied  with  notes  signed  ready 
for  issue,  which,  except  for  the  purpose  of  small  change  or  occasional  matters  of 
accommodation,  answer  all  the  purposes  of  the  teller.  Whenever  payments  are 
made  over  the  counter,  these  notes  are  the  medium.  This  use  of  a  bank's  own 
notes  as  the  ordinary  till  money  throughout  the  whole  system  of  branches  has  the 
very  great  advantage  of  costing  no  interest,  the  only  expense  being  that  of  printing 
and  preparing  the  notes  for  circulation.  When  it  is  noted  that  in  some  of  the 
larger  banks  it  requires  some  $2,000,000  to  keep  the  tills  of  the  Head  Office  and  the 
various  branches  supplied  with  cash  the  importance  of  this  saving  can  easily  be 
appreciated.  The  matter  has  been  so  admirably  summed  up  by  one  of  the  officers 
of  a  prominent  Canadian  bank  that  I  quote  his  statement : 

"  In  the  Uni  ed  States  it  probahly  does  not  occur  to  the  banker  to  make  any  distinction  between  the 
"  money  in  the  teller's  drawers  or  tills  and  the  money  kept  in  reserve  in  the  safe*,  or,  as  we  call  them, 
"  treasuries.  In  this  country  there  is  the  greatest  possible  difference.  All  of  the  cash  us>  d  by  a  bank  in  the 
"  United  States  is  really  money  to  the  bank — that  is,  it  cosis  the  loss  of  interest  to  carry  it  idle.  So  far 
"as  this  idle  cash  is  necessary  as  a  reserve  the  loss  of  interest  should  be  borne,  but  to  the  extent  that  it 
u  is  necessary  only  as  machinery  for  paying  checks  or  other  change  making  purposes  it  is,  in  our  opinion, 
"  a  wasteful  and  unscientific  system.  If  you  look  at  the  figures  of  cash  h--ld  by  the  Canadian  hanks  the 
"  amount  appears  wretchedly  small  in  proportion  to  the  iabilities.  But,  as  a  matter  of  fact,  the  cash  there 
"  shown  is  only  the  gold  and  legal-tender  reserves  in  the  treasuries  and  the  trifling  amount  of  gold  and 
**  legal-tenders  kept  in  the  tills  for  the  conveni  nee  of  customers.  The  main  bu-iness  of  making  payments 
"  in  money  is  done  by  the  note  issues  of  the  bank." 

This  advantage,  however,  is  one  that  arises  not  so  much  from  the  system  of 
branches  as  from  the  fact  that  the  issues  are  secured  by  the  general  assets  of  the 
bank  rather  than  by  deposit  of  bonds  or  other  special  security — an  arrangement 
which  would  require  that  capital  should  first  have  been  invested  in  securities 
sufficient  to  cover  not  only  the  notes  in  actual  circulation,  from  which  a  profit  is 
being  obtained,  but  also  those  in  the  tills  of  the  bank  and  its  branches,  which  are 
earning  nothing. 

Security. 

In  addition  to  the  business  facilities  especially  increased  by  the  system  of 
branch  banking,  as  contrasted  with  our  present  United  States  system  of  independ- 
ent banks,  each  confined  to  a  single  locality,  there  is  involved  anofher  equally 
important  question— that  of  comparative  security. 

On  the  one  hand  it  is  evident  that  the  system  of  branch  banking  involves  an 
extraordinary  amount  of  discretion  and  power  in  the  hands  of  a  single  man — not 
on  account  of  the  enormous  interests  involved — for  these  are  perhaps  not  larger 
than  might  be  centered  in  the  business  of  a  single  locality — but  in  the  extent  to 
which,  as  a  necessity  of  the  system,  the  administrative  head  must  be  left  unguided 
and  untrammeled  by  directorates  or  committees  of  stockholders.  So  long  as 
interests,  however  great,  are  massed  in  a  business  concentrated  at  one  point,  a 
board  of  local  directors  is  more  or  less  familiar  with  the  conditions,  and  can 
properly  undertake  the  responsibility  of  correcting  a  too  venturesome  manage- 
ment. But  when  the  business  of  a  bank  must  be  handled  from  a  single  center 
through  numerous  branches  in  every  part  of  the  country,  it  is  absolutely  imprac- 
ticable either  for  the  central  board  of  directors  to  keep  in  touch  with  the  conditions 
at  each  branch,  or  for  numerous  local  boards  to  be  so  co-ordinated  as  to  be  relied 
upon  to  influence  the  central  management.  As  a  result,  a  great  bank  having 
numerous  branches  must  of  necessity  be  a  great  financial  army,  conducting  its 
campaigns  at  once  in  the  several  quarters  of  the  country,  handled  arbitrarily  and 
summarily  by  a  single  head  whose  responsibility  cannot  be  lightened  or  shared. 

There  results,  therefore,  on  the  one  hand,  an  extraordinary  administrative 
facility  which  may  be  of  the  utmost  advantage  to  the  institution — especially  in 
enabling  it  promptly  to  adapt  itself  to  rapidly  changing  conditions,  whether  general 
or  local.  On  the  other  hand,  the  opportunities  for  malfeasance  or,  more  often 
perhaps,  imaginative  finance,  are  greatly  increased.  It  is  perhaps  hard  to  tell  to 
which  extreme  the  balance  would  tend — whether  toward  the  advantage  of  giving 
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the  greatest  scope  possible  to  the  comparatively  few  born  financiers  that  are  ever 
available  in  any  country,  or  in  giving  greater  opportunity  for  evil  to  the  "Napo- 
leons of  finance  "  with  which  any  country  is  likely  to  be  cursed. 

In  another  direction,  however — that  of  increased  mutual  support  and  insurance 
— the  argument  seems  all  on  one  side  and  highly  favorable  to  the  branch  banking 
system.  Under  our  United  States  system,  which  leaves  each  bank  so  largely 
dependent  upon  the  fortunes  of  its  locality,  and  the  business  of  each  locality  so 
entirely  dependent  upon  its  local  banks,  nothing  is  more  common  than  to  see 
mutual  ruin  of  banks  and  business  in  numerous  widely  scattered  localities,  while 
the  business  of  the  country  has  been  as  a  whole  sound.  Such  results  are  incon- 
ceivable in  Canada.  The  widely  extended  system  of  each  of  the  great  banks,  with 
its  branches  in  every  part  of  the  country,  constitutes  a  practical  financial  Lloyd's 
insurance,  by  which  each  helps  to  guarantee  the  soundness  of  all ;  while  the 
congeries  of  the  several  systems  interlocking  at  every  town  in  the  Dominion  leave 
it  simply  impossible  that  any  local  point  of  the  least  importance  should  for  a 
moment  be  lacking  in  the  most  complete  discount,  currency,  and  other  banking 
facilities,  so  long  as  the  whole  business  of  the  Dominion  is  not  involved  in 
common  ruin. 


ELASTICITY. 

The  great  importance  of  elasticity  in  any  currency  system  needs  no  emphasis 
here;  its  special  significance  in  relation  to  the  business  requirements  of  a  country 
largely  devoted  to  agricultural  pursuits  is  admirably  expressed  by  Secretary 
of  the  Treasury  Windom,  in  his  report  for  1890,  who  says : 

"  In  my  judgment  the  gravest  defect  in  our  present  financial  system  is  its  lack  of  elasticity.  *  *  * 
The  demand  for  money  in  this  country  is  so  irregular,  that  an  amount,  of  circulation  which  will  be  ample 
during  ten  months  of  the  year,  w  ill  frequently  prove  so  deficient  during  the  other  two  months  as  to  cause 
stringency  and  commercial  disaster.  The  crops  of  the  country  have  reached  proportions  so  immense  that 
their  movement  to  market,  in  August  and  September,  annually  causes  a  dangerous  absorption  of  money. 
The  lack  of  a  sufficient  supply  to  meet  ihe  increased  demands  during  those  months  may  entail  heavy  losses 
upon  the  agricultural  as  well  as  upon  other  business  interests.1' 

It  is  especially  in  this  connection  that  the  experience  of  Canada  is  likely  to 
prove  most  interesting  to  our  own  financiers. 

The  table  which  follows  shows  the  extent  of  the  regularly  recurring  expansion 
and  contraction  of  the  Canadian  bank  currency  in  recent  years  : 

EXPANSION  AND  CONTRACTION  IN  BANK  CIRCULATION. 
[000  omitted.] 


Year. 

Lowest   Point. 

Highest  Point. 

Expansion 

during 

year. 

Contraction 

from  highest 

to  lowest 

Month. 

Amount. 

Month. 

Amount. 

point  next 
summer. 

1882 

Aug. 
May 
July 
Apr. 
July 
May 

« 

Apr. 
July 
May 

$31,458  - 
31,301 
28,063 
28,492 
28,883 
80,086 
29,278 
30,012 
30,672 
30,580 
31.383 
31,927 
28,467 

Oct. 

Nov. 
Oct. 

H 

$37,940 
35,563 
33,998 
34,576 
35,322 
37,012 
36,244 
35,233 
36,480 
37,431 
38,688 
36,906 
34,516 

$6,482 
4,262 
5.935 
6,084 
6,439 
6,926 
6,966 
5,221 
5,808 
6,851 
7,305 
4,979 
6,049 

1883 

$6,639 
7,500 
5  506 
5,693 
5,236 
7,734 
6,232 
4,561 
5,900 
6,048 

1884 

1885 

1886 

1887 

1888 

1889 

1890 

1891 

1192 

1893 

1894 

6,761 
8,439 

The  following  table  gives,  in  column  I,  the  aggregate  circulation  of  all  the  banks 
of  Canada  at  the  end  of  each  month,  from  January,  1891,  to  the  present  time  ;  in 
column  II,  for  the  purpose  of  comparison,  the  corresponding  data  as  to  the 
National  Banks  of  the  United  States  are  given ;  while  the  accompanying  chart 
presents  the  details  of  the  past  four  years'  experience  in  graphic  form,  the  scale 
being  such  that  the  relative  proportions  are  maintained  : 
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I. 

II. 

CIRCULATION  OF  CANADIAN 

OUTSTANDING  CIRCULATION  OF 

BANKS. 

U.  S.  NATIONAL  BANKS. 

1891 

1892 

1893 

1894 

1891 

1892 

1893 

1894 

January.... 

$31,662,099 

$32,705,400 

$32,831,747 

$30,571,375 

$175,721,739 

$173,205,496 

$174,391,253 

$207,862,107 

February. . . 

31,925,749 

32,711,015 

32,978,840 

30,603,267 

173,663,374 

172,621,875 

17^,422,388 

207,479,520 

March 

33,020,661 

32,483,965 

33,430,883 

30,702,607 

171,805,064 

172,529,451 

176,094,544 

207.875,695 

April 

30,904,096 

31,496,369 

32,633,073 

29,996,472 

170,419,376 

172,476,575 

176,865,614 

207.833,032 

May 

30,917,215 

31,383,218 

31,927,342 

28.467,718 

169,237,459 

172,499,349 

177,164,255 

207,245,019 

June 

31,379,968 

32,614.699 

33,483,414 

30,254,159 

167,927,574 

172,683,850 

178.713,692 

207,353,244 

July 

30,579,968 

32,488,718 

33,573,468 

29,801,772 

168,543  059 

172,527,713 

183,755,148 

207,539,066 

August 

32,012,196 

32,646,187 

33,308,967 

30,270,366 

171,334,339 

172,656,429 

198,980,368 

207,592,215 

September.. 

34,083,051 

34,927,615 

35,128,926 

33,355,156 

171,935,706 

172,786,760 

208,690,580 

207,564,458 

October.   .. 

37,182,768 

38,688.429 

36,906,941 

34,516,651 

172,184,558 

172,432,146 

209,311,993 

207,565,090 

November. . 

37,430,690 

37,124,505 

35,120,561 

33,076,868 

172,993,607 

173,614,871 

208,948,105 

206,686,337 

December.. 

35,634,129 

36,191,023 

34,418,936 

32,375,620 

173,078,585 

174,404,424 

208,538,844 

206,605,710 

[Millions 

of  Dollars.] 

Canadian 

Bank 

ClKC. 


Diagram  C. 

A  COMPARISON  OF  THE  CIRCULATION  OF  THE 

CANADIAN  BANKS  WITH  THAT  OF  THE 

NATIONAL  BANKING  SYSTEM. 
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A  comparison  of  the  courses  of  the  lines  representing  on  the  diagram  the 
elasticity  of  the  Canadian  and  United  States  National  bank  currency  for  the 
years  1891  to  1894,  inclusive,  is  really  a  condensed  historic  statement,  of  which  the 
story  of  delicate  and  constant  adjustment  of  Canadian  currency  to  Canadian  wants 
is  the  most  commonplace  chapter.  The  record  of  real  interest  to  us,  that  we  read 
on  the  same  page,  is  the  story  of  speculative  periods  in  the  United  States  arising 
from  superabundance  of  currency  at  low  rates  of  interest  which  so  accurately  co- 
incide with  the  periods  during  which,  as  noted  on  the  diagram,  the  line  indicating 
the  sensitive  course  of  Canadian  currency  falls  below  that  representing  the  stolid 
persistence  of  nearly  uniform  volume  with  us;  while  our  annual  period  of  late  sum- 
mer and  early  autumn  stringency,  toward  which  every  merchant  and  banker  looks 
with  concern,  and  which  we  have  so  long  learned  to  describe  as  the  time  when  so 
much  currency  is  needed  to  "  move  the  crops  " — as  though  the  Providence  that  gives 
us  harvests  was  responsible  for  it,  coincides  in  its  turn  with  the  period  during  which 
in  each  year  the  line  representing  the  promptly  responsive  currency  of  Canada 
rises  above  the  dead  level  which  our  own  currency  maintains.  Looking  back  over  the 
panic  year,  the  current  chapter  adds  a  climax  to  the  comparison.  In  both  countries 
business  has  of  late  been  depressed,  though  subject  to  the  normal  tendencies  to 
increase  or  decrease  with  the  seasons.  In  Canada  the  result  has  been,  as  is  seen 
from  the  diagram,  a  practical  repetition  of  the  contraction  and  expansion  of  former 
years,  except  that  the  lines  which  indicate  contraction  have  grown  longer  in  pro- 
portion to  those  which  indicate  expansion,  as  the  currency  system  of  Canada  has 
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adjusted  itself  to  the  lessened  requirements  ;  while  in  the  United  States  the  extra- 
ordinary increase  of  our  circulating  medium  conjured  up  by  the  stringency  of  1893, 
but  coming  too  late  to  avoid  its  worst  consequences,  has  continued  to  the  present 
■date,  giving  the  country,  just  at  the  time  when  it  needed  least  currency,  by  far  the 
largest  supply  it  has  ever  had,  and  leaving  the  banks,  in  default  of  even  ordinary 
business  demands,  to  become  gorged  with  such  an  unheard  of  surplus  of  currency 
as  has  never  before  taxed  the  wits  of  financiers  or  disgraced  the  currency  system 
of  a  civilized  country. 

Whatever  else  it  may  or  may  not  be,  the  Canadian  system  certainly  is 
elastic.  As  surely  and  as  regularly  as  the  autumn  months  come  around  and  the 
inevitable  accompanying  demand  for  additional  currency  begins  to  manifest  itself, 
does  the  circulation  of  the  banks  automatically  respond  ;  the  expansion  ordinarily 
continues  until  about  November,  when  a  maximum,  some  twenty  per  cent,  in  excess 
of  the  normal  circulation  during  the  summer  months  is  reached.  Inconsequence 
of  this  prompt  and  adequate  response  to  every  legitimate  demand  of  commerce  for 
more  of  the  media  of  exchange  the  conditions  in  Canada  are  quite  different  from 
those  to  which  we,  in  this  country,  are  accustomed.  As  a  prominent  banker  has 
recently  stated  it,  "  Panics  for  fear  of  stringency  are  thus  unknown.  The  Cana- 
dians never  know  what  it  is  to  go  through  an  American  money  squeeze  in  the 
autumn." 


REDEMPTION  FACILITIES. 

"But  to  secure  real  elasticity,  it  is  not  enough  that  the  circulation  should 
promptly  expand  when  the  necessities  of  commerce  require  more  currency.  It  is 
just  as  essential  that  the  circulation  should  automatically  contract  as  soon  as  the 
necessity  for  its  existence  shall  cease.  Here,  again,  the  experience  of  the  Canadian 
banks  seems  all  that  could  be  desired.  Beginning  with  November  each  year,  the 
circulation  is  steadily  withdrawn  with  no  more  of  apparent  effort  or  concern  on  the 
part  of  the  bankers  or  financiers  than  attended  its  issue,  and  by  the  first  of  Febru- 
ary the  normal  volume  has  been  once  more  restored. 

The  business  depression  through  which  both  Canada  and  the  United  States 
have  continued  to  struggle  through  the  present  year  has  naturally  been  attended 
by  a  lessened  demand  for  money.  The  circulation  of  our  National  banks  shows  no 
evidence  of,  or  sympathetic  connection  with,  the  change  that  has  thus  taken  place 
in  the  requirements  of  trade.  On  the  contrary,  though  the  recent  unprecedented 
surplus  reserves  of  the  New  York  City  banks  most  strongly  attest  the  facts,  the 
National  bank  circulation  has  remained  practically  stationary  for  more  than  a 
year.  In  Canada,  however,  the  decreased  demand  for  money'  was  met  by  such  a 
reduction  of  the  outstanding  circulation  of  the  banks  that  on  May  31st  last  their 
aggregate  circulation  was  the  least  reported  in  ten  years. 

The  questions  that  most  naturally  arise  on  noting  the  prompt  and  automatic 
withdrawal  of  notes  from  circulation  the  moment  they  become  redundant,  are  as 
to  the  methods  of  redemption  through  which  that  result  is  brought  about. 

In  enumerating  the  provisions  of  the  present  Act,  attention  has  already  been 
called  to  the  fact  that  each  bank  is  not  only  obliged  to  redeem  its  notes  in  coin  or 
Dominion  notes,  when  presented  at  its  principal  office  or  at  any  other  places  at  which 
they  may  be  specially  designated  as  payable,  but  is  compelled  to  receive  them  at 
par  in  payments  to  any  of  its  branches,  and  in  addition  to  maintain  at  least  one 
agency  for  their  redemption  and  payment  in  each  of  the  cities  of  Halifax,  St.  John, 
Charlottetown,  Montreal,  Toronto,  Winnipeg  and  Victoria  : — i.  e.,  in  the  principal 
city  of  each  Province. 

These  provisions  are  sufficient  to  insure  a  banker  in  any  part  of  Canada — with- 
out going  to  unusual  trouble,  and  in  general  without  being  obliged  to  venture  be- 
yond the  limits  of  his  normal  business  methods  or  operations — to  present  for  re- 
demption the  notes  of  such  other  banks  as  may  come  into  his  possession.  It  only 
remains  to  note  that,  as  the  only  means  by  which  the  field  can  be  kept  clear  for  his 
own  circulation,  each  banker  follows  just  that  course,  and  day  by  day  sends  in  for  set- 
tlement the  notes  of  his  neighbors,  precisely  as  he  does  their  checks.  For,  except 
in  those  rare  cases  where  the  legal  limit  of  circulation  has  been  reached,  the  paying 
out  by  a  banker  of  the  note  of  another  bank  where  a  note  of  his  own  might  have 
been  used  would  be  the  grossest  disregard  for  business  principles.  The  result  of  this 
universal  attitude  of  the  banks  in  seeking  constant  daily  redemption  of  notes  is  that 
any  issue  beyond  the  current  needs  of  commerce  soon  reaches  the  tills  of  a  bank  or 
one  of  its  many  branches,  from  which  it  is  promptly  presented  ior  reaempuoii  s,«x» 
retired. 

The  object  sought  in  the  establishment  of  the  redemption  agencies  ui  each  of 
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the  principal  cities  of  the  Dominion  was,  not  more  elasticity,  but  a  more  National  cur- 
rency, —one  that  would  circulate  at  par  in  every  part  of  the  country,  yet  be  equally 
■responsive  to  the  requirements  of  commerce.  Theretofore  the  notes  of  each  bank 
had  been  accepted  without  hesitation  by  all  other  banks,  but  the  universal  laws  of 
exchange  prescribed  that  in  certain  cases  such  notes  should  be  only  accepted  at  a  dis- 
count. For  example,  the  movement  of  funds  being  in  general  from  the  Maritime  Pro- 
vinces toward  Ontario  and  Quebec,  the  notes  of  the  Nova  Scotia  and  New  Brunswick 
banks  generally  were  at  a  slight  discount  in  Toronto  and  Montreal,  as  drafts  upon 
those  banks  would  naturally  be.  Likewise,  the  notes  of  Toronto  and  Montreal  banks 
were  usually  subject  to  some  discount  in  the  Northwest  Provinces.  But  by  the  es- 
tablishment of  the  redemption  agencies  provided  for  by  the  Act  of  1890  a  distinctly 
national  character  has  been  imparted  to  the  notes  of  all  banks,  and  discount,  for 
.geographical  reasons,  has  been  done  away  with. 

That  the  prompt  and  automatic  redemption  which  is  the  basis  of  the  elasti- 
city of  the  Canadian  bank  circulation  is  not  due  in  any  degree  to  the  "  redemption 
agencies"  thus  established,  is  shown  by  a  glance  at  the  table  on  page  12,  from 
which  it  appears  that,  prior  to  the  legislation  of  1890,  the  adjustment  of  the  supply 
of  currency  to  the  needs  of  commerce,  through  successive  expansions  and  con- 
tractions, was  no  less  perfect  than  it  has  since  been. 

This  fact  is  significant  in  view  of  the  tendency  of  United  States  financiers 
and  statesmen  to  place  extraordinary  stress  upon  providing  by  legislation  for 
•elaborate  redemption  facilities.  The  experience  of  Canada  has  shown  that  legisla- 
tion in  this  regard  was  delightfully  immaterial — it  having  been  as  perfectly 
ineffective  to  secure  special  elasticity  and  prompt  redemption  as  it  was  perfectly 
uncalled  for  on  behalf  of  either,  both  of  these  aims  having  been  perfectly  subserved 
by  the  natural  course  of  business  before  the  law  was  passed. 

Instructive,  however,  as  is  Canada's  experience  in  this  regard,  our  own  is 
still  more  striking  and  valuable  when  we  once  catch  a  glimpse  through  the  fog 
that  thirty  years'  experience  with  the  artificial  redemption  provided  by  our  National 
Banking  Act  has  spread  about  us.  During  the  fiscal  year  ending  June  30,  1894,  on 
the  basis  of  above  $200,000,000  average  circulation  of  National  bank  notes,  some 
$100,000,000  in  all  passed  through  the  elaborate  redemption  bureau  so  carefully  pro- 
vided by  law.  Of  these  $50,900,000  were  cases  of  exchange  of  old  or  mutilated  for 
new  currency;  $10,900,000  the  final  redemption  of  banks  which  had  ceased  to  issue 
circulating  notes  ;  and  only  $39,900,000,  or  less  than  two-fifths,  was  normal  current 
redemption  through  which  alone  elasticity  could  be  assisted.  Before  the  war,  how- 
ever, when  commercial  expedients  were  much  less  effective  than  now,  upon  a  basis 
of  less  than  $50,000,000  average  circulation  of  the  New  England  banks  for  which  it 
acted,  the  redemptions  of  the  Suffolk  Bank  during  its  later  years  amounted  to 
$400,000,000  annually — of  which  but  an  insignificant  fraction  were  the  mutilated 
and  dead  currency  redemptions  which,  the  mere  incidentals  of  an  effective  system^ 
are  about  the  only  uses  our  Federal  system  subserves. 

The  experience  of  Canada  has  shown  that  no  elaboration  of  legal  require 
ments  adds  to  the  efficiency  with  which  if  commerce  is  let  alone  it  can  and  will 
attend  to  current  redemption.  In  this  regard  clearing  houses  are  as  omnipotent  at 
Governmnt  seems  to  be  powerless.  Our  own  experience  has  demonstrated  how 
completely  a  thoroughly  good  system  which  had  developed  without  the  aid  of  law 
has  been  petrified  by  attempting  to  assist  it. 

GENERAL  REVIEW  OF  CANADIAN  CURRENCY. 

The  remaining  elements  in  the  general  currency  system  of  Canada,  in  addi- 
tion to  the  notes  of  the  chartered  banks,  already  described  at  length,  are  but  three: 
viz.,  gold  coin,  subsidiary  silver  and  Dominion  notes. 

Canada  has  no  gold  coinage  of  her  own ;  but  the  gold  coins  of  the  United 
States  and  the  United  Kingdom  pass  current  and  are  legal  tender.  There  is  very 
little  gold  in  actual  circulation.  The  Dominion  Government  holds  at  present,  as  a 
reserve  against  the  outstanding  Dominion  notes,  some  $10,000,000;  the  chartered 
banks  hold  perhaps  $6,500,000  or  $7,000,000  additional ;  while  the  remainder  of  the 
gold  in  Canada,  including  that  held  by  private  bankers  and  savings  banks,  may  be 
sufficient  to  bring  the  total  up  to  $20,000,000,  in  round  numbers. 

The  silver  coinage  dates  from  1870.  It  consists  solely  of  subsidiary  coins,  which 
are  legal  tender  to  the  extent  of  ten  dollars.  The  total  issue  from  1870  to  the 
close  of  the  fiscal  year  1893,  was  $6,339,585. 

The  Dominion  note  issues  are  the  direct  outgrowth  of  the  Provincial  notes 
authorized  in  the  Province  of  Canada  in  1866.  The  limit  of  the  issue,  fixed  in  1868  at 
18,000,000,  was  successfully  increased  to  nine,  twelve,  twenty,  and  finally— by  an  act 
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approved  July  23, 1894 — has  been  fixed  at  $25,000,000.  As  security  for  their  redemp- 
tion, the  Minister  of  Finance  is  required  to  hold  in  gold  and  Dominion  securities, 
guaranteed  by  the  Imperial  Government,  twenty-five  per  <;ent.  of  the  amount 
issued,  at  least  three-fifths  of  which  shall  he  in  gold ;  the  remaining  seventh-five 
per  cent,  of  the  issue  shall  be  covered  by  u-rdinary  Dominion  securities.  The  issue 
may  also  be  increased  above  the  limit  specified  if  the  Minister  of  Finance  holds  gold 
to  the  full  amount  of  such  excess,  in  addition  to  the  reserve  otherwise  required. 

The  aggregate  issue  on  October  31,  1894,  was  $22,212,884,  of  which  more  than 
$14,000,000  was  in  denominations  of  $500  and  $1,000,  mainly  held  by  the  banks  and 
used  in  their  settlements  with  each  other.  Of  the  remainder,  $7,048,953  was  in 
bills  for  $1  and  $2,  and  $212,152  in  fractional  currency. 

The  note  circulation  of  the  Canadian  banks,  therefore,  makes  up  over  forty-five 
per  cent,  of  the  entire  currency  of  Canada. 

PRESENT  CONDITION  OF  CANADIAN  BANKS. 

The  condition  of  the  Canadian  banks  at  the  present  time  is  set  forth  in  th«>. 
following  summary  of  the  monthly  returns  of  the  several  banks  for  September, 
1894. 

STATEMENT  OF  THE  39  CHARTERED  BANKS  OP  THE  DOMINION  OF  CANADA, 
For  the  month  ending  September  30, 1894. 


LIABILITIES. 

Capital  authorized $75,458,685 

Capital  paid  up 62,198,670 

Surplus  or  reserve  fund 27,260,835 

Notes  in  circulation $33,355,156 

Dominion  and   Provincial  Government 

deposits 5,615,836 

Public  deposits,  payable  on  demand 66,584,661 

Public  deposits,  payable  after  i  otice.. ..  111,084,063 
Bank  loans  or  deposits  from  other  banks, 

secured 69,603 

Bank  loans  or  deposits  from  other  banks, 

unsecured 2,654,975 

Due  other  banks  in  Canada  in  daily  ex- 
changes    136,400 

Due  other  banks  in  foreign  countries 1 16,267 

Due  other  banks  in  Great  Britain 4,268,502 

Other  liabilities 176,700 

Total  liabilities $224,062,249 


ASSETS. 

Specie $7,884,650 

Dominion  notes 15,682,340 

Deposits  to  secure  note  circulation 1,823,151 

Notes  and  checks  of  other  banks 6,469.658 

Loans  to  other  banks,  secured 215,072 

Deposits  made  with  other  banks 3,807,355 

Due   from     other    banks     in    foreign 

countries 21,440,033 

Due  fcom  other  banks  in  Great  Britain..  3,909,120 
Dominion    Government   debentures   or 

stock 3,110,349 

Public,  municipal  and  railway   securi- 
ties    18,794,991 

Call  loans  on  bonds  or  stocks 16,207,333 

Loans  to  Provincial  Governments 439,357 

Current  loans  and  discounts 199,773,925 

Due  from  other   banks   in   Canada  in 

daily  exchanges 139,416 

Overdue  debts 3,325,559 

Real  estate  944,935 

Mortgages  on  real  estate  sold 615,258 

Bf.nk  premises. 5,471,667 

Other  assets 1,636,627 

Total  assets $311,691,003 

Average  amount  of  specie  held  during 

the  month $7,878,818 

Average  Dominion  notes   held   during 

the  month 15,648,386 

Loans  to  directors  or  their  firms 8,065,753 

Greatest  amount  of  notes  in  circulation 

during  the  month 33,788,3TB 
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Each  number  contains  a  special  discussion  of  some  Sound  Currency  question. 


What  a  bank  can  with  propriety  advance  to  a  merchant  or  undertaker  of  any  kind,  is 
not  either  the  whole  capital  with  which  he  trades,  or  even  any  considerable  part  of  that  capi- 
tal ;  but  that  part  of  it  only  which  he  icould  otherwise  be  obliged  to  keep  by  him  unemployed, 
and  in  ready  money,  for  answering  occasional  demands.  If  the  paper  money  which  the 
bank  advances  never  exceeds  this  value,  it  can  never  exceed  the  value  of  tlie  gold  and  silver 
which  would  necessarily  circulate  in  the  country  if  there  was  no  paper  money  ;  it  can  never 
exceed  the  quantity  which  the  circulation  of  the  country  can  absorb  and  employ. 

When  a  bank  discounts  to  a  merchant  a  real  bill  of  exchange  drawn  by  a  real  creditor 
upon  a  real  debtor,  and  which,  as  soon  as  it  becomes  due,  is  really  paid  by  that  debtor,  it  only 
advances  to  him  a  part  of  the  value  which  he  would  otherwise  be  obliged  to  keep  by  him  unem- 
ployed and  in  ready  money  for  answering  occasional  demands.  The  payment  of  the  bill, 
when  it  becomes  due,  replaces  to  the  bank  the  value  of  what  it  had  advanced,  together  with  the 
interest.  The  coffers  of  the  bank,  so  far  as  its  dealings  are  confined  to  such  customers,  re- 
semble a  water-pond,  from  which,  though  a  stream  is  continually  running  out,  yet  another  is 
continually  running  in,  fully  equal  to  that  which  runs  out ;  so  that,  without  any  further 
care  or  attention,  the  pond  keeps  always  equally,  or  very  nearly  equally,  full.  Little  or  no 
expense  can  ever  be  necessary  for  replenishing  the  coffers  of  such  a  bank. 
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THE  ECONOMY  OF  BANK-NOTE  CURRENCY. 

What  is  the  proportion  which  the  circulating-  money  of  any  country  bears  to 
the  whole  value  of  the  annual  produce  circulated  by  means  of  it,  it  is,  perhaps, 
impossible  to  determine.  It  has  been  computed  by  different  authors  at  a  fifth,  at  a 
tenth,  at  a  twentieth,  and  at  a  thirtieth  part  of  that  value.  But  how  small  soever 
the  proportion  which  the  circulating-  money  may  bear  to  the  whole  value  of  the 
annual  produce,  as  but  a  part,  and  frequently  but  a  small  part,  of  that  product,  is 
ever  destined  for  the  maintenance  of  industry,  it  must  always  bear  a  very  consider- 
able proportion  to  that  part.  When,  therefore,  by  the  substitution  of  paper,  the 
gold  and  silver  necessary  for  circulation  is  reduced  to,  perhaps,  a  fifth  part  of  the 
former  quantity,  if  the  value  of  only  the  greater  part  of  the  other  four-fifths  be 
added  to  the  funds  which  are  destined  for  the  maintenance  of  industry,  it  must 
make  a  very  considerable  addition  to  the  quantity  of  that  industry,  and,  conse- 
quently, to  the  value  of  the  annual  produce  of  land  and  labor. 

'  An  operation  of  this  kind  has,  within  these  five-and-twenty  or  thirty  years,  been 
performed  in  Scotland,  by  the  erection  of  new  banking  companies  in  almost  every 
considerable  town,  and  even  in  some  country  villages.  The  effects  of  it  have  been 
precisely  those  above  described.  The  business  of  the  country  is  almost  entirely  car- 
ried on  by  means  of  the  paper  of  those  different  banking  companies,  with  which 
purchases  and  payments  of  all  kinds  are  commonly  made.  Silver  very  seldom 
appears,  except  in  the  change  of  a  twenty-shillings  bank-note,  and  gold  still 
seldomer.  But  though  the  conduct  of  all  those  different  companies  has  not  been 
exceptionable,  and  has  accordingly  required  an  act  of  parliament  to  regulate  it,  the 
country,  notwithstanding,  has  evidently  derived  great  benefit  from  their  trade.  I 
have  heard  it  asserted,  that  the  trade  of  the  city  of  Glasgow  doubled  in  about  fifteen 
years,  after  the  first  erection  of  the  banks  there ;  and  that  the  trade  of  Scotland 
has  more  than  quadrupled  since  the  first  erection  of  the  two  public  banks  at  Edin- 
burgh, of  which  the  one,  called  the  Bank  of  Scotland,  was  established  by  Act  of 
Parliament  in  1693 ;  the  other,  called  the  Royal  Bank,  by  Royal  Charter  in  1727. 
Whether  the  trade,  either  of  Scotland  in  general,  or  of  the  city  of  Glasgow  in  par- 
ticular, has  really  increased  in  so  great  a  proportion,  during  so  short  a  period,  I  do 
not  pretend  to  know.  If  either  of  them  has  increased  in  this  proportion,  it  seems 
to  be  an  effect  too  great  to  be  accounted  for  by  the  sole  operation  of  this  cause. 
That  the  trade  and  industry  of  Scotland,  however,  have  increased  very  considerably 
during  this  period,  and  that  the  banks  of  issue  have  contributed  a  good  deal  to  this 
increase,  cannot  be  doubted. 

The  value  of  the  silver  money  which  circulated  in  Scotland  before  the  Union, 
in  1707,  and  which,  immediately  after  it,  was  brought  into  the  Bank  of  Scotland  in 
order  to  be  re-coined,  amounted  to  £411,117  10s.  9d.  sterling.  No  account  has  been 
got  of  the  gold  coin ;  but  it  appears  from  the  ancient  accounts  of  the  mint  of  Scot- 
land, that  the  value  of  the  gold  annually  coined,  somewhat  exceeded  that  of  the 
silver.*  There  were  a  good  many  people  too  upon  this  occasion,  who,  from  a  diffi- 
dence of  repayment,  did  not  bring  their  silver  into  the  Bank  of  Scotland  ;  and  there 
was,  besides,  some  English  coin,  which  was  not  called  in.  The  whole  value  of  the 
gold  and  silver,  therefore,  which  circulated  in  Scotland  before  the  Union,  cannot  be 
estimated  at  less  than  a  million  sterling.  It  seems  to  have  constituted  almost  the 
whole  circulation  of  that  country  ;  for  though  the  circulation  of  the  Bank  of  Scot- 
land, which  had  then  no  rival,  was  considerable,  it  seems  to  have  made  but  a  very 
small  part  of  the  whole.  In  the  present  times  the  whole  circulation  of  Scotland 
cannot  be  estimated  at  less  than  two  millions,  of  which  that  part  which  consists  in 
gold  and  silver,  most  probably,  does  not  amount  to  half  a  million.  But  though  the 
circulating  gold  and  silver  of  Scotland  have  suffered  so  great  a  diminution  during 
this  period,  its  real  riches  and  prosperity  do  not  appear  to  have  suffered  any.  Its 
agriculture,  manufactures,  and  trade,  on  the  contrary,  the  annual  produce  of  if* 
land  and  labor,  have  evidently  been  augmented. 

It  is  chiefly  by  discounting  bills  of  exchange,  that  is,  by  advancing  money  upon 
them  before  they  are  due,  that  the  greater  part  of  banks  and  bankers  issue  their 

f)romissory  notes.  They  deduct  always,  upon  whatever  sum  they  advance,  the 
egal  interest  till  the  bill  shall  become  due.  The  payment  of  the  bill  wheji  it  be- 
comes due,  replaces  to  the  bank  the  value  of  what  had  been  advanced,  together 
with  a  clear  profit  of  the  interest.  The  banker,  who  advances  to  the  merchant 
whose  bill  he  discounts,  not  gold  and  silver,  but  his  own  promissory  notes,  has  the 
advantage  of  being  able  to  discount  to  a  greater  amount  by  the  whole  value  of  his 

*  Ruddiman's  Preface  to  Anderson's  Diplomata,  etc.,  Scotiae. 
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promissory  notes,  which  he  finds  hy  experience  are  commonly  in  circulation.     He 
is  thereby  enabled  to  make  his  clear  gain  of  interest  on  so  much  a  larger  sum. 

SPECIAL  FEATURES  OF  SCOTCH  BANKING. 

The  commerce  of  Scotland,  which  at  present  is  not  very  great,  was  still  mot 
inconsiderable  when  the  two  first  banking  companies  were  established  ;  and  thosfc 
companies  would  have  had  but  little  trade,  had  they  confined  their  business  to  the 
discounting  bills  of  exchange.  They  invented,  therefore,  another  method  of  issu- 
ing their  promissory  notes  ;  by  granting,  what  the}'  called,  cash  accounts,  that  is, 
by  giving  credit  to  the  extent  of  a  certain  sum  (two  or  three  thousand  pounds,  for 
•example)  to  any  individual  who  could  procure  two  persons  of  undoubted  credit  and 
good  landed  estate  to  become  surety  for  him,  that  whatever  money  should  be 
advanced  to  him,  within  the  sum  for  which  the  credit  had  been  given,  should  be 
repaid  upon  demand,  together  with  the  legal  interest.  Credits  of  this  kind  are,  I 
believe,  commonly  granted  by  banks  and  bankers  in  all  different  parts  of  the  world. 
But  the  easy  terms  upon  which  the  Scotch  banking  companies  accept  of  repayment 
are,  so  far  as  I  know,  peculiar  to  them,  and  have,  perhaps,  been  the  principal  cause, 
both  of  the  great  trade  of  those  companies,  and  of  the  benefit  which  the  country- 
's received  from  it. 

Acceptance  of  Piecemeal  Repayment  of  Loans. 
Whoever  has  a  credit  of  this  kind  with  one  of  those  companies,  and  borrows  a 
thousand  pounds  upon  it,  for  example,  may  repay  this  sum  piecemeal,  by  twenty 
and  thirty  pounds  at  a  time,  the  company  discounting  a  proportionable  part  of  the 
interest  of  the  great  sum  from  the  day  on  which  each  of  those  small  sums  is  paid 
in,  till  the  whole  be  in  this  manner  repaid.  All  merchants,  therefore,  and  almost 
all  men  of  business,  find  it  convenient  to  keep  such  cash  accounts  with  them,  and 
are  thereby  interested  to  promote  the  trade  of  those  companies,  by  readily  receiv- 
ing their  notes  in  all  payments,  and  by  encouraging  all  those 'with  whom  they  have 
any  influence  to  do  the  same.  The  banks,  when  their  custon  .ers  apply  to  them  for 
money,  generally  advance  it  to  them  in  their  own  promise  oiy  notes.  These  the 
merchants  pay  away  to  the  manufacturers  for  goods,  the  manufacturers  to  the 
farmers  for  materials  and  provisions,  the  farmers  to  their  landlords  for  rent,  the 
landlords  repay  them  to  the  merchants  for  the  conveniencies  and  luxuries  with 
which  they  supply  them,  and  the  merchants  again  return  them  to  the  banks  in 
order  to  balance  their  cash  accounts,  or  to  replace  what  they  may  have  borrowed  of 
them ;  and  thus  almost  the  whole  money  business  of  the  country  is  transacted  by 
means  of  them.     Hence  the  great  trade  of  those  companies. 

Saving  of  Capital  Thus  Effected. 
By  means  of  those  cash  accounts  every  merchant  can,  without  imprudence,  carry 
on  a  greater  trade  than  he  otherwise  could  do.  If  there  are  two  merchants,  one  in 
London,  and  the  other  in  Edinburgh,  who  employ  equal  stocks  in  the  same  branch 
of  trade,  the  Edinburgh  merchant  can,  without  imprudence,  carry  on  a  greater  trade, 
and  give  employment  to  a  greater  number  of  people  than  the  London  merchant.  The 
London  merchant  must  always  keep  by  him  a  considerable  sum  of  money,  either  in 
his  own  coffers,  or  in  those  of  his  banker,  who  gives  him  no  interest  for  it,  in  order  to 
a,nswer  the  demands  continually  coming  upon  him  for  payment  of  the  goods  which 
he  purchases  upon  credit.  Let  the  ordinary  amount  of  this  sum  be  supposed  five 
hundred  pounds.  The  value  of  the  goods  in  his  warehouse  must  always  be  less  by 
five  hundred  pounds  than  it  would  have  been  had  he  not  been  obliged  to  keep  such 
a,  sum  unemployed.  Let  us  suppose  that  he  generally  disposes  of  his  whole  stock 
upon  hand,  or  of  goods  to  the  value  of  his  whole  stock  upon  hand,  once  in  the  year. 
By  being  obliged  to  keep  so  great  a  sum  unemployed,  he  must  sell  in  a  year  five 
hundred  pounds  worth  less  goods  than  he  might  otherwise  have  done.  His  annual 
profits  must  be  less  by  all  that  he  could  have  made  by  the  sale  of  five  hundred 
pounds  worth  more  goods  ;  and  the  number  of  people  employed  in  preparing  his 
goods  for  the  market,  must  be  less  by  all  those  that  five  hundred  pounds  more 
stock  could  have  employed.  The  merchant  in  Edinburgh,  on  the  other  hand,  keeps 
»o  money  unemployed  for  answering  such  occasional  demands.  When  they  actually 
come  upon  him,  he  satisfies  them  from  his  cash  account  with  the  bank,  and  grad- 
ually replaces  the  sum  borrowed  with  the  money  or  paper  which  comes  in  from  the 
occasional  sales  of  his  goods.  With  the  same  stock,  therefore,  he  can,  without 
imprudence,  have  at  all  times  in  his  warehouse  a  larger  quantity  of  goods  than  the 
London  merchant ;  and  can  thereby  both  make  a  greater  profit  himself,  and  give 
constant  employment  to  a  greater  number  of  industrious  people  who  prepare  those 
goods  for  the  market.  Hence  the  great  benefit  which  the  country  has  derived  from 
this  trade.     The  facility  of  discounting  bills  of  exchange,  it  may  be  thought  indeed, 


328  SCOTCH  BANK    CURRENCY. 

gives  the  English  merchants  a  conveniency  equivalent  to  the  cash  accounts  of  the 
Scotch  merchants.  But  the  Scotch  merchants,  it  must  be  remembered,  can  dis- 
count their  bills  of  exchange  as  easily  as  the  English  merchants  ;  and  have,  be- 
sides, the  additional  conveniency  of  their  cash  accounts. 

Commercial  Limitations  on  Bank  Paper. 

The  whole  paper  money  of  every  kind  which  can  easily  circulate  in  any  country 
never  can  exceed  the  value  of  the  gold  and  silver  of  which  it  supplies  the  place,  or 
which  (the  commerce  being  supposed  the  same)  would  circulate  there,  if  there  was 
no  paper  money.  If  twenty-shilling  notes,  for  example,  are  the  lowest  paper  money 
current  in  Scotland,  the  whole  of  that  currency  which  can  easily  circulate  there 
cannot  exceed  the  sum  of  gold  and  silver  which  would  be  necessary  for  transacting 
the  annual  exchanges  of  twenty  shillings  value  and  upwards  usually  transacted 
within  that  country.  Should  the  circulating  paper  at  any  time  exceed  that  sum, 
as  the  excess  could  neither  be  sent  abroad  nor  be  employed  in  the  circulation  of  the 
country,  it  must  immediately  return  upon  the  banks  to  be  exchanged  for  gold  and 
silver.  Many  people  would  immediately  perceive  that  they  had  more  of  this  paper 
than  was  necessary  for  transacting  their  business  at  home,  and  as  they  could  not 
send  it  abroad,  they  would  immediately  demand  payment  of  it  from  the  banks. 
When  this  superfluous  paper  was  converted  into  gold  and  silver,  they  could  easily 
find  a  use  for  it  by  sending  it  abroad  ;  but  they  could  find  none  while  it  remained 
in  the  shape  of  paper.  There  would  be  a  run  upon  the  banks  to  the  whole  extent 
of  this  superfluous  paper,  and,  if  they  showed  any  difficulty  or  backwardness  in 
payment,  to  a  much  greater  extent ;  the  alarm,  which  this  would  occasion,  neces^ 
sarily  increasing  the  run  upon  the  banks. 

Over  and  above  the  expenses  which  are  common  to  every  branch  of  trade,  such 
as  the  expense  of  house-rent,  the  wages  of  servants,  clerks,  accountants,  etc.,  the 
expenses  peculiar  to  a  bank  consist  chiefly  in  two  articles  :  first,  in  the  expense  of 
keeping  at  all  times  in  its  coffers,  for  answering  the  occasional  demands  of  the 
holders  of  its  notes,  a  large  sum  of  money,  of  which  it  loses  the  interest ;  and, 
secondly,  in  the  expense  of  replenishing  those  coffers  as  fast  as  they  are  emptied 
by  answering  such  occasional  demands.  A  banking  company  which  issues  more 
paper  than  can  be  employed  in  the  circulation  of  the  country,  and  of  which  the 
excess  is  continually  returning  upon  them  for  payment,  ought  to  increase  the 
quantity  of  gold  and  silver  which  they  keep  at  all  times  in  their  coffers,  not  only  in 
proportion  to  this  excessive  increase  of  their  circulation,  but  in  a  much  greater 
proportion  ;  their  notes  returning  upon  them  much  faster  than  in  proportion  to  the 
excess  of  their  quantity.  Such  a  company,  therefore,  ought  to  increase  the  first 
article  of  their  expense,  not  only  in  proportion  to  this  forced  increase  of  their 
business,  but  in  a  much  greater  proportion. 

The  coffers  of  such  a  company,  too,  though  they  ought  to  be  filled  much  fuller, 
yet  must  empty  themselves  much  faster  than  if  their  business  was  confined  within 
more  reasonable  bounds,  and  must  require,  not  only  a  more  violent,  but  a  more 
constant  and  uninterrupted,  exertion  of  expense  in  order  to  replenish  them.  The 
coin,  too,  which  is  thus  continually  drawn  in  such  large  quantities  from  their 
coffers,  cannot  be  employed  in  the  circulation  of  the  country.  It  comes  in  place  of 
a  paper  which  is  over  and  above  what  can  be  employed  in  that  circulation, 
and  is  therefore  over  and  above  what  can  be  employed  in  it  too.  But  as 
that  coin  will  not  be  allowed  to  lie  idle,  it  must,  in  one  shape  or  another,  be 
sent  abroad,  in  order  to  find  that  profitable  employment  which  it  cannot  find  at 
home ;  and  this  continual  exportation  of  gold  and  silver,  by  enhancing  the  diffi- 
culty, must  necessarily  enhance  still  further  the  expense  of  the  bank,  in  finding 
new  gold  and  silver  in  order  to  replenish  those  coffers,  which  empty  themselves  so- 
very  rapidly.  Such  a  company,  therefore,  must,  in  proportion  to  this  forced  in- 
crease of  their  business,  increase  the  second  article  of  their  expense  still  more 
than  the  first. 

Natural  Consequences  of  Inflation. 

Let  us  suppose  that  all  the  paper  of  a  particular  bank,  which  the  circulation  of 
the  country  can  easily  absorb  and  employ,  amounts  exactly  to  £40,000,  and  that  for 
answering  occasional  demands  this  bank  is  obliged  to  keep  at  all  times  in  its  coffers 
£10,000  in  gold  and  silver.  Should  this  bank  attempt  to  circulate  £44,000,  the 
£4,000  which  are  over  and  above  what  the  circulation  can  easily  absorb  and  employ 
will  return  upon  it  almost  as  fast  as  they  are  issued.  For  answering  occasional  de- 
mands, therefore,  this  bank  ought  to  keep  at  all  times  in  its  coffers,  not  £11,000- 
only,  but  £14,000.  It  will  thus  gain  nothing  by  the  interest  of  the  £4,000  excessive 
circulation  ;  and  it  will  lose  the  whole  expense  of  continually  collecting  £4,000  in 
gold  and  silver,  which  will  be  continually  going  out  of  its  coffers  as  fast  as  they  are 
brought  into  them. 
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Had  every  particular  banking-  company  always  understood  and  attended  to  its 
own  particular  interest,  the  circulation  never  could  have  been  overstocked  with 
paper  money.  But  every  banking-  company  has  not  always  understood  its  own  par- 
ticular interest,  and  the"  circulation  has  frequently  been  overstocked  with  paper 
money. 

By  issuing*  too  great  a  quantity  of  paper,  of  which  the  excess  was  continually 
returning  in  order  to  be  exchanged  for  gold  and  silver,  the  Bank  of  England  was 
for  many  years  together  obliged  to  coin  gold  to  the  extent  of  between  £800, 00C  and 
£1,000,000  a  year;  or,  at  an  average,  about  £850,000.  For  this  great  coinage  the 
bank  (in  consequence  of  the  worn  and  degraded  state  into  which  the  gold  coin  had 
fallen  a  few  years  ago)  was  frequently  obliged  to  purchase  gold  bullion  at  the  High 
price  of  £4  an  ounce,  which  it  soon  after  issued  in  coin  at  £3  17s.  103^d.  an  ounce, 
losing  in  this  manner  between  two  and  a  half  and  three  per  cent,  upon  the  coinage 
of  so  very  large  a  sum.  Though  the  bank  therefore  paid  no  seignorage,  though  the 
government  was  properly  at  the  expense  of  the  coinage,  this  liberality  of  govern- 
ment did  not  prevent  altogether  the  expense  of  the  bank. 

The  Scotch  banks,  in  consequence  of  an  excess  of  the  same  kind,  were  all 
obliged  to  employ  constantly  agents  at  London  to  collect  money  for  them,  at  an  ex- 
pense which  was  seldom  below  one  and  a  half  or  two  per  cent.  This  money  was 
sent  down  by  the  wagon,  and  insured  by  the  carriers  at  an  additional  expense  of 
three-quarters  per  cent.,  or  fifteen  shillings  on  th<*  hundred  pounds.  Those  agents 
were  not  always  able  to  replenish  the  coffers  of  their  employers  so  fast  as  they 
were  emptied.  In  this  case  the  resource  of  the  bank  was  to  draw  upon  their  cor- 
respondents in  London  bills  of  exchange  to  the  extent  of  the  sum  which  they 
wanted.  When  those  correspondenis  afterwards  drew  upon  them  for  the  payment 
of  this  sum,  together  with  the  interest  and  a  commission,  some  of  those  banks, 
from  the  distress  into  which  their  excessive  circulation  had  thrown  them,  had 
sometimes  no  other  means  of  satisfying  this  draught  but  by  drawing  a  second  set  of 
bills  either  upon  the  same,  or  upon  some  other  correspondents  in  London  ;  and  the 
same  sum,  or  rather  bills  for  the  same  sum,  would  in  this  manner  make  sometimes 
more  than  two  or  three  journeys  :  the  debtor  bank  paying  always  the  interest  and 
commission  upon  the  whole  accumulated  sum.  Even  those  Scotch  banks  which 
never  distinguished  themselves  by  their  extreme  imprudence  were  sometimes  obliged 
to  employ  this  ruinous  resource. 

The  gold  coin  which  was  paid  out  either  by  the  Bank  of  England,  or  by  tm_ 
Scotch  banks,  in  exchange  for  that  part  of  their  paper  which  was  over  and  above 
what  could  be  employed  in  the  circulation  of  the  country,  being  likewise  over  and 
above  what  could  be  employed  in  that  circulation,  was  sometime?,  sent  abroad  in 
the  shape  of  coin,  sometimes  melted  down  and  sent  abroad  in  t7.e  shape  of  bullion, 
and  sometimes  melted  down  and  sold  to  the  Bank  of  England  at  the  high  price  of 
four  pounds  an  ounce.  It  was  the  newest,  the  heaviest  and  the  best  pieces  only 
which  were  carefully  picked  out  of  the  whole  coin,  and  either  sent  abroad  or  melted 
down.  At  home,  and  while  they  remain  in  the  shape  of  coin,  those  heavy  pieces 
were  of  no  more  value  than  the  light ;  but  they  were  of  more  value  abroad,  or 
when  melted  down  into  bullion  at  home.  The  Bank  of  England,  notwithstanding 
their  great  annual  coinage,  found  to  their  astonishment  that  there  was  every  year 
the  same  scarcity  of  coin  as  there  had  been  the  year  before  ;  and  that  notwith- 
standing the  great  quantity  of  good  and  new  coin  which  was  every  year  issued 
from  the  bank,  the  state  of  the  coin,  instead  of  growing  better  and  better,  became 
every  year  worse  and  worse.  Every  year  they  found  themselves  under  the  neces- 
sity of  coining  nearly  the  same  quantity  of  gold  as  they  had  coined  the  year 
before,  and  from  the  continual  rise  in  the  price  of  gold  bullion,  in  consequence 
of  the  continual  wearing  and  clipping  of  the  coin,  the  expense  of  this  great 
annual  coining  became  every  year  greater.  The  Bank  of  England,  it  is  to  be 
observed,  by  supplying  its  own  coffers  with  coin,  is  indirectly  obliged  to 
supply  the  whole  kingdom,  into  which  coin  is  continually  flowing  from 
those  coffers  in  a  great  variety  of  ways.  Whatever  coin,  therefore,  was 
wanted  to  support  this  excessive  circulation  both  of  Scotch  and  English  paper 
money,  whatever  vacuities  this  excessive  circulation  occasioned  in  the  necessary 
-coin  of  the  kingdom,  the  Bank  of  England  was  obliged  to  supply  them.  The 
Scotch  banks,  no  doubt,  paid  all  of  them  very  dearly  for  their  own  imprudence 
and  inattention.  But  the  Bank  of  England  paid  very  dearly,  not  only  for  its  own 
imprudence,  but  for  the  much  greater  imprudence  of  almost  all  the  Scotch  banks. 

The  over-trading  of  bold  projectors  in  the  United  Kingdom  has  been  t>-°i 
original  cause  of  this  execssive  circulation  of  paper  money. 

What  a  bank  can  with  propriety  advance  to  a  merchant  or  undertaker  of  an^ 
kind,  is  not  either  the  whole  capital  with  which  he  trades,  or  even  any  consider- 
able part  of  that  capital ;  but  that  part  of  it  only  which  he  would  otherwise  be 
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obliged  to  keep  by  him  unemployed,  and  in  ready  money,  for  answering  occasional 
demands.  If  the  paper  money  which  the  bank  advances  never  exceeds  this  value, 
it  can  never  exceed  the  value  of  the  gold  and  silver  which  would  necessarily  circu- 
late in  the  country  if  there  was  no  paper  money  ;  it  can  never  exceed  the  quantity 
which  the  circulation  of  the  country  can  absorb  and  employ. 

Discounts  only  to  Supply  Fluctuating  Demand  for  Currency. 

When  a  bank  discounts  to  a  merchant  a  real  bill  of  exchange  drawn  by  a  real 
creditor  upon  a  real  debtor,  and  which,  as  soon  as  it  becomes  due,  is  really  paid  by 
that  debtor,  it  only  advances  to  him  a  part  of  the  value  which  he  would  otherwise 
be  obliged  to  keep  by  him  unemployed  and  in  ready  money  for  answering  occasional 
demands.  The  payment  of  the  bill,  when  it  becomes  due,  replaces  to  the  bank  the 
value  of  what  it  had  advanced,  together  with  the  interest.  The  coffers  of  the 
bank,  so  far  as  its  dealings  are  confined  to  such  customers,  resemble  a  water-pond, 
from  which,  though  a  stream  is  continually  running  out,  yet  another  is  continually 
running  in,  fully  equal  to  that  which  runs  out;  so  that,  without  any  further  care 
or  attention,  the  pond  keeps  always  equally,  or  very  nearly  equally,  full.  Little  or 
no  expense  can  ever  be  necessary  for  replenishing  the  coffers  of  such  a  bank. 

A  merchant,  without  over-tracling,  may  frequently  have  occasion  for  a  sum  of 
ready  money,  even  when  he  has  no  bills  to  discount.  When  a  bank,  besides  dis- 
counting his  bills,  advances  him  likewise  upon  such  occasions  such  sums  upon  his 
cash  account,  and  accepts  of  a  piecemeal  repayment  as  the  money  comes  in  from 
the  occasional  sale  of  his  goods,  upon  the  easy  terms  of  the  banking  companies  of 
Scotland,  it  dispenses  him  entirely  from  the  necessity  of  keeping  any  part  of  his 
stock  by  him  unemployed,  and  in  ready  money  for  answering  occasional  demands. 
When  such  demands  actually  come  upon  him,  he  can  answer  them  sufficiently 
from  his  cash  account.  The  bank,  however,  in  dealing  with  such  customers,  ought 
to  observe  with  great  attention  whether  in  the  course  of  some  short  period  (of 
four,  five,  six,  or  eight  months,  for  example)  the  sum  of  the  repayments  which  it 
commonly  receives  from  them  is,  or  is  not,  fully  equal  to  that  of  the  advances 
which  it  commonly  makes  to  them.  If  within  the  course  of  such  short  periods, 
the  sum  of  the  repayments  from  certain  customers  is,  upon  most  occasions,  fully 
equal  to  that  of  the  advances,  it  may  safely  continue  to  deal  with  such  customers. 
Though  the  stream  which  is  in  this  case  continually  running  out  from  its  coffers 
may  be  very  large,  that  which  is  continually  running  into  them  must  be  at  least 
equally  large  ;  so  that  without  any  further  care  or  attention  those  coffers  are  likely 
to  be  always  equally  or  very  nearly  equally  full ;  and  scarce  ever  to  require  any 
extraordinary  expense  to  replenish  them.  If,  on  the  contrary,  the  sum  of  the  re- 
payments from  certain  other  customers  falls  commonly  very  much  short  of  the 
advances  which  it  makes  to  them,  it  cannot  with  any  safety  continue  to  deal  with 
such  customers,  at  least  if  they  continue  to  deal  with  it  in  this  manner.  The 
stream  which  is  in  this  case  continually  running  out  from  its  coffers  is  necessarily 
much  larger  than  that  which  is  continually  running  in  ;  so  that  unless  they  are 
replenished  by  some  great  and  continual  effort  of  expense,  those  coffers  must  soon 
be  exhausted  altogether. 

The  banking-  companies  of  Scotland,  accordingly,  were  for  a  long  time  very 
careful  to  require  frequent  and  regular  repayments  from  all  their  customers,  and 
did  not  care  to  deal  with  any  person,  whatever  might  be  his  fortune  or  credit,  who 
did  not  make  what  thev  called  frequent  and  regular  operations  with  them.  By 
this  attention,  besides  saving  almost  entirely  the  extraordinary  expense  of  replen- 
ishing their  coffers,  they  grained  two  other  very  considerable  advantages. 

Advantages  of  This. 

I.  By  tms  a  ention  they  were  enabled  to  make  some  tolerable  judgment  con- 
cerning the  thriving  or  declining  circumstances  of  their  debtors,  without  being 
obliged  to  look  out  for  any  other  evidence  besides  what  their  own  books  afforded 
them  ;  men  being  for  the  most  part  either  regular  or  irregular  in  their  payments, 
according  as  their  circumstances  are  either  thriving  or  declining.  A  private  man 
who  lends  out  his  money  to  perhaps  half  a  dozen  or  a  dozen  of  debtors,  may, 
either  by  himself  or  his  agents,  observe  and  inquire  both  constantly  and  carefully 
into  the  conduct  and  situation  of  each  of  them.  But  a  banking  company  which 
lends  money  to  perhaps  five  hundred  different  people,  and  of  which  the  attention  is 
continually  occupied  by  objects  of  a  very  different  kind,  can  have  no  regular  inform- 
ation concerning  the  conduct  and  circumstances  of  the  greater  part  of  its  debtors 
beyond  what  its  own  books  can  afford  it.  In  requiring  frequent  and  regular  re- 
payments from  all  their  customers,  the  banking  companies  of  Scotland  had  prob» 
ably  this  advantage  in  view. 

II.  By  this  attention  they  secured  themselves  from  the  possibility  of  issuing 
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more  paper  money  than  what  the  circulation  of  the  country  could  easily  absorb 
and  employ.  When  they  observed  that  within  moderate  periods  of  time  the  re- 
payments of  a  particular  customer  were  upon  most  occasions  fully  equal  to  the 
advances  which  they  had  made  to  him,  they  might  be  assured  that  the  paper 
money  which  they  had  advanced  to  him,  had  not  at  any  time  exceeded  the  quan- 
tity of  gold  and  silver  which  he  would  otherwise  have  been  obliged  to  keep  by  him 
for  answering  occasional  demands ;  and  that,  consequently,  the  paper  money 
which  they  had  circulated  by  his  means,  had  not  at  any  time  exceeded  the  quan- 
tity of  gold  and  silver  which  would  have  circulated  in  the  country  had  there  been 
no  paper  money.  The  frequency,  regularity  and  amount  of  his  repayments  would 
sufficiently  demonstrate  that  the  amount  of  their  advances  had  at  no  time  exceeded 
that  part  of  his  capital  which  he  would  otherwise  have  been  obliged  to  keep  by 
him  unemployed  and  in  ready  money  for  answering  occasional  demands  ;  that  is, 
for  the  purpose  of  keeping  the  rest  of  his  capital  in  constant  employment.  It  is 
this  part  of  his  capital  only  which,  within  moderate  periods  of  time,  is  continually 
returning  to  every  dealer  in  the  shape  of  money,  whether  paper  or  coin,  and  con- 
tinually going  from  him  in  the  same  shape.  If  the  advances  of  the  bank  had  com- 
monly exceeded  this  part  of  his  capital,  the  ordinary  amount  of  his  repayments 
could  not,  within  moderate  periods  of  time,  have  equaled  the  ordinary  amounts  of 
its  advances.  The  stream  which,  by  means  of  his  dealings,  was  continually  run- 
ning into  the  coffers  of  the  bank,  could  not  have  been  equal  to  the  stream,  which 
by  means  of  the  same  dealings,  was  continually  running  out.  The  advances  of  the 
bank  paper,  by  exceeding  the  quantity  of  gold  and  silver  which,  had  there  been  no 
such  advances,  he  would  have  been  obliged  to  keep  by  him  for  answering  occa- 
sional demands,  might  soon  come  to  exceed  the  whole  quantity  of  gold  and  silver 
which  (the  commerce  being  supposed  the  same)  would  have  circulated  in  the 
country  had  there  been  no  paper  money  ;  and  consequently  to  exceed  the  quantity 
which  the  circulation  of  the  country  could  easily  absorb  and  employ  ;  and  the  ex- 
cess of  this  paper  money  would  immediately  have  returned  upon  the  bank  in  order 
to  be  exchanged  for  gold  and  silver.  This  second  advantage,  though  equally  real, 
was  not  perhaps  so  well  understood  by  all  the  different  banking  companies  of  Scot- 
land as  the  first. 

Banks  vs.  Private  Bankers 
When,  partly  by  the  conveniency  of  discounting  bills,  and  partly  by  that  of 
cash  accounts,  the  creditable  traders  of  any  country  car  be  dispensed  from  the 
necessity  of  keeping  any  part  of  their  stock  by  them  unemployed  and  in  ready 
money  for  answering  occasional  demands,  they  can  reasonably  expect  no  farther 
assistance  from  banks  and  bankers,  who,  when  they  have  gone  thus  far.  cannot, 
consistently  with  their  own  interest  and  safety,  go  farther.  A  bank  cannot  con- 
sistently with  its  own  interest,  advance  to  a  trader  the  whole  or  even  the  greater 
part  of  the  circulating  capital  with  which  he  trades  ;  because,  though  that  capital 
is  continually  returning  to  him  in  the  shape  of  money,  and  going  from  him  in  the 
same  shape,  yet  the  whole  of  the  returns  is  too  distant  from  the  whole  of  the  out- 
goings, and  the  sum  of  his  repayment  could  not  equal  the  sum  of  its  advances 
within  such  moderate  periods  of  time  as  suit  the  conveniency  of  a  bank.  Still  less 
could  a  bank  afford  to  advance  him  any  considerable  part  of  his  fixed  capital ;  of 
the  capital  which  the  undertaker  of  an  iron  forge,  for  example,  employs  in  erect- 
ing his  forge  and  smelting-house,  his  workhouses  and  warehouses,  the  dwelling- 
houses  of  his  workmen,  etc.;  of  the  capital  which  the  undertaker  of  a  mine 
employs  in  sinking  his  shafts,  in  erecting  engines  for  drawing  out  the  water,  in 
making  roads  and  wagon-ways,  etc.;  of  the  capital  which  the  person  who  under- 
takes to  improve  land  employs  in  clearing,  draining,  manuring  and  plowing 
waste  and  uncultivated  fields,  in  building  farmhouses,  with  all  their  necessary  ap- 
pendages of  stables,  granaries,  etc.  The  returns  of  the  fixed  capital  are  in  almost 
all  cases  much  slower  than  those  of  the  circulating  capital;  and  such  expenses, 
even  when  laid  out  with  the  greatest  prudence  and  judgment,  very  seldom  return 
to  the  undertaker  till  after  a  period  of  many  years,  a  period  by  far  too  distant  to  suit 
the  conveniency  of  a  bank.  Traders  and  other  undertakers  may,  no  doubt,  with 
great  propriety,  carry  on  a  very  considerable  part  of  their  projects  with  borrowed 
money.  In  justice  to  their  creditors,  however,  their  own  capital  ought,  in  this 
case,  to  be  sufficient  to  ensure,  if  I  may  say  so,  the  capital  of  these  creditors ;  or  to 
render  it  extremely  improbable  that  those  creditors  should  incur  any  loss,  even 
though  the  success  of  the  project  should  fall  very  much  short  of  the  expectation  of 
the  projectors.  Even  with  this  precaution,  too,  the  money  which  is  borrowed,  and 
which  it  is  meant  should  not  be  repaid  till  after  a  period  of  several  years,  ought 
not  to  be  borrowed  of  a  bank,  but  ought  to  be  borrowed  upon  bond  or  mortgage, 
of  such  private  people  as  propose  to  live  upon  the  interest  of  their  money,  without 
taking  the  trouble  themselves  to  employ  the  capital ;  and  who  are  willing  to  lend 
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that  capital  to  such  people  of  good  credit  as  are  likely  to  keep  it  for  several  years. 
A  bank  which  lends  its  money  without  the  expense  of  stamped  paper,  or  of  attor- 
neys' fees  for  drawing  bonds  and  mortgages,  and  which  accepts  of  repayment  upon 
the  easy  terms  of  the  banking  companies  of  Scotland,  would,  no  doubt,  be  a  very 
convenient  creditor  to  such  traders  and  undertakers.  But  such  traders  and  under- 
takers would  surely  be  most  inconvenient  debtors  to  such  a  bank. 

EVASION  OF  CONSERVATIVE  RULES. 

It  is  now  more  than  five-and-twenty  years  since  the  paper  money  issued  by  the 
different  banking  companies  of  Scotland  was  fully  equal,  or  rather  was  somewhat 
more  than  fully  equal,  to  what  the  circulation  of*  the  country  could  easily  absorb 
and  employ.  Those  companies,  therefore,  had  so  long  ago  given  all  the  assistance 
to  the  traders  and  other  undertakers  of  Scotland  which  it  is  possible  for  banks  and 
bankers,  consistently  with  their  own  interest,  to  give.  They  had  even  done  some- 
what more.  They  had  over-traded  a  little,  and  had  brought  upon  themselves  that 
loss,  or  at  least  that  diminution  of  profit,  which  in  this  particular  business  never 
fails  to  attend  the  smallest  degree  of  over- trading.  Those  traders  and  other  under- 
takers, having  got  so  much  assistance  from  banks  and  bankers,  wished  to  get  still 
more.  The  banks,  they  seem  to  have  thought,  could  extend  their  credits  to  what- 
ever sum  might  be  wanted,  without  incurring  any  other  expense  besides  that  of  a 
few  reams  of  paper.  They  complained  of  the  contracted  views  and  dastardly  spirit 
of  the  directors  of  those  banks,  which  did  not,  they  said,  extend  their  credits  in  pro- 
portion to  the  extension  of  the  trade  of  the  country  ;  meaning,  no  doubt,  by  the 
extension  of  that  trade,  the  extension  of  their  own  projects  beyond  what  they 
could  carry  on,  either  with  their  own  capital,  or  with  what  they  had  credit  to 
borrow  of  private  people  in  the  usual  way  of  bond  or  mortgage.  The  banks,  they 
seem  to  have  thought,  were  in  honor  bound  to  supply  the  deficiency,  and  to  provide 
them  with  all  the  capital  which  they  wanted  to  trade  with.  The  banks,  however, 
were  of  a  different  opinion,  and  upon  their  refusing  to  extend  their  credits,  some  of 
those  traders  had  recourse  to  an  expedient  which,  for  a  time,  served  their  purpose, 
though  at  a.  much  greater  expense,  yet  as  effectually  as  the  utmost  extension  of 
bank  credits  could  have  done.  This  expedient  was  no  other  than  the  well-known 
shift  of  drawing  and  re-drawing  ;  the  shift  to  which  unfortunate  traders  have  some- 
times recourse  when  they  are  upon  the  brink  of  bankruptcy.  The  practice  of 
raising  money  in  this  manner  had  long  been  known  in  England,  and  during  the 
course  of  the  late  war,  when  the  high  profits  of  trade  afforded  a  great  temptation 
to  over-trading,  is  said  to  have  been  carried  on  to  a  very  great  extent.  From  Eng- 
land it  was  brought  into  Scotland,  where,  in  proportion  to  the  very  limited  com- 
merce, and  to  the  very  moderate  capital  of  the  country,  it  was  soon  carried  on  to  • 
a  much  greater  extent  than  it  ever  had  been  in  England.  The  practice  of  drawing 
and  re-drawing  is  so  well  known  to  all  men  of  business  that  it  may  perhaps  be 
thought  unnecessary  to  give  an  account  of  it.  But  as  this  book  may  come  into  the 
hands  of  many  people  who  are  not  men  of  business,  and  as  the  effects  of  this  prac- 
tice upon  the  banking  trade  are  not,  perhaps,  generally  understood  even  by  men  of 
business  themselves,  I  shall  endeavor  to  explain  it  as  distinctly  as  I  can. 

Draicing  and  Re-drawing. 

The  customs  of  merchants,  which  were  established  when  the  barbarous  laws 
of  Europe  did  not  enforce  the  performance  of  their  contracts,  and  which  during 
the  course  of  the  two  last  centuries  have  been  adopted  into  the  laws  of  all  European 
nations,  have  given  such  extraordinary  privileges  to  bills  of  exchange  that  money 
is  more  readily  advanced  upon  them  than  upon  any  other  species  of  obligation  ; 
especially  when  they  are  made  payable  within  so  short  a  period  as  two  or  three 
months  after  their  date  If,  when  the  bill  becomes  due,  the  acceptor  does  not  pay 
it  as  soon  as  it  is  presented,  he  becomes  from  that  moment  a  bankrupt.  The  bill  is 
protested,  and  returns  upon  the  drawer,  who,  if  he  does  not  immediately  pay  it,  be- 
comes likewise  a  bankrupt.  If,  before  it  came  to  the  person  who  presents  it  to  the 
acceptor  for  payment,  it  had  passed  through  the  hands  of  several  other  persons, 
who  had  successively  advanced  to  one  another  the  contents  of  it,  either  in  money 
or  goods,  and  who,  to  express  that  each  of  them  had  in  his  turn  received  those  con- 
tents, had  all  of  them  in  their  order  endorsed,  that  is,  written  their  name?  upon  the 
•JBsick  of,  the  bill ;  each  endorser  becomes  in  his  turn  liable  to  the  owner  of  the  bill 
for  those  contents,  and  if  he  fails  to  pay,  becomes  from  that  moment  a  bankrupt. 
Though  the  drawer,  acceptor  and  endorsers  of  the  bill  should,  all  of  them,  be  per- 
sons of  doubtful  credit,  yet  still  the  shortness  of  the  date  gives  some  security  to  the 
owner  of  the  bill.  Though  all  of  them  may  be  very  likely  to  become  bankrupts,  it 
is  a  chance  if  all  become  so  in  so  short  a  time.     "  The  house  is  crazy,"  says  a  weary 
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"traveller  to  himself,  "  and  will  not  stand  very  long  ;  but  it  is  a  chance  if  it  falls  to- 
"  night,  and  I  will  venture,  therefore,  to  sleep  in  it  to-night." 

Trader  A  in  Edinburgh,  we  shall  suppose,  draws  a  bill  upon  B  in  London,  pay- 
uole  two  months  after  date.  In  reality  B  in  London  owes  nothing  to  A  in  Edinburgh; 
bat  he  agrees  to  accept  of  A's  bill,  upon  condition  that  before  the  term  of  payment 
he  shall  re-draw  upon  A  in  Edinburgh  for  the  same  sum,  together  with  the  interest 
and  a  commission, another  bill,  payable  likewise  two  months  after  date.  B  according- 
ingly,  before  the  expiration  of  the  two  months,  re-draws  this  bill  upon  Ain  Edinburgh; 
who  again,  before  the  expiration  of  the  second  two  months,  draws  a  second  bill  upon 
B  in  London,  payable  likewise  two  months  after  date  ;  and  before  the  expiration  of 
the  third  two  months,  B  in  London  re-draws  upon  A  in  Edinburgh  another  bill, 
payable  also  two  months  after  date.  This  practice  has  sometimes  gone  on,  not  only 
lor  several  months,  but  for  several  years  together,  the  bill  always  returning  upon 
A  in  Edinburgh,  with  the  accumulated  interest  and  commission  of  all  the  former 
bills.  The  interest  was  five  per  cent,  in  the  year,  and  the  commission  was  never 
less  than  one-half  per  cent  on  each  draught.  "This  commission  being  repeated  more 
than  six  times  m  the  year,  whatever  money  A  might  raise  by  this  expedient  must 
necessarily  have  cost  him  something  more  than  eight  per  cent,  in  the  year,  and 
sometimes  a  great  deal  more,  when  either  the  price  of  the  commission  happened  to 
rise,  or  when  he  was  obliged  to  pay  compound  interest  upon  the  interest  and  com- 
mission of  former  bills.     This  practice  was  called  raising  money  by  circulation. 

In  a  country  where  the  ordinary  profits  of  stock  in  the  greater  part  of  mercan- 
tile projects  are  supposed  to  run  between  six  and  ten  per  cent.,  it  must  have  been 
a  very  fortunate  speculation  of  which  the  returns  could  not  only  repay  the  enormous 
expense  at  which  the  money  was  thus  borrowed  for  carrying'  it  on,  but  afford,  be- 
sides, a  good  surplus  profit  to  the  projector.  Many  vast  and  extensive  projects, 
however,  were  undertaken,  and  for  several  years  carried  on  without  any  01  her 
fund  to  support  them  besides  what  was  raised  at  this  enormous  expense.  The  pro- 
jectors, no  doubt,  had  in  their  golden  dreams  the  most  distinct  vision  of  this  great 
profit.  Upon  their  awaking,  however,  either  at  the  end  of  their  projects,  or  when 
they  were  no  longer  able  to  carry  them  on,  they  very  seldom,  I  believe,  had  the 
good  fortune  to  find  their  dreams  realized.* 

The  bills  which  A  in  Edinburgh  drew  upon  B  in  London  he  regularly  dis- 
counted two  months  before  they  were  due  with  some  bank  or  banker  in  "Edin- 
burgh ;  and  the  bills  which  B  in  London  re-drew  upon  A  in  Edinburgh  he  has 
regularly  discounted  either  with  the  Bank  of  England,  or  with  some  other  bankers 
in  London.  Whatever  was  advanced  upon  such  circulating  bills  was,  m  Edin- 
burgh, advanced  in  the  paper  of  the  Scotch  banks,  and  in  London,  when  they 
were  discounted  at  the  Bank  of  England,  in  the  paper  of  that  bank.  Though  the 
bills  upon  which  this  paper  had  been  advanced  were  all  of  them  repaid  in  their 
turn  as  soon  as  they  became  due,  yet  the  value  which  had  been  realty  advanced 
upon  the  first  bill  was  never  really  returned  to  the  banks  which  advanced  it ;  be- 
cause, before  each  bill  became  due,  another  bill  was  always  drawn  to  somewhat 
a  greater  amount  than  the  bill  which  was  soon  to  be  paid ;  and  the  discount- 
ing of  this  other  bill  was  essentially  necessary  towards  the  payment  of  that  which 
was  soon  to  be  due.  This  payment,  therefore,  was  altogether  fictitious.  The 
stream  which,  by  means  of  those  circulating  bills  of  exchange,  had  once  been 
made  to  run  out  from  the  coffers  of  the  banks,  was  never  replaced  by  any  stream 
which  really  ran  into  them. 


*  The  method  described  in  the  ter;  was  by  no  means  either  the  most  common  or  the  most  expensive 
one  in  which  those  adventurers  sometimes  raised  money  by  circulation.  It  frequently  happened  that  A  in 
Edinburgh  would  enable  B  in  London  to  pay  the  first  bill  of  exchange  by  drawing,  a  few  days  before  it 
became  due,  a  second  bill  at  three  months'  date  upon  the  same  B  in  London.  This  bill,  being  payable  t» 
his  own  o-der,  A  sold  in  Edinburgh  at  par:  and  with  its  contents  purchased  bills  upon  London,  payable  at 
sight  to  ;ne  order  of  B.  to  whom  he  sent  them  by  the  post.  Towards  the  end  of  the  late  war  the  exchange 
between  Edinburgh  and  London  was  frequently  three  percent,  against  Edinburgh,  and  those  bills  at  sight 
must  frequently  have  cost  A  that  premium.  Thic  transaction,  therefore,  being  repeated  at  least  four  times 
in  the  year,  and  beingloaded  with  a  commission  oi  at  least  one-half  per  cent,  upon  each  repetition,  must 
at  that  period  have  cost  A  at  least  fourteen  per  cent,  in  the  year.  At  other  times  A  would  enable  B  to  dis- 
charge the  first  bill  of  exchange  by  drawing,  a  few  days  befoie  it  became  due,  a  second  bill  at  two  months' 
^late;  not  upon  B,  but  upon  some  third  person,  C,  for  example,  in  London.  This  other  bill  was  made  pay- 
able to  the  order  of  B,  who,  upon  its  being  accepted  by  (',  discounted  it  with  some  banker  in  London;  and  A 
enabled  C  to  discharge  it  by  drawing,  a  few  days  before  it  became  due,  a  third  bill  likewise  at  two  months' 
date,  sometimes  unon  his  first  correspondent  B,  and  sometimes  upon  some  fourth  or  fifth  person,  D  or  E, 
"for  example.  This  third  bill  was  made  payable  to  the  order  of  C,  who,  as  soon  as  it  was  accepted,  dis- 
counted it  in  the  same  manner  with  some  banker  in  London.  Such  operations  being  repeated  at  least  six 
times  in  the  year,  and  being  loaded  with  a  commission  of  at  l°ast  one-half  per  cent,  upon  each  repetition, 
together  with  the  legal  interest  of  five  per  cent.,  this  method  of  raising  money,  in  the  same  manner  as  that 
described  in  the  text,  must  have  cost  A  something  more  than  eight  per  cent.  By  saving  the  exchange  be- 
tween Edinburgh  and  London,  it  was  less  expensive  than  that  mentioned  in  the  foregoing  part  of  this 
note;  but  it  required  an  established  credit  with  more  houses  than  one  in  London,  an  advantage  which 
many  of  these  adventurers  could  not  always  find  it  easy  to  procure. 
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Inflation  and  Consequences. 

The  paper  which  was  issued  upon  those  circulating-  bills  of  exchange  amounted, 
upon  many  occasions,  to  the  whole  fund  destined  for  carrying  on  some  vast  an(J 
extensive  project  of  agriculture,  commerce  or  manufactures;  and  not  merely  to- 
that  part  of  it  which,  had  there  been  no  paper  money,  the  projector  would  have 
been  obliged  to  keep  by  him,  unemployed  and  in  ready  money,  for  answering  oc- 
casional demands.  The  greater  part  of  this  paper  was,  consequently,  over  and 
above  the  value  of  the  gold  and  silver  which  would  have  circulated  in  the  country 
had  there  been  no  paper  money.  It  was  over  and  above,  therefore,  what  the  cir- 
culation of  the  country  could  easily  absorb  and  employ,  and  upon  that  account 
immediately  returned  upon  the  banks  in  order  to  be  exchanged  for  gold  and  silver, 
which  they  were  to  find  as  they  could.  It  was  a  capital  which  those  projectors 
had  very  artfully  contrived  to  draw  from  those  banks,  not  only  without  their 
knowledge  or  deliberate  consent,  but  for  some  time,  perhaps,  without  their  having* 
the  most  distant  suspicion  that  they  had  really  advanced  it. 

When  two  people,  who  are  continually  drawing  and  re-drawing  upon  one  an- 
other, discount  their  bills  always  with  the  same  banker,  he  must  immediately 
discover  what  they  are  about,  and  see  clearly  that  they  are  trading,  not  with  any 
capital  of  their  own,  but  with  the  capital  which  he  advances  to  them.  But 
this  discovery  is  not  altogether  so  easy  when  they  discount  their  bills- 
sometimes  with  one  banker,  and  sometimes  with  another,  and  when  the 
same  two  persons  do  not  constantly  draw  and  re-draw  upon  one  another, 
but  occasionally  run  the  round  of  a  great  circle  of  projectors,  who  find  it  for  their 
interest  to  assist  one  another  in  this  method  of  raising  money,  and  to  render  it, 
upon  that  account,  as  difficult  as  possible  to  distinguish  between  a  real  and  a  fic- 
titious bill  of  exchange ;  between  a  bill  drawn  by  a  real  creditor  upon  a  real 
debtor,  and  a  bill  for  which  there  was  properly  no  real  creditor  but  the  bank  which 
discounted  it,  nor  any  real  debtor  but  the  projector  which  made  use  of  the  money. 
When  a  banker  had  even  made  this  discovery,  he  might  sometimes  make  it  too 
late,  and  might  find  that«he  had  already  discounted  the  bills  of  those  projectors  to- 
so  great  an  extent  that,  by  refusing  to  discount  any  more,  he  would  necessarily 
make  them  all  bankrupts,  and  thus,  by  ruining  them,  might  perhaps  ruin  himself. 
For  his  own  interest  and  safety,  therefore,  he  might  find  it  necessary,  in  this  very 
perilous  situation,  to  go  on,  for  some  time,  endeavoring,  however,  to  withdraw 
gradually,  and  upon  that  account  making  every  day  greater  and  greater  difficulties 
about  discounting,  in  order  to  force  those  projectors  by  degrees  to  have  recourse 
either  to  other  bankers,  or  to  other  methods  of  raising  money  ;  so  as  that  he  him- 
self might,  as  soon  as  possible,  get  out  of  the  circle.  The  difficulties,  accordingly, 
which  the  Bank  of  England,  which  the  principal  bankers  in  London,  and  which 
»ven  the  more  prudent  Scotch  banks  began,  after  a  certain  time,  when  all  of  them 
had  already  gone  too  far,  to  make  about  discounting,  not  only  alarmed,  but 
enraged  in  the  highest  degree  those  projectors.  Their  own  distress,  of  which  this 
prudent  and  necessary  reserve  of  the  banks  was,  no  doubt,  the  immediate  occa- 
sion, they  called  the  distress  of  the  country  ;  and  this  distress  of  the  country,  they 
said,  was  altogether  owing  to  the  ignorance,  pusillanimity  and  bad  conduct  of  the 
banks,  which  did  not  give  a  sufficiently  liberal  aid  to  the  spirited  undertakings  of 
those  who  exerted  themselves  in  order^to  beautify,  improve  and  enrich  the  country. 
It  was  the  duty  of  the  banks,  they  seemed  to  think,  to  lend  for  as  long  a  time 
and  to  as  great  an  extent  as  they  might  wish  to  borrow.  The  bank,  however,  by 
refusing,  in  this  manner,  to  give  more  credit  to  those  to  whom  they  had  already 
given  a  great  deal  too  much,  took  the  only  method  by  which  it  was  now  possible 
to  save  either  their  own  credit  or  the  public  credit  of  the  country. 

EFFECT  OF  MORE  "LIBERAL"  PRACTICES. 

In  the  midst  of  this  clamor  and  distress  a  new  bank  was  established  in  Scot- 
land for  the  express  purpose  of  relieving  the  distress  of  the  country.  The  design 
was  generous ;  but  the  execution  was  imprudent,  and  the  nature  and  causes  of  the 
distress  which  it  meant  to  relieve,  were  not,  perhaps,  well  understood.  This  bank 
was  more  liberal  than  any  other  had  ever  been,  both  in  granting  cash  accounts  and 
in  discounting  bills  of  exchange.  With  regard  to  the  latter,  it  seems  to  have 
made  scarce  any  distinction  between  real  and  circulating  bills,  but  to  have  dis- 
counted all  equally.  It  was  the  avowed  principle  of  this  bank  to  advance,  upon 
any  reasonable  security,  the  whole  capital  which  was  to  be  employed  in  those 
improvements  of  which  the  returns  are  the  most  slow  and  distant,  such  as  the  im- 
provements of  land.  To  promote  such  improvements  was  even.said  to  be  the  chief 
of  the  public  spirited  purposes  for  which  it  was  instituted.  By  its  liberality  m  grant- 
ing cash  accounts,  and  in  discounting  bills  of  exchange,  it,  no  doubt,  issued  great 
quantities  of  its  bank  notes.    But  those  bank  notes  being,  the  greater  part  of  them, 
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over  and  above  what  the  circulation  of  the  country  could  easily  absorb  and  employ, 
returned  upon  it,  in  order  to  be  exchanged  for  gold  and  silver,  as  fast  as  they  were 
issued.  Its  coffers  were  never  well  filled.  The  capital  which  had  been  subscribed 
to  this  bank  at  two  different  subscriptions  amounted  to  £160,000,  of  which  eighty 
per  cent,  only  was  paid  up.  This  sum  ought  to  have  been  paid  in  at  several  differ- 
ent installments.  A  great  part  of  the  proprietors,  when  they  paid  in  their  first 
installment,  opened  a  cash  account  with  the  bank ;  and  the  directors  thinking 
themselves  obliged  to  treat  their  own  proprietors  with  the  same  liberality  with 
which  they  treated  all  other  men,  allowed  many  of  them  to  borrow  upon  this  cash 
account  what  they  paid  in  upon  all  their  subsequent  installments.  Such  payments, 
therefore,  only  put  into  one  coffer  what  had  the  moment  before  been  taken  out  of 
another.  But  had  the  coffers  of  this  bank  been  filled  ever  so  well,  its  excessive 
circulation  must  have  emptied  them  faster  than  they  could  have  been  replenished 
by  any  other  expedient  but  the  ruinous  one  of  drawing  upon  London,  and  when 
the  bill  became  due,  paying  it,  together  with  interest  and  commission,  by  another 
draft  upon  the  same  place.  Its  coffers  having  been  filled  so  very  ill,  it  is  said  to 
have  been  driven  to  this  resource  within  a  very  few  months  after  it  began  to  do 
business.  The  estates  of  the  proprietors  of  this  bank  were  worth  several  millions, 
and  by  their  subscription  to  the  original  bond  or  contract  of  the  bank,  were  really 
pledged  for  answering  all  its  engagements.  By  means  of  the  great  credit  winch 
so  great  a  pledge  gave  it.  it  was,  notwithstanding  its  too  liberal  conduct,  enabled  to« 
carry  on  business  for  more  than  two  years.  When  it  (Douglas,  Heron  &  Co.,  Ayr, 
£400,000  lost,  but  all  covered  by  estates  of  the  partners)  was  obliged  to  stop,  it  had 
in  circulation  about  £200,000  in  bank  notes.  In  order  to  support  the  circulation  of 
those  notes,  which  were  continually  returning  upon  it  as  fast  as  they  were  issued, 
it  had  been  constantly  in  the  practice  of  drawing  bills  of  exchange  upon  London, 
of  which  the  number  and  value  were  continually  increasing,  and,  when  it  stopped, 
amounted  to  upwards  of  £600,000.  This  bank,  therefore,  had,  in  little  more  than 
the  course  of  two  years,  advanced  to  different  people  upwards  of  £800,000  at  five 
per  cent.  Upon  the  £200,000  which  it  circulated  in  bank  notes,  this  five  per  cent, 
might,  perhaps,  be  considered  as  clear  gain,  without  any  other  deduction  besides  the- 
expense  of  management.  But  upon  upwards  of  £600,000,  for  which  it  was  continu- 
ally drawing  bills  of  exchange  upon  London,  it  was  paying,  in  the  way  of  interest 
and  commission,  upwards  of  eight  per  cent,  and  was  consequently  losing  more  than 
three  per  cent,  upon  more  than  three-fourths  of  all  its  dealings. 

The  operations  of  this  bank  seem  to  have  produced  effects  quite  opposite  to 
those  which  were  intended  by  the  particular  persons  who  planned  and  directed  it. 
They  seem  to  have  intended  to  support  the  spirited  undertakings,  for  as  such  they 
considered  them,  which  were  at  that  time  carrying  on  in  different  parts  of  the 
country;  and,  at  the  same  time,  by  drawing  the  whole  banking-  business  to  them- 
selves, to  supplant  all  the  other  Scotch  banks,  particularly  those  established  at 
Edinburgh,  whose  backwardness  in  discounting  bills  of  exchange  had  given  som& 
offence.  This  bank,  no  doubt,  gave  some  temporary  relief  to  those  projectors,  and 
enabled  them  to  carry  on  their  projects  for  about  two.years  longer  than  they  could 
otherwise  have  done.  But  it  thereby  only  enabled  them  to  get  so  much  deeper 
into  debt,  so  that  when  ruin  came,  it  fell  so  much  the  heavier  both  upon  them  and 
upon  their  creditors.  The  operations  of  this  bank,  therefore,  instead  of  relieving, 
in  reality  aggravated  in  the  long-run  the  distress  which  those  projectors  had 
brought  both  upon  themselves  and  upon  their  country.  It  would  have  been  much 
better  for  themselves,  their  creditors,  and  their  country,  had  the  greater  part  of 
them  been  obliged  to  stop  two  years  sooner  than  they  actually  did.  The  temporary 
relief,  however,  which  this  bank  afforded  to  those  projectors,  proved  a  real  and 
permanent  relief  to  the  other  Scotch  banks.  All  the  dealers  in  circulating  bills  of  ex- 
change, which  those  other  banks  had  become  so  backward  in  discounting,  had 
recourse  to  this  new  bank,  where  they  were  received  with  open  arms.  Those  other 
banks,  therefore,  were  enabled  to  get  very  easily  oat  of  that  fatal  circle,  from 
which  they  could  not  otherwise  have  disengaged"  themselves  without  incurring  a 
considerable  loss,  and  perhaps,  too,  even  some  degree  of  discredit.  In  the  long- 
run,  therefore,  the  operations  of  this  bank  increased  the  real  distress  of  the  country 
which  it  meant  to  relieve ;  and  most  effec»uaT1y  relieved  from  a  very  great  distress 
those  rivals  whom  it  meant  to  supplant. 

At  the  first  setting  out  of  this  bank,  it  was  the  opinion  of  some  people,  that 
how  fast  soever  its  coffers  might  be  emptied,  it  might  easily  replenish  them  by  raising 
money  upon  the  securities  of  those  to  whom  it  had  advanced  its  paper.  Experience, 
1  believe,  soon  convinced  them  that  this  method  of  raising  money  was  by  much 
too  slow  to  answer  their  purpose ;  and  that  coffers  which  originally  were  so  ill 
filled,  and  which  emptied  themselves  so  very  fast,  could  be  replenished  by  no  other 
expedient  but  the  ruinous  one  of  drawing  bills  upon  London,  and  when  they  be- 
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came  due,  paying"  them  by  other  drafts  upon  the  same  place  with  accumulated 
interest  and  commission.  But  though  they  had  been  able  by  this  method  to  rai&e 
money  as  fast  as  they  wanted  it,  yet,  instead  of  making  a  profit,  they  mast  have 
suffered  a  loss  by  every  such  operation ;  so  that  in  the  long-run  they  must  have 
ruined  themselves  as  a  mercantile  company,  though,  perhaps,  not  so  soon  as  by 
the  more  expensive  practice  of  drawing  and  redrawing.  They  could  still  have 
made  nothing  by  the  interest  of  the  paper,  which,  being  over  and  above  what  the 
circulation  of  the  country  could  absorb  and  employ,  returned  upon  them,  in  order 
to  be  exchanged  for  gold  and  silver,  as  fast  as  they  issued  it ;  and  for  the  payment 
of  which  they  were  themselves  continually  obliged  to  borrow  money.  On  the  con- 
trary, the  whole  expense  of  this  borrowing,  of  employing  agents  to  look  out  for 
people  who  had  money  to  lend,  or  negotiating  with  these  people,  and  of  drawing 
the  proper  bond  or  assignment,  must  have  fallen  upon  them,  and  have  been  so 
much  clear  loss  upon  the  balance  of  their  accounts.  The  projects  of  replenishing 
their  coffers  in  this  manner  may  be  compared  to  that  of  a  man  who  had  a  water- 
pond  from  which  a  stream  was  continually  running  out,  and  into  which  no  stream 
was  continually  running,  but  who  proposed  to  keep  it  always  equally  full  by  em- 
ploying a  number  of  people  to  go  continually  with  buckets  to  a  well  at  some  miles 
distance  in  order  to  bring  water  to  replenish  the  stream. 

But  though  this  operation  had  proved,  not  only  practicable,  but  profitable  to 
the  bank  as  a  mercantile  company,  yet  the  country  could  have  derived  no  benefit 
from  it,  but,  on  the  contrary,  must  have  suffered  a  very  considerable  loss  by  it. 
This  operation  could  not  augment  in  the  smallest  degree  the  quantity  of  money  to  be 
lent.  It  could  only  have  erected  this  bank  into  a  sort  of  general  loan  office  for  the 
whole  country.  Those  who  wanted  to  borrow  must  have  applied  to  this  bank 
instead  of  applying  to  the  private  persons  who  had  lent  it  their  money.  But  a 
bank  which  lends  money,  perhaps  to  five  hundred  different  people,  the  greater  part 
of  whom  its  directors  can  know  very  little  about,  is  not  likely  to  be  more  judicious 
in  the  choice  of  its  debtors  than  a  private  person  who  lends  out  his  money  among- 
a  few  people  whom  he  knows,  and  in  whose  sober  and  frugal  conduct  he  thinks  he 
has  good  reason  to  confide.  The  debtors  of  such  a  bank  as  that  whose  conduct  I 
have  been  giving  some  account  of,  were  likely,  the  greater  part  of  them,  to  be 
chimerical  projectors,  the  drawers  and  redrawers  of  circulating  bills  of  exchange, 
who  would  employ  the  money  in  extravagant  undertakings,  which,  with  all  the 
assistance  that  could  be  given  th^m,  they  would  probably  never  be  able  to  com- 
plete, and  which,  if  they  should  be  completed,  would  never  repay  the  expense  which 
they  had  really  cost,  would  never  afford  a  fund  capable  of  maintaining  a  quantity 
of  labor  equal  to  that  which  had  been  employed  about  them.  The  sober  and  frugal 
debtors  of  private  persons,  on  the  contrary,  would  be  more  likely  to  employ  the 
money  borrowed  in  sober  undertakings  which  were  proportioned  to  their  capitals, 
and  which,  though  they  might  have  less  of  the  grand  and  the  marvelous,  would 
have  more  of  the  solid  and  the  profitable,  which  would  repay  with  a  large  profit 
whateve'r  had  been  laid  out  upon  them,  and  which  would  thus  afford  a  fund  capable 
of  maintaining  a  much  greater  quantity  of  labor  than  that  which  had  been  em- 
ployed about  them.  The  success  of  this  operation,  therefore,  without  increasing' 
in  the  smallest  degree  the  capital  of  the  country,  would  only  have  transferred  a 
great  part  of  it  from  prudent  and  profitable,  to  imprudent  and  unprofitable  under- 
takings. 

MR.  LAW'S  IDEA. 

That  the  industry  of  Scotland  languished  for  want  of  money  to  employ  it,  was 
the  opinion  of  the  famous  Mr.  Law.  By  establishing  a  bank  of  a  particular  kind, 
which  he  seems  to  have  imagined  might  issue  paper  to  the  amount  of  the  whole 
value  of  all  the  lands  in  the  country,  he  proposed  to  remedy  this  want  of  money. 
The  parliament  Of  Scotland,  when  he  first  proposed  his  project,  did  not  think 
proper  to  adopt  it.  It  was  afterwards  adopted,  with  some  variations,  by  the  Duke 
of  Orleans,  at  that  time  regent  of  France.  The  idea  of  the  possibility  of  multiply- 
ing paper  money  to  almost  any  extent,  was  the  real  foundation  of  what  was  called 
the  Mississippi  scheme,  the  most  extravagant  project  of  both  banking  and  stock- 
jobbing that,  perhaps,  the  world  ever  saw.  The  different  operations  of  this  scheme 
are  explained  so  fully,  so  clearly,  and  with  so  much  order  and  distinctness,  by  Mr. 
Du  Verney,  in  his  Examination  of  the  Political  Reflections  upon  Commerce  and 
Finances  by  Mr.  Du  Tot,  that  I  shall  not  give  any  account  of  them.  The  principles 
upon  which  it  was  founded  are  explained  by  Mr.  Law  himself  in  a  discourse  con- 
cerning money  and  trade,  which  he  published  in  Scotland  when  he  first  proposed 
his  project.  The  splendid  but  visionary  ideas  which  are  set  forth  in  that  and  some 
other  works  upon  the  same  principles,*still  continue  to  make  an  impression  upon 
many  people,  and  may  have  contributed  to  that  excess  of  banking  which  has  of 
late  been  complained  of  both  in  Scotland  and  in  other  places. 
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Each  number  contains  a  special  discussion  of  some  Sound  Currency  question. 


The  experience  of  August-September,  1893,  was  unique.  There  were  no 
gradually  developed  plans  for  mutual  assistance.  Mutual  helpfulness  there  was 
in  plenty  between  individuals  and  localities  ;  but  it  was  in  prompt  response  to  sud- 
den appeals;  and  before  any  general  system  could  be  devised  the  occasion  for  it  was 
over.  Financial  clouds  had  long  been  lowering  ;  but  it  ivas  ivithin  a  single  month 
that  currency  famine  became  general,  its  ivorst  effects  felt,  such  relief  extended  as 
was  had,  and  the  crisis  over,  with  a  tendency  toward  a  glut  of  circulating  medium. 

In  other  cases  nations  or  communities  had  simply  found  themselves  thrown 
upon  their  own  resources.  Our  people  found  themselves  not  merely  drained  of 
currency,  but  forbidden  by  most  carefully  drawn  statutes  to  utilize  the  expedients 
which  would  have  been  most  natural  and  most  effective.  No  civilized  nation  has 
ever  experienced  such  a  currency  famine.  None  has  ever  found  itself  so  fettered 
by  positive  law  in  its  efforts  to  rescue  itself.  None  ever  so  promptly  rose  to  the 
emergency.    Never  was  there  so  prompt  a  return  to  normal  conditions. 
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THE   CURRENCY  FAMINE    OF  1893, 


CIRCUMSTANCES  THAT  PRECEDED   THE   CRISIS. 

General  Conditions. 

The  circumstances  that  preceded  the  currency  famine  of  1893  are  as  yet  too 
recent  to  be  free  from  controversy  as  to  their  causes  and  consequences.  In  a  gen- 
eral way,  however,  the  situation  has  already  become  historic,  so  that  somewhat  of 
an  apparently  significant  succession  of  facts  may  properly  be  noted. 

For  the  ten  years  preceding  1890,  though  local  disturbances  had  not  been  lack- 
ing, the  commercial,  manufacturing  and  agricultural  world  as  a  whole  had  been 
enjoying  steady  prosperity,  until  the  accumulation  of  raw  materials  and  manufact- 
ures was  greater  than  ever  before  in  the  world's  history;  and  ten  years  of  pros- 
perity had  made  general  throughout  the  world  that  state  of  mind  which  prompts 
borrowers  to  new  enterprises  and  induces  lenders  freely  to  extend  credits. 

From  the  beginning  of  the  year  1890,  however,  growing  caution  and  watch- 
fulness seemed  as  general  as  theretofore  had  been  confidence  approaching  careless- 
ness. The  first  symptom  was  generally  an  attempt  to  dispose  of  surplus  stocks 
■even  at  a  sacrifice.  This  brought  about  a  shrinkage  of  values,  which,  in  its  turn, 
lessened  margins  and  increased  the  apprehensions  of  creditors. 

On  this  side  of  the  water  a  suggestion  of  the  situation  is  found  in  the  foreclosure 
during  the  first  six  months  of  1890  of  no  less  than  twenty-one  railroad  companies, 
with  an  aggregate  of  stock  and  bonds  of  $92,000,000 ;  while  the  collapse  of  the 
Barings  in  England  during  the  autumn  of  1890  called  attention  to  the  shrinkage 
in  colonial  and  South  American  securities,  and  to  the  precarious  standing  of 
world  famous  houses. 

The  Sherman  Act. 

It  was  just  at  this  time,  too,  that  the  agitation  for  cheap  money  reached  its 
highest  tide  in  Congress  and  the  Sherman  Act  became  a  law.  By  this,  instead 
■of  coinage  at  $2,000,000  per  month,  bullion  certificates  at  the  rate  of  $4,500,000  per 
month  were  added  to  our  currency,  already  out  of  all  proportion  to  the  commercial 
wants  of  our  people  ;  while  free  coinage — that  is,  forced  coinage  of  silver  at  a  par  of 
16  to  1  of  gold — was  pressed  on  every  hand,  largely  by  those  who  confessed  their 
aim  to  be  partial  repudiation. 

It  may  be  questioned  how  far  this  last  factor  contributed  to  the  gravity  of  the 
situation  here  ;  there  can  be  no  doubt  that  it  increased  it.  For,  just  at  this 
time,  creditor  Europe  was  forced  by  her  necessities  to  return  in  large  measure 
our  securities  which  she  had  theretofore  eagerly  taken,  and  we  were  thrown  more 
and  more  upon  our  own  resources  for  capital  wherewith  to  develop  our  country. 
To  the  flood  of  our  own  obligations,  thus  thrust  upon  us,  were  now  added  those  of 
holders  who  had  become  apprehensive  of  American  good  faith,  and  who  hastened 
"to  realize,  even  at  a  sacrifice,  before  they  should  be  made  worse  off  by  the  repudia- 
tion which  some  of  them  thought  close  at  hand. 

Again,  to  the  sentimental  factors  noted  there  was  now  added  what  might  almost 
he  termed  a  physical  force,  tending  to  drive  gold  out  of  the  country,  and,  through 
our  currency  system,  draining  the  treasury  as  well.  Just  how  much  currency 
the  business  of  a  country  will  absorb  at  any  given  moment,  it  is  hard  to  say; 
but  it  is  nevertheless  certain  that  when  the  channels  of  finance  are  full,  additions 
will  cause  them  to  overflow,  and  that  the  overflow  will  be  of  that  portion  which  is 
acceptable  elsewhere.  As  is  pretty  generally  agreed,  the  growing  dullness  of 
business  had  left  our  currency  superabundant  as  far  back  as  1890  ;  while  in  that 
year  the  rate  at  which  depreciated  silver  was  poured  into  it  was  increased  from 
|>24,000,000  a  year  to  more  than  double  that  rate.  The  effect  was  as  though  water 
were  poured  into  a  measure  already  filled  with  oil.  The  Sherman  notes,  whose  cir- 
culation was  bounded  by  national  lines,  went  to  the  bottom  of  the  measure — that 
is  stayed  in  this  country ;  the  gold,  free  to  move — that  is,  current  everywhere — 
overflowed  to  foreign  countries. 

Another  effect  now  began  to  be  prominent.  To  a  small  extent  our  holders  of 
mortgages  (which  in  this  country  are  usually  for  short  terms,  even  though  intended 
as  permanent  investments)  promptly  secured  themselves  by  requiring  renewals 
under  contracts  payable  in  gold  ;  but  many  lenders— to  some  extent  from  individual 
hesitancy  in  exacting  unusual  terms  of  borrowers,  and  to  some  extent  from  appre- 
hension lest  the  legislation  threatened  in  many  States  against  such  discrimination 
might  prove  valid — refused  to  make  or  renew  time  loans,  thus  forcing  a  stagnation 
of  enterprise  in  many  directions  and  in  many  others  a  realization  of  assets  under 
unfavorable  circumstances. 

Hoarding  of  Gold  in  United  States. 

Concurrent  with  this  was  developed  a  disposition  to  hoard  gold  and  to  discrimi- 
nate in  its  favor  by  withholding  it  from  payments.     That  this  was  markedly  true 
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in  1893  is  universally  understood.  It  seems  to  have  been  forgotten  in  many  quar- 
ters how  much  earlier  than  that  year  this  practice  became  general ;  though  an 
inspection  of  the  treasury  accounts  shows  that  in  September,  1890,  the  first  montv». 
-after  the  passage  of  the  Sherman  act,  the  Treasury  lost  $38,000,000  of  its  gold 
reserve. 

June  30,  1890,  the  net  treasury  assets  were  $255,893,000,  of  which  $190,232,000 
was  in  gold  and  gold  bullion.  A  year  later  similar  assets  were  $176,459,000, 
-of  which  $117,667,000  was  in  gold  and  gold  bullion— the  "free  gold,"  that  is  the 
amount  above  the  $100,000,000  reserve  for  greenback  redemption,  having  been  re- 
duced during  the  year  from  $90,232,000  to  $17,667,000. 

Recalling  that  the  customs  receipts  are  the  principal  streams  which  feed  the 
Treasury,  we  can  investigate  one  step  further.  In  June,  1890,  above  ninety  per 
cent,  of  our  customs  receipts  were  in  gold.  The  proportion  of  gold  steadily  de- 
clined thereafter  until  in  June,  1891,  but  twelve  per  cent,  of  the  customs  receipts 
were  in  gold. 

The  circle  of  investigation  is  complete  for  the  period.  The  Treasury  was 
diluting  the  currency  by  silver  inflation  at  the  rate  of  $4,500,000  each  month  ;  and 
at  the  same  time  it  was  rapidly  losing  power  to  maintain  its  parity  in  gold  ;  while 
the  selection  by  which  gold  was  retained  and  silver  used  for  payments  to  Govern- 
ment indicated  that  gold  was  being  hoarded  outside. 

Treasury  Expedients. 

The  National  Administration,  though  doing  nothing  to  avert  the  crisis,  was 
sensible  of  its  approach.  In  the  spring  of  1891  the  Treasury  by  refusing  to  furnish 
gold  bars,  of  which  it  had  plenty,  practically  charged  gold  exporters  one-tenth  per 
cent,  premium  ;  at  which  price  during  that  year  they  took  above  $30,000,000  ;  and 
during  the  summer  of  1891  the  Government  attempted  to  gain  gold  by  selling  legal 
tender  Western  exchange  at  a  price  sixty  cents  per  $1,000  less  than  the  normal 
rates,  on  condition  of  being  paid  in  gold,  some  $12,000,000  of  which  was  promptly 
thus  secured. 

Finally,  to  accelerate  the  rate  at  which  we  were  moving  toward  disaster,  the 
joint  effect  of  the  tariff  revision  of  1890  and  the  liberal  appropriations  of  the  fifty- 
second  Congress  had  been  to  turn  the  late  annual  surplus,  averaging  $110,000,000 
per  annum  for  the  years  1888-1890,  into  a  deficit  which  for  the  year  beginning  July 
1,  1893,  amounted  to  more  than  $69,000,000;  so  that  a  constantly  weaker  Treasury 
faced  a  steadily  increasing  responsibility.  The  time  thus  rapidly  approached  when 
the  sole  resource  to  maintain  our  currency  upon  a  natural  basis  would  be  the  steadily 
diminishing  gold  receipts  of  the  Treasury  ;  which,  so  far  as  concerned  customs 
revenues,  had  shrunken  to  less  than  four  per  cent,  in  September,  1892,  and  never 
again  rose  above  ten  per  cent,  until  in  the  currency  famine  of  1893  the  hoarded 
.gold  coin  was  forced  from  the  bank  vaults. 

Such  was  the  course  along  which  the  Treasury  steadily  drifted  for  years,  until 
in  February,  1893,  the  outgoing  Administration  by  private  appeal  to  its  friends  se- 
cured some  $6,500,000  of  gold  from  New  York  bankers,  just  in  time  to  enable  it, 
going  out  on  the  4th  of  March,  to  escape  the  breaking  of  the  dam  behind  which  for 
years  it  had  seen  the  waters  steadily  piling. 

As  the  Cleveland  Administration  settled  into  its  place  the  flood  was  still  rising, 
though  not  faster  than  had  been  the  case  for  months  previous.  But  soon  the  actual 
impairment  of  the  $100,000,000  Treasury  gold  reserve  showed  the  water  trickling 
over  the  levee,  and  on  every  side  each  weak  spot  seemed  about  to  give  way. 
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For  years  liquidation  had  been  progressing,  and  really  solvent  institutions  had 
been  contracting  their  loans  and  centralizing  their  resources,  so  that  they  were 
never  better  buttressed  ;  but  the  same  process  of  liquidation  had  drained  the 
weaker  ones  of  their  available  funds,  and  left  them  with  holdings  of  unmerchant- 
able assets,  enormous  in  the  aggregate,  which  the  first  break  would  throw  upon  an 
already  overburdened  market.  The  very  air  was  charged  with  ruin.  In  April, 
1893,  business  failures  reported  by  Bradstreefs  were  905,  as  compared  with  703  in 
the  same  month  of  1892  ;  in  May  there  were  969,  as  compared  with  680  the  May 
previous,  and  by  June  not  merely  had  the  ratio  of  disaster  further  increased  above 
the  average,  but  all  over  the  country,  especially  in  the  West,  the  banks  were  break- 
ing. Up  to  May  9th  the  number  of  bank  suspensions  had  not  been  extraordinary — 
only  eleven  of  National  banks  during  the  preceding  six  months — out  on  that  date 
the  Chemical  National  Bank  of  Chicago  closed  its  doors;  on  the  11th  the  Columbia 
National  Bank  of  the  same  city  and  the  Capital  National  Bank  of  Indianapolis 
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followed  its  example  ;  on  the  16th  the  First  National  Bank  of  Cedar  Falls,  la.,  and 
on  the  18th  the  First  National  and  Oglethorpe  National  of  Brunswick,  Ga.,  and  the 
Evaoston  National  of  Evanston,  111.,  suspended.  Before  the  month  was  over  six 
other  National  banks  had  broken  :  in  June  twenty-five,  and  in  July  seventy-three 
others  followed  suit ;  while  the  mortality  was  equally  marked  among  State  bank- 
ing associations  and  private  bankers,  so  that  by  August  first  the  condition  was  one 
of  panic. 

Then  developed  the  feature  that  will  forever  characterize  the  stringency  of 
1893— instructive  to  those  who  have  not  already  learned  how  immaterial  is  any 
ordinary  supply  of  legal  currency  when  compared  with  credit  in  its  various  forms, 
the  real  currency  of  the  country.  For  years  business  credit  had  been  shrinking  in 
the  United  States— this  largely,  though  by  no  means  wholly,  as  the  result  of  the 
constant  inflation  of  our  currency  by  silver  legislation  at  a  time  when  normal 
business  demands  for  currency  were  growing  less  and  less;  and  now  this  credit 
was  largely  destroyed ;  so  that  each  (largely  in  proportion  to  the  extent  to  which 
his  lack  of  information  left  him  a  ready  victim  to  fear)  preferred  currency  in 
hand  to  any  credit  account,  however  "gilt-edged."  Almost  between  morning  and 
night  the  scramble  for  currency  had  begun  and  culminated  all  over  the  country, 
and  the  preposterous  bulk  of  our  circulating  medium  had  been  swallowed  up  as 
effectually  as,  in  a  scarcely  less  brief  period,  gold  and  silver  had  disappeared  before 
the  premium  on  specie  a  generation  before.  Currency  was  hoarded  until  it  became 
so  scarce  that  it  had  to  be  bought  as  merchandise  at  a  premium  of  \%  to  3%  in 
checks  payable  through  the  clearing  house;  and  to  enable  their  families  to  meet 
petty  bills  at  the  summer  resorts  the  merchants  and  professional  men  of  the  cities 
were  forced  to  purchase  and  send  by  express  packages  of  bills  or  coin  ;  while 
savings  banks  hawked  their  government  bond  investments  about  the  money 
centers  in  a  vain  effort  to  secure  currency.  The  panic  was  naturally  worst  among 
those  of  too  little  financial  standing  to  use  bank  accounts  for  their  ordinary  busi- 
ness, so  that  the  action  of  bank  depositors  but  inadequately  suggests  the  general 
tendency.  But  the  deposits  in  National  banks  alone,  which  had  been  $1,750,000,000 
May  1st,  1893,  were  but  $1,550,000,000  on  July  1st,  and  by  October  1st  but 
$1,450,000,000. 

It  is  with  the  most  striking  result  of  this  situation  that  we  have  to  deal.  It 
involved  an  absolutely  unique  experience — that  of  a  highly  ingenious  and  enter- 
prising people,  inhabiting  a  wealthy  and  civilized  country,  and  brought  face  to  face 
with  an  absolute  necessity  for  the  use  of  an  extraordinary  amount  of  currency, 
at  the  same  time  that  they  were  inhibited  by  law  from  ordinary  sources  of  supply. 

Failure  of  National  Bank  Currency  System. 

Our  laws  provided  but  one  resource — additional  issues  of  National-bank  notes. 
The  National  banks  were  urgently  summoned  to  perform  their  most  important 
legitimate  function — that  of  giving  elasticity  to  a  currency  admittedly  rigid  at 
every  other  point.  The  only  result  was  to  demonstrate  the  worthlessness  of  the 
National  banking  system  itself. 

We  had  had  it  for  thirty  years.  Its  original  aim  had  really  been,  not  to  pro- 
vide bank  note  currency— there  was  a  plethora  of  that  when  the  National  banking 
system  was  established — but  rather  to  starve  the  business  public  into  purchasing 
Government  bonds  as  a  condition  of  being  permitted  to  do  business  at  all. 

So  far  was  it  from  accommodating  itself  to  the  wants  of  developing  communities 
that  it  took  $11  in  funds  free  for  investment  in  any  given  locality  to  secure  for  that 
locality  $9  in  currency.  So  far  was  it  from  expanding  to  meet  the  growing  demands 
of  the  country  that,  while  twenty  years  ago  the  then  outstanding  $340,000,000  of 
National-bank  notes  represented  more  than  45  per  cent,  of  all  our  circulation,  ten 
years  later  the  $3*7,000,000  of  similar  notes  then  outstanding  represented  but  28  per 
cent,  of  our  currency,  and  in  June,  1893— the  latest  date  at  which  conditions  were 
normal— the  $172,000,000  of  National-bank  notes  then  in  circulation  outside  of  the 
Treasury  were  less  than  11  per  cent,  of  our  currency,  of  which  they  had  ceased  to 
be  a  materia]  factor. 

So  far  was  it  from  being  elastic  that  we  had  come  to  expect  a  period  of 
stringency  in  each  year — in  the  late  summer  and  early  autumn — which  invariably 
arrived  ;  while  a  careful  survey  of  the  course  of  our  National-bank  note  circula- 
tion showed  that  the  general"  tendency,  at  first  to  its  increase  and  afterwards 
to  its  withdrawal,  had  absolutely  no  connection  with  present  or  prospective,  how- 
ever certain,  business  demands  for  currency.  National  banks  had  long  since  ceased 
even  pretended  obedience  to  law,  and  habitually  made  discounts  in  times  of 
stringency  in  the  face  of  depleted  reserves.  This  practice  was  possible  because  the 
initiative  was  in  the  hands  of  the  banks,  and  the  Government  had  power  only  to 
punish ;  a  power  which  it  forebore  to  exercise. 

In  the  other  particular,  however,  that  of  furnishing  currency,  the  initiative  was 
ip-  the  hands  of  the  Comptroller.     The  banks  were  thus  powerless  to   break  the 
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law,  no  matter  how  beneficent  might  have  been  such  violation.  And  nothing  is 
more  instructive  than  to  contemplate  the  futile  writhing  and  contortions  of  our 
National-bank  note  currency  system  in  the  strait  jacket  with  which  it  had  been 
pinioned,  and  to  see  the  not  merely  inadequate,  but  positively  ludicrous,  results  of 
is  strenuous  efforts  to  respond  to  the  most  urgent  demands  for  relief  that  this 
generation  has  heard. 

The  increase  of  our  currency  by  additions  to  National-bank  circulation  during 
the  stringency  was  only  about  1£  per  cent,  and  was  far  less  than  the  amount  by 
which  the  banks  of  a  single  city  virtually  increased  it  by  clearing-house  certificates 
alone— little  more  than  half  the  amount  by  which  individual  bankers  increased  it 
tjy  actually  buying  gold  in  Europe  and  shipping  it  hither— and  was  in  great  part 
accomplished  only  after  the  necessity  for  it  was  over,  millions  of  dollars  of  the 
additional  currency  taken  out  being  returned  to  the  treasury  with  the  packages 
unbroken. 

It  was  to  such  a  dead  fetich  that  our  stricken  business  appealed  when  caught  in 
the  panic  of  August,  1893.  Never  was  there  offered  a  more  conclusive  proof  of  the 
self  reliance  of  our  citizens  and  the  superiority  of  business  expedients  over  Gov- 
ernment direction.  Not  merely  by  financiers  in  our  great  cities,  and  by  great 
corporations  experienced  in  handling  such  crises  but  in  every  part  of  the  country, 
witti  the  exception  of  the  far  Southwest,  did  the  people  work  out  their  own. 
salvation. 

Emergency  Currency. 

The  experience  of  August-September,  1893,  was  unique.  There  were  no  gradu- 
ally developed  plans  for  mutual  assistance.  Mutual  helpfulness  there  was  in  plenty 
between  individuals  and  localities ;  but  it  was  in  prompt  response  to  sudden 
appeals  ;  and  before  any  general  systc  ~»  could  De  devised  the  occasion  for  it  was 
over.  Financial  clouds  had  long  been  lowering  ;  but  it  was  within  a  single  month 
that  the  currency  famine  became  general,  its  worst  effect  felt,  such  relief  as  was 
had  extended,  and  the  crisis  over,  with  a  tendency  toward  a  glut  of  circulating 
medium. 

In  other  cases,  nations  or  communities  had  simply  found  themselves  thrown 
upon  their  own  resources.  Our  people  found  themselves  not  merely  drained  of 
currency  but  forbidden  by  most  a.refully  drawn  statutes  to  utilize  the  expedients 
which  would  have  been  most  natural  and  most  effective.  No  civilized  nation  has 
ever  experienced  such  a  currency  famine.  None  has  ever  found  itself  so  fettered 
by  positive  law  in  its  efforts  to  rescue  itself.  None  ever  so  promptly  arose  to  the 
emergency.     Never  was  there  so  prompt  a  return  to  normal  conditions. 

It  is  this  that  I  have  found  a  peculiarly  interesting  study.  Not  that  I  have 
been  able  to  estimate  or  even  trace  it  in  anything  like  full  measure.  One  of  its 
most  striking  peculiarities  was  the  extent  to  which — partly  on  account  of  the  sud- 
denness with  which  it  was  called  for  and  the  promptness  with  which  the  need  of 
it  was  over — partly,  perhaps,  because  everyone  assumed  that  its  use  was  in  defiance 
of  law — the  actual  practice  in  each  locality  was  in  general  unknown  outside  of  it, 
and  evidence  and  mention  of  it  hard  to  secure  afterwards. 

The  specimens  I  quote  are,  therefore,  but  a  few  score  of  the  hundreds  of  cases 
that  careful  inquiry  would  reveal ;  and,  except  in  the  case  of  clearing  house  cer- 
tificates proper,  give  but  a  faint  idea  of  the  extent  to  which  in  all  parts  of  the 
country  this  emergency  currency  sprang  into  being.  They  are,  however,  I  trust 
sufficiently  varied  to  illustrate  the  methods  used  and  the  more  characteristic  sorts 
of  currency — as  distinguished  from  more  strictly  "credit"  expedients — that  were 
thus  called  into  being. 

Clearing  House  Certificates. 

First  come  actual  clearing  house  certificates — new,  not  in  invention,but  rather  in 
the  novel  extent  of  their  use.  Their  office  was  simply  to  extend  indefinitely  the 
brief  term  of  mutual  credit  involved  in  all  clearing  house  settlements.  Contrary  to 
the  general  impression,  they  were  not  used  as  currency ;  but  their  effect  was  to 
add  just  their  face  to  the  volume  of  currency  in  circulation,  by  releasing,  for  use 
outside,  that  which  would  otherwise  have  been  reserved  for  clearing  house  settle- 
ments. So  far  as  the  banks  using  them  transgressed  law, it  was  in  renewing  loans  and 
extending  discounts  when  their  reserves  were  depleted  below  the  legal  limit.  The 
use  of  clearing  house  certificates  simply  enabled  this  to  be  done  with  less  risk  of 
other  than  legal  consequences. 

And  to  the  writer,  not  the  least  interesting  of  the  data  that  he  has  gathered 
in  this  connection  has  been  the  proof — in  instance  after  instance  where  he  has  been 
proudly  assured  that  a  particular  city  had  not  been  forced  to  extraordinary  expedients 
such  as  had  been  seized  upon  in  their  desperation  by  less  favored  centers — either 
that  the  boaster  had  been  saved  by  aid  extended  by  tnose  whom  he  so  patronizingly 
ptties,  or  that  the  self-sufficient  town  had  already  adopted  such  practices  that  its 
ordinary  way  of  doing  business  left  nothing  in  the  way  of  liberal  financiering  yet  to 
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be  exploited.  It  was  to  the  banks  that  did  use  clearing-  house  certificates  in  the 
emergency  that  the  country  owes  its  escape  from  unparalleled  disaster;  and  at 
once  to  anticipate  and  answer  all  inquiries  as  to  the  form  and  use  of  the  legitimate 
clearing  house  certificates.  I  append,  in  reduced  fac  simile,  copies  of  specimens 
from  each  city  where  they  were  used  (see  pp.  345  and  346). 

Denominations  were  as  follows :  New  York,  $20,000,  $10,000  and  $3,000 ; 
Philadelphia,  $3,000  only;  Boston,  $10,000  and  $5,000  ;  New  Orleans.  $500  to  $10,- 
000;  Baltimore,  $6,000,  $3,000  and  $1,000;  Pittsburg,  $10,000,  $5,000  and  $1,000; 
Detroit,  $5,000  only  ;  Buffalo,  $5,000  and  $1,000.  Their  issue,  it  will  be  noticed,  was 
mainly  in  the  Northeast,  New  Orleans  being  the  only  Southern  and  Detroit  the 
most  Western  example.  And  in  each  case  it  will  be  observed  that  use  of  the  cer- 
tificate is  limited  strictly  to  settlement  of  mutual  accounts  between  members  of  the 
clearing  house  association  in  question. 

Other  devices  of  similar  character  were  "Clearing  House  Due  Bills,"  of  which 
the  following  is  a  copy  :  *  exchanges  of  clearing  house  balances,  such  as  are  so 
generally  used  at  Chicago,  that  an  extension  of  their  use  made  unnecessary  special 
issues  of  clearing  house  certificates  ;  and  utilization  of  the  custom  in  smaller  cities 
of  considering  exchange  drawn  on  "  reserve  cities"  as  equivalent  to  cash  in  trans- 
actions between  banks. 


!No.  695. 


Issued  to  Seventh 
National  Bank. 


Number 

695. 

[CLEARING  HOUSE  DUE  BILL.] 
THE  SEVENTEENTH  NATIONAL  BANK. 

Philadelphia 189. . 

Due  by  The  Seventeenth  National  Bank 

To  Seventh  National  Bank 

6.    ! 
£     : 
&     : 
a 

3 

o     : 

O 

This  Due  Bill  is  only  good  when  signed  by  one  and 
and  countersigned  by  another  authorized  person,  and 
is  payable  only  in  the  Exchanges  through  the  Clearing- 
House  the  day  after  issue. 

$ TuoT 

Teller. 

"  Clearing  House  Certificates." 

Next  in  order,  and  in  some  respects  the  most  interesting  of  all,  were  the  notes 
called  clearing  house  certificates,  but  in  fact  intended  for  circulation,  frequently 
issued  by  temporary  committees  of  banks  in  towns  where  no  clearing  house 
existed,  and — though  thoroughly  effectual  for  the  worthy  purpose  for  which  they 
were  issued — a  travesty  on  the  paper  after  which  they  were  named.  The  term 
"clearing  house  certificates"  was,  however,  used,  not  with  the  idea  of  deceiving 
any  one,  but  as  the  only  ready-made  term  that  indicated  the  one  fact  that  the 
public  cared  to  know — viz.,  that  the  associated  banks  of  the  locality  were  bound  to 
make  them  good. 

These  cases  were  practically  confined  to  the  Southeast.  The  denominations  in 
the  cases  noted  were  :  Atlanta,  $100  and  $500  ;  Albany,  Ga.,  $10,  $5  and  $1;  Columbia, 
$50,  $20,  $10,  $5  and  $1;  Chester,  $10,  $5  and  $1;  Danville,  $100,  $50,  $20,  $10,  $5,  $3 
and  $1 ;  Newnan,  $10,  $5,  and  $1;  Rock  Hill,  $5,  $2  and  $1;  while  the  Birmingham 
series,  including  denominations  of  $1,000,  $500,  $100,  $50,  $10,  $5,  $2,  $1,  50c.  and 
25c,  merits  special  commemoration  as  the  most  frank  and  comprehensive  cur- 
rency system  supplied  by  the  associated  banks  of  any  single  locality  (see  pp.  347, 
£48,  S49  and  350). 

Certified  Checks. 

Another  expedient,  favored  in  all  parts  of  the  country,  was  the  sale  by  bariks 
of  certified  checks  against  themselves  for  currency  denominations  which,  when 
signed  by  the  purchaser,  were  used  by  him  as  currency.  The  few  given  are 
illustrations  of  hundreds  of  instances  which  seem  to  have  been  pretty  evenly  dis- 
tributed in  all  parts  of  the  country  except  the  Southwest  (see  p.  351). 

Pay  Checks. 
Most  generally  used  of  all,  however,  were  pay  checks  in  currency  denomina- 
tions, which,   in  scores  of  manufacturing  towns,  mainly  in  the  Northeast,   but 

*  A  person  presenting  one  or  more  large  checks  for  payment  at  the  counter  of  a  bank  member  of  the 
Clearing  House  Association,  in  the  ordinary  course  of  business,  would  receive  for  the  amount  of  such 
check  or  checks  one  of  these  due  bills  signed  by  the  paying  teller  and  countersigned  by  one  of  the  officers. 
In  issuing  the  due  bill  the  teller  would  ask  the  party  what  hank  he  desired  to  deposit  the  due  hill  in  and 
woul.l  insert  after  the  word  "to"  the  number  of  that  bauk  in  tne  Cleariug  House,  or  if  no  particular  bank 
should  be  named  the  word  "  banks  "  would  be  inserted  after  the  wo-d  "  to."  Occasionally  a  due  bill  might 
be  drawn  to  the  order  of  the  party  presenting  the  checks,  but  that  seldom  occurs.  It  will  be  noticed  that 
the  due  bill  is  intended  to  be  deposited  in  some  one  of  the  cleariug  house  banks,  from  which  it  will  reach 
the  issuing  bank  through  the  exchangee  of  the  following  day. 
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largely  in  the  "West  and  Southeast,  were  the  only  currency  that  was  available  for 
weekly  payrolls  and  cash  purchases  by  wage  earners.     (See  pp.  352  and  358.) 
Miscellaneous  Expedients. 

In  addition  to  these  well  defined  classes,  there  were  others  so  varied  that  but  a 
suggestion  of  them  can  be  made  here — negotiable  certificates  of  deposit ;  ninety- 
day  and  other  short  time  paper  in  currency  denominations,  with  and  without  in- 
terest; bond  certificates;  grain  purchase  notes;  credit  and  corporation  store  orders; 
improvement  fund  orders  ;  teachers' warrants  ;  shingle  scrip  ;  specimens  of  each  of 
which  are  given  below,  and  which  are  noteworthy  here  as  the  adaptation  to  use  for 
general  circulation,  by  issue  in  small  currency  denominations,  of  paper  devised  for 
other  and  widely  differing  purposes.    (See  pp.  354,  355  and  356.) 

The  foregoing  will,  I  trust,  have  indicated  somewhat  of  the  resourceful  vigor 
with  which  we  met  a  sudden  demand.  And  the  result  was  as  creditable  as  was  the 
promptness  with  which  our  people  arose  to  the  occasion. 

The  Course  of  National  Bank  Currency. 
But  the  performances  of  the  National  banking  system  turned  tragedy  into 
farce.     The  table  which  I  now  quote  is  itself  a  conclusive  exposure  : 


National-bank  notes  outstanding  '■ 


Surplus  reserve  in  New  York  banks,  week  ending- 


June  1,  1893 $177,164,254 

July  1 ,  1893 178,713,872 

August  1,  1893 183,755,147 

September  1,  1893 198,980,368 

October  1,  1893 208,690.579 

November  1, 1893 209,311,993 

December  1,  1893 208.948  105 

January  1,  1894 208,538,844 

February  1,  1894 207,862,107 

March  1,  1894 207.479,520 

April  1,  1894 207,875.695 

May  1,  1894 207.833,032 

June  1,1894 207.245,019 

July  1,  1894 207,353,244 

August  1,  1894 207.589,066 

September  1,  1894 207,592,215 

October  1,  1  94 207,564,458 

November  1,  1894 207,565,090 

Decemberl,  1894 206,686,337 

January  1,  1895 206,605,710 

February  1,  1895 205,297,571 


June  3,  1893 $20,987,500 

July  1,  1893 1,251.726 

August  5,  1893t —14,017,800 

September  2,  1893t —  1,567,526 

October  7, 1893 28,628,725 

November  4,  1893 52,013,450 

December  2,  1893 76,096.900 

January  6,  1894 83,796,650 

February  3,  1894 111,623,000 

March  3, 1894** 75,778,900 

April  7,  1894 80,797,970 

May  5,  1894 82,808,150 

June  2,  l894 77,965,100 

July  7,  1894 ,  72,134.725 

August4,  1894 69,053,700 

September  1,  1894 65,820.825 

October  6,  1894 59,450,950 

November  3,  1894 63,204,275 

December  1,  1894*** 52,820,800 

January  5,  1895 35,862,050 

February  2, 1895 86,751,500 


*  Including  those  temporarily  in  the  United  States  Treasury  and  sub  treasuries. 

**  After  $50,000,000  loan. 

***  After  second  $50,000,000  loan. 

t  Deficit. 

.June  1,  1893,  there  was  a  surplus  of  about  $21,000,000  in  excess  of  legal  reserve 
lying  in  New  York  banks  awaiting  investment,  and  the  amount  of  National  bank 
•currency  then  outstanding  was  about  $177,000,000.  During  that  month  the  surplus 
reserve  in  the  New  York  banks  decreased  to  $1,250,000,  while  the  National  bank 
notes  outstanding  increased  to  $178,700,000.  August  1,  the  bank  funds  were  drained 
$  14,000,000  below  their  legal  reserve ;  the  demand  for  money  to  move  the  crops 
was  increasing,  the  stress  was  almost  a  panic ;  yet  the  National  bank  currency  had 
increased  but  $5,000,000.  September  1,  the  situation  was  improving,  and  the  deficit 
had  fallen  to  $1,500,000 ;  and,  now  that  it  was  less  needed,  the  National  bank  note 
•circulation  began  to  expand  rapidly  and  stood  at  $199,000,000. 

October  1,  the  deficit  had  turned  to  an  embarrassing  surplus  of  $28,000,000;  but 
the  National  bank  currency  expansion  was  as  hard  to  stop  as  it  had  been  to  start, 
and  aggravated  the  plethora  by  an  increase  of  $10,000,000  during  September — on 
October  1  standing  at  $208,700,000.  November  1,  the  idle  funds  had  increased  to 
over  $50,000,000,  but  the  National  bank  issues  were  still  expanding,  standing  on  that 
date  at  $209,300,000.  December  1,  the  unused  surplus  had  risen  to  $76,000,000,  but. 
the  National  bank  circulation  had  contracted  less  than  $500,000.  January  1,  1894,  the 
banks  had  $80,000,000  more  than  anybody  wanted,  but  the  National  bank  issues  had 
remained  stationary  for  three  months  at  above  $208,000,000.  By  February  1 ,  the  sur- 
plus seeking  employment  had  risen  to  $110,000,000,  while  the  National  bank  note 
circulation  was  still  about  $208,000,000;  during  February  the  $50,000,000  loan  to  the 
Treasury  was  floated,  the  most  of  which  was  taken  from  this  surplus ;  yet  it  stood 
on  March  1  at  $76,000,000;  on  April  1,  at  $81,000,000;  on  May  1,  at  $83,000,000, 
and  meanwhile  the  National  bank  currency  had  remained  stationary  at  about 
$208,000,000. 

In  June,  1893,  therefore,  when  there  was  the  greatest  demand  thatthis  country 
had  ever  seen  for  currency,  the  National  bank  issues  constituted  a  smaller  percent- 
age of  our  total  circulation  than  at  any  other  time  except  during  the  preceding 
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year  ;  the  almost  frenzied  efforts  of  the  National  banks  were  utterly  futile  in  bring- 
ing material  assistance  until  after  the  crisis  had  passed  ;  and  the  result  of  their  at- 
tempt to  aid  us  has  been  to  keep  an  increased  volume  of  National  bank  currency- 
outstanding,  while  the  amount  of  unemployed  currency  was  greater  than  it  haii* 
ever  been  before,  at  the  highest  point  it  has  reached  for  five  years.  And  this  is  not. 
all.  The  law  permits  but  $3,000,000  contraction  monthly  in  any  event.  It  will  not 
be  possible,  therefore,  to  get  back  to  a  normal  basis  before  the  annual  stringency 
due  next  September. 

ResuLTS. 

Throughout  New  England,  so  generally  that  it  may  be  deemed  to  have  charac- 
terized its  manufacturing  centers  ;  in  so  many  portions  of  the  South  that  it  might  be 
considered  general  there  ;  in  the  West  and  in  th«»  Northwest ;  sporadically  in  the 
Middle  States,  the  necessity  for  local  currency  developed  at  once  a  supply  of  it  j 
and,  where  this  was  not  the  case,  from  city  after  city  comes  the  word  of  how  unfortu- 
nate were  those  who,  not  assisted  by  the  enterprise  of  others,  had  none  of  their 
own  to  fall  back  upon.  There  is  one  general  exception  to  be  made — an  exception 
which,  however,  proves  the  rule.     It  is  this  : 

To  the  precise  extent  that — cither  by  the  use  of  clearing  house  certificate* 
within  the  law,  or  by  the  violation  of  law  in  continuing  discounts  when  their  re- 
serves were  depleted — the  banks  of  any  section  thus  met  the  emergency,  their  cus- 
tomers and  the  community  dependent  upon  them  were  relieved  from  the  necessity 
which  so  generally  came  upon  others  of  providing  a  special  local  currency.  It  was- 
the  New  York  banks  that  .issued  the  greatest  amount  of  clearing  house  certificates, 
and  at  the  same  time  continued  to  assist  their  customers,  even  while  their  reserves- 
were  depleted ;  and,  therefore,  it  was  in  the  neighborhood  of  New  York  and 
her  own  great  manufacturing  establishments,  in  those  of  Newark,  of  Brooklyn, 
and  of  Long  Island  City,  that  it  was  unnecessary  to  look  further  for  a  supply  of 
the  currency  they  needed.  The  same  was  the  case  in  Philadelphia,  Chicago,  Bos- 
ton and  their  neighborhoods,  in  each  of  which  cases  either  clearing  house  certifi- 
cates, or  loans  of  clearing  house  credits,  enabled  strong  banks  to  aid  weak  ones.  But 
in  every  case  where  the  associated  banks  of  a  section  were  not  in  a  position  to 
supply  the  lack  of  currency  or  obviate  the  necessity  of  its  use,  individuals  and  cor- 
porations were  compelled  to  do  this. 

In  this,  way  after  the  machinery  so  carefully  adjusted  by  Government  had 
utterly  failed  to  work,  the  business  common  sense  of  our  people  readjusted  its  fi- 
nances ;  and  in  every  part  of  the  land  business  started  up  again,  manufacture  con- 
tinued, the  laborer  received  his  hire,  and  the  merchant  disposed  of  his  goods.  In 
not  an  instance,  so  far  as  I  have  been  able  to  learn,  did  any  community  find  any- 
trouble  in  the  use  of  what,  in  the  absence  of  all  restrictive  laws,  would  have  been — 
and  what  in  defiance  of  them  actually  was — a  perfectly  natural  bank-note  currency. 
The  whole  American  people  promptly  accepted — each  locality  upon  its  knowledge 
of  the  conditions  there — the  paper  of  individuals  and  institutions.  And  as  a  result 
of  this  experience— most  widespread,  and  had  under  conditions  least  favorable  to* 
security  other  than  the  integrity  of  those  who  issued  the  notes,  and  the  intelligence 
of  those  who  were  asked  to  accept  them— there  was  not  a  single  dollar  lost. 

Such  was  the  honorable  record  of  the  emergency  currency  of  1893. 

HOW    RELIEF    CAME. 

By  September  1st,  1893,  the  passage  by  the  House  of  the  repeal  of  the  purchas- 
ing clause  of  the  Sherman  Act  had  both  stopped  inflation  and  quieted  the  worst  appre- 
hensions ;  and  to  $30,000,000  additional  national  bank  currency  and  the  volume  of 
the  emergency  currency  noted,  which  can  be  but  vaguely  estimated  at  $£0,000,000, 
was  already  being  added  the  $40,000,000  of  gold  which  had  been  purchased  in  Europe 
for  import  hither.  The  panic  collapsed  as  suddenly  as  it  had  been  blown  up  ;  and, 
with  dull  business  conditions  for  a  year  to  come,  the  currency  proved  excessive. 

With  accession  of  confidence  among  the  masses  the  petty  hoards  were  returned 
to  the  savings  banks  or  paid  out  to  merchants,  and  by  them  used  to  swell  their 
bank  credits  ;  so  that  from  $1,450,000,000  in  October  1,  1893,  the  aggregate  deposits 
in  National  banks  alone  rose  to  $1,529,000,000,  December  19,  1894;  $1,586,000,000, 
February  2,  1894;  $1,671,000,000,  May  4,  1894;  $1,678,000,000,  July  18,  1894,  and 
$1,728,000,000,  October  2, 1894.  The  emergency  currency  gave  no  trouble.  By  the 
process  of  natural  redemption  it  disappeared  so  promptly  that  before  the  end  of 
the  year  specimens  became  curiosities. 

Such  was  the  crisis  of  1893,  a  situation  brought  about  by  the  wanton  interfer- 
ence of  Goverment  with  business  not  its  own ;  aggravated  by  legislation  which 
had  to  be  broken  before  the  people  could  help  themselves  ;  relieved  by  enterprise 
overriding  and  evading  restrictive  law  ;  and  turned  into  a  theme  for  the  gayety  of 
nations  by  the  grotesque  exhibition  thus  afforded  of  how  depraved  was  the  elabo- 
rate bank  note  currency  system,  upon  which  had  been  lavished  so  much  of  thankless 
labor.  ~\ 
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Nc—J&fo _ 


Loan.  Committee  of  the 


$5000. 


Bankers  Association  of  Buffalo. 

{This  Certifies  that  the : 

has  deposited  with  this  Committee  securities  in  accordance  with  the  proceedings  of  a  Meeting  of  the 
Association  held  January  22nd,  1890,  upon  which  this  Certificate  is  issued.  This  Certificate  will  be 
received  in  payment  of  balances  at  the  Clearing  House  for  the  sum  of  Five  Thousand  Dollars  from  any 
Member  of  the  Clearing  House  Association. 


On  the  'surrender  of  this  Certificate  by  the  Depositing 
Bank  above  named  the  Committee  will  endorse  the  amount 
as  a  payment  on  the  obligation  of  said  Bank  held  by  them, 
and  surrender  a  proportionate  share  of  the  collateral  securi- 
ties held  therefor. 


• — ; 
•  • 
'•*■ 


$5000. 


-t! 


fftfif  is  fa  @*r%: 

JZ./dA  .  


Baltimore  Clearing  $ou»t, 

3Um«,, • 


jU  -y  .„/.«/ 


4L 


./**. 


•<6m^UU~    .//JM 


-«^t/«/  /y  ...JS5.~<L  „.  4L  <6.y  */„ 


cf/~   <$.,/jfiem/,  v-uPA  ,M,^f/^,t  //,  ,„.,  y  BIX    TBOV8JMD    DOLL  A  MB.    ««*&.,/ 

$6000.  r,  . , _. ftiuigir. 


.*$€• LOAN    CO  MM  ITT  BE  f&i&W-  \  M 

OF  THE  |H 

flew  ©deans  Clearing  Ibouee  association. 

tfflw  (faeanj, . . ,    /o°f        Wt 

ghis  Certifies,  &&*  *4e 1 

Act*  aeAotiteatoitti  me  vommtftee,  •S'ecuiitU'ei  in  accoir/ance  wM  Me  Aioceetu?tai  of  ffi 

a  mee&na  of  Me  <J&iocia/ion ,  need ;  t*/ion  wuicu  THIS  CERTIFICATE  Wt 

/j  tJMca.     %Jnt<i   (oei/t&cate  um  4m  leceived  en  Payment op*  frcuancei  iejuatny  nom  ml* 

the  exenanye*  at  Me  (oteaic'ny  tgbou4e,H>t  M^e  ium  a/ . _ &S. 

nem  any  memvet,  pM*  Cleabinq  House  Association. 

C\W'n^'r£^'*'"ZSj-'^e.^S~/.~y^^ 

*.    .  ■  ■■  m ,-U,  ,tt  ^!^Z/,  SX-rrf.  -r  ____________________ 
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Atlanta  Clearing:  House 

Association  Certificate, 


ATLANTA,  <JA 
tngjhe  Atlanta  Clear* 

arm 


Mem  hum   I : 


/n  lawful  marled  of  thi  M"f7'  '  W  *  *# J*»W«*N  '  fJ*J  W^Py       r(  fWiP/ 

/Mi/erf  /»   joektfflpA   MiiAlie\atJt*dlng»   kf-^mehuuf' of~~ii} 

August,  /«93,  .onrf  «/(«  6«  rteelved  on  Dopout  or  In  payment  of  debt*  due  any  Bank  In  told  Clearing  Hoist. 

"-**  al.  *  J  ^      ^  S  a  «*V 


jmmmmmmmmmm.^^ 


Ho.  J. - 


fetaAh  €itete$  |m»  Itesihlbti 


CERTI] 


;.A.rrE:. 


50 


COU»MBIA,  S.  C,  August  19th. 
This  Certifies,  that  the  Banks  composing  the  ".COLUMBIA  CLEARING  HOUSE   ASSOCIATION."  fj 
have  deposited  with  the  undersigned  Trustees  of  said  Clearing  House  Association,  securities  of  the  approved  value 
of  Seventy-Five  -Pfo  Dollars,  to  secure  to  the  bearer  hereofape  sum  of 

-#^FIFTY  DOLLARS—^ 

lawful  money  of  the  United  States,  payable  on  or  before  the  Firsi  day  of  January,  1894. 

This  Ortlfloate  ti  Issued  In  accordance  with  iho  proceed!**  of  the  "  COLUMBIA  CLEARING  HOUSE  ASSOCIATION." 
at  a  meeting  thereof  held  on  the  19tb  day  of  August.  1893;  andXJ  receivable  for  any  and  all  dues  to  the  Banks  which  are  mem- 
bers  of  aald  Association,  and  Is  also  receivable  on  deposit  II,  any  of  said  Banks,  and  also  in  settlement  of  all  balances  due 
from  one  of  said  Banks  to  another. 


COUKTEB3IOSBD, 


ite 


Trustees. 


t^rifr^riiaK^^ 


rrilrrfrnBtnf^ifrr^ifTimfTff^i^ifi'^TT'ini^irT^fTrT^ 


mmm  mm  mmnwrni 

ftus  t>n*i/fc*.  0fr///AsfiiwtikTH)>i*LlfatH  *ReenHtut$CjuuilJu  Sumtes  8m •*f(oet<Hm.6C  Atur 
tiflMftHt '  art/,-  //t/j'ffv/tMr/frf  jrrtf/fYf'rJ  en  /rr<e-tr/e7?i<r  u-if/  f/is /trtrsrs/snj/y 
f/ tr  /n/r/f /<y  s/'//»r.it<iJrrfert'tr/e.  AtMJfyMrM/frt  £  ¥*fCZJ!  ///tret  'erf/*-/) /fat 
f+ttfyrrnt*'  titJJ/ec//.  ///ied  fartytrfitf  //  't/f  St  /Tree/  re/  <// ///ft/Mr/)/  c/tn/einerJ. J 
et/Me  ySfny**?  %*r/jf/r/'  Ms  Jam  //' 

FIVE  SOXiXiARS 
//rv/t  ee,,y  Mf '///y/Q  ft*  Cle^^wous*  ASS&g'*7^.0* 

ftl  (A*  «//tvM>/  t/ Mri'*r*fy>r;/r  />  <*<"  •/'/" ;/6>i</    A; ,Xj  rrCrre 

rfi<4-rj*  mm  /rmt**n/  mi  *  Jmftmrmf  r*r  /£*  revtt/*rf'i-H  , 


t/m/vHi'iu./,  *>~"  y  f*r  rrcY*/r'»<  +r»/*fi,4  eteAe  /A,,;/, 


Countersigned  bit 


vfHvviw  '"' 


■riW  J#Wm&  /.r/i/  f>/  «m 


'•>~- 


.$1®.@®.  CTJEARIITO   CERTIFICATE     J|£©. 

Danville,  Virginia,  August  14th,  1803, 
Any  of  the  Banks,  whose  names  arc  printed  below,   will   -pay  to  bearer,  on  demand, 
TfiN  DOLLARS,  ninety  days  after   the  above   date,  with  interest  at   the  rant  of  0  j>er  \ 
Cent,  per  annum. 

THIS  CER  TJFICA  TB  is  negotiable  and payable  at  any  of  t nose  Banks. 

Inttrtit  will  cease  oo  days  from  tht  above  named  datf.      Thi •payment  of  this  certificate  is  secured  by  Ine  combined  capital  of  these 
■    Banks;  also  by  collateral  wrth  one  third  more  than  all  the  certificates  issued. 

The  folloxving  6  Banks  are  formally  bound  for  tin  payment  of  this  paper:     Planters  National  Bank;  Commercial  Bank;   . 
[  Merchants  Bank;  Vanville  Savings  Bank  Loan  and  Improvement  Co.;  Border  Grange  Bank;  Citiirns  Savings  Bank. 


!  • 


StC'V  »HD  TAIAS  OF  TMt 


•  • 


•         •      • 


Wkfirl^r  or  Th^ssoaM-iON. 
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21 $1000. 


^irmitxgtam  Cleaving  Jtanse  Of  certificate, 


£$i 


iltmnaAarn, 


■>y 


rS$,J. 


|i#  ^urU^Ki?  //^//A 


nf    J&*   \%£ni&<^  J3^6i/ei;     /uiua&Ce-  ac^a-ny  (tine,  ajz/e-i  ni-ne/j?  OauS  /ie>tn  aaie-  6elcof. 


C^M^wi/.. 


■■■■mBBBganaBBBBMl 


i ALBANY  CLEARING  HOUSE  CERTIFICATE.  $|Q 

ALBANY,    -    -    •    -   CIORCIA.  ^•F    *    ^^  " 


THIS  CERTIFIES, 


Qa.,has  deposited  with  the 
for  the  paj  me  nt  of  (he 


Albany,  Gu.,  Jugicst  £9th  1893. 

ST  NATIONAL-  BANK,  -  "«* 

*  of  the  Albany  Clearing  House,  securities  of  the  >alue  <tt  Tmtu\j  Dollar* 


N  DOLLARS 


To  said  bank  or  bearer  In  lawful  money  of  the  United  Stoles,  at  Six  Months  from  date,  or  earlier,  at  optloo  of  said  bank. 
But  no  Certificate  is  to  be  issued  bearing  date  later  than  January  1st,  18»L  This  Certificate  will  be  rectited  On  deposit' 
by  any  bank  or  banker  belonging  In  the  Clearing  House  Association  of  Albany  at  par  nt  any  lime  before  its  maturity. 

...Sec'y,  ,  _^_ Pr**/». 


^^WNANCLBATUNGHQUSE    jSi^l 


ASSOCIATION  CERTIFICATE. 
NEWN/kN,  Georgia. 


HIS  C£HTIFI£St  That  >*•  S*»i$  eompoiinf  th,  tomnam  during  Houtt  fllllflftil. 

,alu,  of  ffPftTWtlMfr  to  $ooTo\offn\  »X-.r  itr.of  A  ,«Xj,  (O.  tarn  •/ 
TBI*  D b  I,  JlR  4\J  lawful  A*+  LA,  aMtf^V^U  iZ^'"-*  '*• 
firti  day  mJam&),  Pill  This  WoWifiemM  /MH«M4eeWJtlcMKflFa  VWolution  of 
taid  Claaring  flouta  Attoeiation,  and  mill  b»  rocoirad  an  dtpotit  ar  in  pa/mont  of  dtbti  duo 
tithtr  Bank  in  said  Clearing  Houit. 


G^eske*  Gleartng  ffeus*  vflsseeiallen  $1.00 


dlBtiyiOilTB. 


CHKSTEft,  ?.  C. 


1891  v 


If 

\r«  <lepo«ite<5  *Trh;  the  nMoraigne4L  TnisUio* 

pro*-*!  Vttm of  TwoDollaw,  lo  secure  to  tlie'be*j;j*  kereof  the'snm  of 


ank»  composing  thei 
e4L'J'i 


CIIESTKR  CLKAKIMO  lJOXli&Afi&OO&ffatt* 

of  tail  Clearing  House  As»ooisni«m,  sx^rtti^  «Vfc£«f 


ONE    DOLLAK    __ 

payable-  on  or  before  four  month*  aftor  date. 
Rmqi 
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ssaEsssa^aacs^aESEsa^asEss 


No.     423  $100.0C 

girraiwgfram  Clearing  ^fcauzt  Certificate. 


^vn^ny/a^,  €*&.. 


^ip  §  crtifi^  a&sis. 


'ny4am,    <@#2z.,  <£*<(  ttyetifed ' tui^A  6Ce  umUii<yne</  '-^ommilMee  pf/n+   Wti-mtnyAatn 
^/cai^ny  <^&«*e,  ^u&a  t>  S&  ««*A^<^  &£&**  fr&*^4  ******  &    ^  &«*+ 

a/'  /4e    vM>u^ci/  J^Sa/eij      Aaya6&  «/  any  fohf  afle*   tun*/*  t/<iyi  /torn  aa&  A*i*ef. 

Qffl<A(^*ptyZi>*Je.uM4c6*  Ucei'vc</on  a/eAe4cf<Gy  any  ffian6p\sQ8amde>l  off)i*  ^ffUmtnyAam 


Ijis  CSfrrtiflrs  J&t/M* 


wvx.<x^wivM^MVaLX*i^x: 


&£» 


/tayane-jH  arty  (f/rur  /iftfl  //frr-rsy  /rfayV  f/vrsi  siwi -&<lee]/. 


Co  uh  re/tsi6n£o 


*5« 


CouNTttSlONtO 
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Countersigned 


c^sHieif. 

>ooooooooeoc 


PSA-- 


764a 


lift 


VrHfWft^tf/^ 


yy/teJemap      ©i^NfE;    J3>  @  IUiIa  AH    tjmJa^me/j9mm^  .^l^^^'- 


Countersigned. 


Cashicr 


CamwHee: 


fefUl1^1  aft***-'** 


t^iMssfcd 


iltteV/of   the' 


pf  BJntttrtghew^AW^  ha* 'deposited  ^Wlth  *he  underslgr^-Commttte*  at  the; 
BirrnWW^fcTearTijg  Hbiiei  securities  ;tO  the  "value  of  ONtTTtoLLAR,  fSe>cure.to. 
(he  bearer^eVedf  i  *he-  p*ymehtef  -the  WHO  --of  FIFT*  QEMT&>i\h lawful  «H>ns*r.J 
of  the  Unltotf  States*  payable  at  any  time  aftaf  nfriety  dayii  from  datetiereof.  ♦»*.., J 
'  «  Jhia*  CeVtJflaata  Will  be'recefved  oh  deposit  by  any„  Bajrik  jor  Banker  QT  the] 
Birmingham  Cjearth*  H*>!*»* jl^^-v-  -1 "  &  ■  '  ' 


(>toi-.,-»-4Vi;4>V^i>44il^^^fc-J^'«'fc-e^« 


jyfl 


DiRnmoHun  cuuwnq  house  wnricmre. 


,.»..  7274 


Birmingham,  Ala 


2Go. 
•693; 


1 


L~— U~J  £tlU  fctvtitt**  that  the. 

4  of  Birmingham,    Ala.,    has   deposited    with    the    undersigned,   donvrofttaa 
Birmingham  Clearing  House,  securities  to  the  value  of  FIFTY  CENTS   to  a* 
the  bearer  hereof  the  payment  of  the  sum  of  TWe,ltTY~FtVK  CK*TS.  m 
money  of  the  United  States,  payable  at  any  time  after  ninety  days .fimji  d*W 
This    Certificate  will  be  received  op  deposit  by*  any  Barrtc 

I  Birmingham.  Clearing  House  at  par^_^         *  <&£.* 


o?f ?hi ! 
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.1893. 


Little  Rock 


.Exchange  N 


^rcional  E 


Bank 

• 


PAY  TO  BEARER 

5j_  DOLLARS. 


&&f%G>jftJ>L 


(I 

1 

Mi 
} 


$5. 


Buffalo, 


i«M. 


Woi352     MARINE  BANK 

Pay  to  Bearer  FIVE   DOLLARS  through  the  Buf- 
falo Clearing:  House  and  charge  to  pay-roll  account  of 


Certified  by 

The  M*rin«  Bank  o«  I 


•  « 


til 


•  •  • 

•  •  • 

»     -» ft. 


no.11801 


Danburv,  G°nn..  geptember  8tft,  1898. 


«  J  I  J  I  ©emfcwjj  Rational  BanB. 


PHY  TO  THB   BEARER 


H! 


■S  yiV)C  D8LLPCRS, 
g       ' 

I 


$5.00 


VEfiErqEX'T7mZ' 


%yA*  CjtuaeS  S(oc9t^c   V  'aJcorutd  ixj<i'n& 


4k 


P.  4 


it 


Mrt- 


B  1 


Jfc5^- 


c/&.— 1251 — 


2        /    5-00 

^~or  bearer,    r  mmmm. — ~— •» 

==■—  .Mod*** 
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^      flJ    P«Y    ROLL     ACCOUNT. 

t~su,y.  AL/n~~*J%  £  «;«««a^V  New~  Bedford  Manulacturiag  Co. 

OJ     JL> 
"Op  //><•  Mafional  Snn^  (»/  CSi/nW 


.'•A 


Aug.  10, 1893      ^flg     ,  q/fcPnoi 


Payable  only  through  ^  Ten 


Wearing  House. 


SOCIAL  MANUF'G.  CO. 


KulM^ 


^Ly^  ^L^%^ 


mnsm 


JVn   2001  ^Hartford, conn.  C\mJL+  M93 

CityBankof  Hartford. 


PAYABLE  THROUGH  HARTFORD  CLEARING  HOUSE  ONLY. 

THE  hART^ORD  CYeLE  (?o. 


rrjoRD  c^YeLE  G?o. 
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i 

E 


$10.00 


To  either  of  the  MERCH 
i  deliver  to  the  Bearer.  GOODS 
XB5K    DOLLARS    a 

Collected  by  any  Bank  in  Tow 


North  fldarns.  Mass..  August  1,5.  18Q3. 

MEN  of  North  Adams,    Please- 

R  MONEY.to  the  value  of 

ill  be  received  on  Deposit  or 


ARNOLD  PRINT  WORKS. 


Treaa. 


w* 


No. 


SWIFT  MANUFACTURING  CO. 


%t 


$1 


lP&£$r-..  top  BE  A.  3E\.  El  3R. 
OHB   DOLLAR    U  SWIf?    JJSRCg  AIDI8E  at    ReUU. 


$1 


To  6.  ft.  WILLIAMS,  Pm. 

SWIFT  ft FB.  &.. 
JjU  ||  COLUMBUS,  64. 


rm,na-    n 


<>(C**l>^//q. 


'CLC£ 


M 


%s^ 


&£rtA***fc 
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ttt 


TheMiddle  Georgia  Bank, 

or  catOnton,  ga 


1  C^A9_°„ 


-Off) 


P£C£/MBLE/*TJAft'  {/ME /V/?/UL  0££rSDU£  7H/S  SUM. 


& 


THIS  IS  TO  CERTIFY,  That  there  has  been  deposited  in  this  Bank  FIVE  DOLLARS,  payablctothc  bearer 

OlTHIS  CERTIFICATE,   IN   CURRENT  FUNDS     FOUR     MONTHS   FROM    DATE. 

Cmattanoooa.  Tenn.  Aug.  19,  1893.  SOUTH    C  H  ATT  A  MOO  QA~\  SAVINGS    B/ 


ANY   DEBT  OR   OBLIGATION   TO  THE 


This  Certificate  will  be  received  on  deposit, 

FIRST    NATIONAL    BANK,                  ^^yjfJgj?ITI2ENS  BANK  &  TRUST  C( 
THIRD    NATIONAL    BANK,           mfO^rVIEHL,  PROBASCO  A  CO. 
CHATTANOOGA  NATIONAL  BANK^^P^  CHATTANOOGA  SAVINGS  BANK, 
SOUTH   CHATTANOOGA  SAVINGS   BANK. 

This  Certificate  is  seoureo  sv  the  deposit  of  approved  securities  in  the  hands  of  T.  G.  MONTAGUE,  Pres- 
ident First  National  Bank,  as  custodian  to  ooub'-  the  amount  all  such /Certificates. 
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lft*a 


Mount  VEftivfoty  Shingle  Script. 


£ 


shipment  of  shingles  ma^ie 
has  been  assigned  to  jpe.rOj 


**^j  ..,,..  .-f.fvr  Order 
_  Dollars,  to  be  paid  out  of  the  proceeds  of 

: .W ..„ .   l«g,  by  said    /Jp4JCaJ.^^C 

_being  Car  No.  +A  A  .?  «/. .  T.  — KB. . . .  .containing 


^^w^housand  of  Shingles,   the  shipping  bill  of  which 


i  bilHctal  uld  ■ 


ftimanu,  uiAH  amounting  to  7S  par  unl.   of  the   purcha.e  prio*  o(  Mid  .higgle..      My  liability 
and  In  oajfe  leu  than  ui)  74  par  cat    li  rewired  by-m«,  then  thla  obligation  to  be  paid  pro  rata 

^^^JyC^CcSi  .£  .^^>VS__Trustee. 


Mmm  9**i\        SEP  18  Ifljft  jb.  115 

*18P 


©jr  SirasunT  itf  swift  Cttg  ttrill  p|.fl;fc 

[X&MmsS      O  Nirl       ad  L-LA  R    %       '     i ^_ 


/**>*  »»  nuanc  Avowr  ytvmt*'  rmi*r.Hm*r\tHttA  am 

/hulk  Stmt  "IHP/tOVSAfCNrnfM 0»  fwbnrt. 


Stmt  to  320./M  South  of  Uu  CtnterJitu^fSmOh  iUmfy 


^\vmmm  vmm  mmw  %m&*K 


■    IX  J      1M»I  I     YiC  *» 


w.f t  fyr&jm  9Wtorwm>1m  wnamma  <&  &#*  mm  w&ti 

Minneapolis  &Northern  Elevator  Co. 


vwff>t,> 


fr-M>.frt>.*»^»<M^.».tt.tt.i^i»^ 


Wim^WmimM^  WSM^Wti^ 
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.'. ;'  THIS'  IS  TO  CERTIFY  that  the  Bearer  istmc  owner  qf  ONE  TWENTY  IWOUJaNdYh  ••. 

[1-20,000]  OF  THE  INTEREST  BEARIM?  SECURITIWNPW  In'tHE,  MANOS'OF  TBfe  JfitiSTEffes 

fob  THC'iMKpv^is  ofThc'jomnSom  Companv>Kp  thIt  out  or  THE  PRCfCtEO'S  'Of  SUCH 

BONOS  THE  TRUSTEES  WIVLPJlV  10  THE   SMSfS  AS  SUCH  CERTIFICATES  AR«'  MAR*KrTE0,  - 

•  ■  This  Certificate  IS  ONE  Or  an  issue  PfTWENTY  THOUSAND  DOLLARS  (S  ao,OQ<MJp"  J  THAT  .'■ 
being  the  market yatue  or.the  approved  secufhty.cf which  this  is  an  evidence  of  part* owner-' 
ship  The  evidence  of  the  ownership  cfsjch  securities  is  in  the  form  ofaTrustees  Certificat:/, 

WHICH  HAS  BEEN- OEPOSITED.  FOR  SAFE  HltmHGWlHmfC/TrZeMSMnOWeMrfQfjP/flSTOW; 

•>■  Should  the  proceeds  ofthesaucf  suin  Certificates  yielo  more  than  the  r«t  value,  orTHU'- 

CERTIFICATES.THE  SURPLUS  WiU.  BE  DIVIDEO  pjo-RATA  AMONO  THE  HPLDERS  HEREOF.    '">  *•.■  i"; -' "  ', '.-. :>■ " 

Mill  1 1  hi mill I HH 


mm 

fl|;;j 

S& 

& 

III 

3i 

8| 

Sri 

^|i 

^^^^^ 

GAaUaneega.  fftnnn,*t, X — ^ ««• 

On  demand  at  anv  time  after  ninety  days  front  date 
we  promise  to  pay  to  bearer  One  DOLLAR, 
with  interest  at  6  per  cent,  per  annum,  interest  to  cease 
dfter  six  months  from  date,   Thisnote  is  given  in  payment 
of  wages  due  Hi    /r-zm—tt 

Am  Xcemt,  Sf  SCaa  C%    & 


dj&JU^* 
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SoiIndCurrency 

Published  Semi-Monthly  by  the  Sound  Currency  Committee  of  the  Reform  Club. 

Entered  as  Second-Class  Matter  at  the  New  York,  N.  Y.,  Post-Office. 

Publication  Office,  No.  52  William  St.,  New  York  City. 

Vol.  II.,  No.  18.  NEW  YORK,  AUGUST  15,  1895.  \  gS^fES*    >  "&£ 


Single   Copies,  5  Cents. 


Each  number  contains  a  special  di§cu§§ion  of  some  Sound  Currency  question. 


"  The  events  which  have  happened  for  some  ti„ve  past  in  the  relations  of  the  precious 
metals  have  brought  to  a  head  the  monetary  question  amongst  us,  although  from  1815  Great 
Britain  has  laid  down  principles  which  have  attracted  round  her  an  ever-increasing  circle  of 
nations. 

u  The  theory  of  the  double  standard,  on  which  our  monetary  law  of  the  year  XI.  (1803) 
reposes,  has  betn  called  in  question  ever  since  its  origin. 

* '  It  is,  to  our  conception,  less  a  theory  than  the  result  of  the  primitive  inability  of  the 
legislators  to  combine  together  the  two  precious  metals  otherwise  than  by  way  of  an  unlimited 
concurrence — metals,  both  of  which  are  destined  to  enter  into  the  monetary  Sjstem,  but  which 
recent  legislators  have  learned  to  co-ordinate  by  leaving  the  unlimited  function  to  gold  atone 
and  reducing  silver  to  the  role  of  divisional  money.  From  1857  the  French  Government  has 
studied  the  question,  and  it  may  be  stated  that  since  that  date  the  principle  of  the  gold 
standard  has  won  increasing  favor  through  our  several  administrations.    *    *    * 

"If  from  1874  certain  precautions  had  not  been  taken  to  arrest  the  efforts  of  that  grave 
perturbation  in  the  ratio,  France  and  her  monetary  allies  would  have  seen  their  monetary 
circulation  invaded  by  silver  and  correspondingly  drained  of  gold." — Preamble,  French 
Monetary  Law  of  1876. 
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W.  A.  Shaw. 


MONETARY  ACTION  OF  REPUBLICAN  FRANCE 358 
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*  This  pamphlet  is  published  by  courtesy  of  G.  P.  Putnam's  Sons,  owners  of  the  copyright  and 
publishers  of  "  The  History  of  Currency,  1259-1894."  by  W.  A.  Shaw,  from  which  this  extract  is  taken. 


358  BIMETALLISM  IN  FRANCE. 

"BIMETALLISM"     Itf    FRANCE. 

(The  Sound  Currency  Committee  feels  that  no  apology  is  needed  for  including  this 
as  one  of  the  very  few  reprints  in  its  serie?.  Mr.  Shaw's  book  was  as  thorough  as  it 
was  timely  ;  and  has  already  become  a  classic,  generally  accepted  as  an  authority  on  the 
subject  which  it  treats ;  while  the  chapter  here  given  has  practically  closed  a  dis- 
cussion which  but  lately  seemed  good  for  years  to  come.) 

MONETARY  ACTION  OF  REPUBLICAN  FRANCE. 

Republican  France  began  her  reform  of  the  currency  in  a  very  temporary  and 
opportunist  manner  by  issuing  a  mass  of  inferior  monies  of  15  and  30  sous  pieces  to  form 
the  basis  of  the  assignats,  and  to  replace  the  gold  and  silver  which  had  almost  eritirely 
disappeared  from  circulation.  In  the  decree  of  16  Vendemiere  an  n.  (7th  October, 
1793),  however,  the  question  of  standard  was  approached  and  decided  in  a  remarkable 
manner.  The  monetary  unit  was  decreed  to  consist  of  the  hundredth  part  of  a  kilo- 
gram, named  grave,  represented  (1)  by  a  piece  of  silver  T90  fine  and  weighing  10  grms.  ; 
(2)  by  a  piece  of  gold  of  the  same  weight  and  standard,  to  be  current  at  fifteen  times  the 
value  of  the  silver  piece. 

Adoption  of  the  Silver  Franc  as  the  Monetary  Unit  (1795). 
This  decree  remained  a  dead  letter,  and  two  years  later  the  franc  was  definitely 
adopted  as  the  base  of  the  French  system.  As  determined  by  the  two  laws  of  28  Ther- 
midor  an  in.  (15th  August,  1795),  that  system  was  based  upon  the  silver  franc  (weigh- 
ing 5  grms.,  -^  fine).  A  gold  coinage  was  ordained,  of  the  same  fineness,  in  a  piece  of 
10  grms.  weight,  but  the  ratio  of  value  of  the  gold  to  the  unit  franc  was  not  fixed.  This 
was  exactly  the  monetary  system  which  Mirabeau  had  counselled  in  his  memoirs  to  the 
Assembly  in  1790.  The  silver  5-franc  pieces  prescribed  under  this  system  found 
acceptance,  the  bronze  pieces  were  refused  and  had  to  be  withdrawn,  and  as  to  the  gold 
piece,  its  issue  was  not  even  attempted.  Two  years  later  the  "  Directoire  "  pronounced 
in  favor  of  maintaining  the  10-grm.  piece  of  gold,  but  demanded  the  fixation  of  its 
value,  proposing  a  ratio  of  16:1.  In  opposition  to  this  scheme,  Prieur  submitted  to  the 
"  Council  of  the  Five  Hundred  "  a  project  adopting  the  silver  and  gold  coinage,  as  already 
determined  as  above,  but  leaving  the  value  of  the  gold  piece  to  fluctuate  according  to 
the  market,  its  value  being  declared  twice  annually  by  public  announcement.  After 
being  materially  altered  in  the  "Council  of  the  Five  Hundred"  this  scheme  was 
definitively  rejected  by  the  "Council  of  Senators,"  and  for  several  years  the  question  of 
the  monetary  system  of  the  Republic  was  allowed  to  slumber.  When,  in  the  year  x., 
the  consideration  of  the  subject  was  resumed,  it  was  at  the  instigation  of  the  Consuls. 

The  Ratio  Between  Gold  and  Silver  Fixed  at  15^  to  1. 

At  their  desire  the  Minister  of  Finance,  Gaudin,  laid  before  the  Council  of  State  a 
scheme  in  which  he  proposed  the  issue  of  20  and  40-f  ranc  gold  pieces  of  a  value  based  on 
the  ratio  enunciated  in  the  edict  of  1785,  namely,  15£.  He  was,  at  the  same  time,  careful 
to  explain  that  silver  remained  the  basis  of  the  currency,  and  that  the  gold  money  could 
be  reissued  if  a  different  market  compelled  a  change  in  the  ratio.  In  his  report  to  the 
Consuls,  Gaudin  admits  that  the  commercial  ratio  had  for  a  long  time  been  under  15. 
The  decisive  point  which  led  him  to  maintain  the  ratio  established  in  1785  was,  that  to 
change  the  status  quo  by  the  adoption  of  15  as  a  ratio  would  occasion  great  loss  to  the 
holder  of  gold  coins,  and  that  there  was  no  sufficient  reason  for  so  great  a  change. 

The  Law  of  1803. 
The  Financial  Committee  of  the  Council  of  State  at  first  rejected  the  scheme,  pre- 
ferring that  of  Prieur,  already  described,  but  on  an  inquest,  ordered  by  the  First 
Consul,  who  insisted  on  pressing  the  matter  to  a  conclusion,  M.  Gaudin  carried  his 
propositions  through  the  Council  of  State,  but  with  the  important  difference  that  the 
reference  to  any  future  change  in  the  ratio  of  gold  to  the  basis  of  silver  was  tacitly 
dropped.  These  propositions  became  the  foundation  of  the  law  of  7-17  Germinal  an 
xi.  (28th  March,  1803),  on  which  the  monetary  system  of  Republican  France  was  finally 
built. 
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The  expose  des  motifs  of  this  law  speaks  of  the  gold  coins  in  these  words  : 
"  The  gold  pieces  up  to  the  present  in  circulation  are  the  pieces  of  24  and  48  livres 
tournois.  Article  6  of  this  law  substitutes  in  their  place  pieces  of  20  and  40  francs. 
The  adoption  of  the  decimal  system  necessitates  this  change,  which  brings  all  parts  of 
the  system  into  accord.  It  is  on  the  same  consideration  that  the  standard  is  fixed  at 
$j,  like  that  of  silver." 

Not  a  word  is  said  as  to  the  ratio,  and  much  more  stress  is  laid  upon  the  suppression 
•of  billon  money  and  on  the  abolition  of  seigniorage,  as  of  greater  importance  and 
benefit  to  the  nation's  interests.  By  this  law  of  Germinal  XI.  the  monetary  unit  of  the 
French  system  was  declared  to  be  the  silver  franc,  weighing  5  grms.  of  &  standard. 
By  the  side  of  this  franc  and  its  multiples,  were  to  be  issued  gold  pieces  of  20  and  40 
francs,  valued  on  a  basis  ratio  of  15£  to  the  silver. 

Slow  Development  op  New  Coinage  System. 

It  will  be  seen  at  a  glance  from  the  course  of  this  previous  history  that  this  law 
instituted  no  new  principle,  or  theory,  or  system  in  French  currency.  The  decimal 
system  was  adopted  in  ^lace  of  the  old  system  of  livres  tournois,  seigniorage  was  abol- 
ished, and  fixation  of  value  given  to  the  unit  money,  and  billon  money  discontinued. 
But  in  matter  of  standard  and  system  there  was  not  even  innovation.  The  system  of 
Republican  France,  as  established  by  this  law,  was  no  more  and  no  less  bimetallic  than 
in  1785,  or  than  in  1610,  or  in  the  days  of  Francis  I.  Theories  as  such  did  not  occupy  the 
mind  of  the  legislator,  and  of  any  conception  of  a  bimetallic  theory  or  system  such  as 
we  have  learned  to  know,  there  is  no  trace.  The  First  Consul  found  at  hand  the  two 
metals  which  had  formed  the  currency  of  his  country  for  centuries.  The  problem  of 
their  regulation  was  the  same  which  had  been  faced  by  his  predecessors  for  centuries, 
and  he  settled  it  in  the  same  practical  untheoretic  way. 

It  was  only  gradually  that  in  its  totality  of  coins  the  French  monetary  system  was 
made  to  conform  to  the  metric  system  thus  established.  The  old  gold  coins  of  12,  24 
and  48  livres  were  not  suppressed  until  June,  1829  ;  the  actual  extinction  of  billon  money 
was  only  accomplished  in  1845,  and  the  recoinage  of  the  inferior  monies  in  1852-56. 
But  such  are  mere  matters  of  detail  and  apart  from  t  he  subject. 

The  experience  of  France  under  this  new  regime  is,  therefore,  in  no  wise  different 
in  kind  from  such  experience  as  has  been  described  for  the  preceding  centuries.  It  is 
not  until  the  broaching  of  a  bimetallic  theory,  as  such,  and  until  the  expression  of  that 
theory,  as  a  theory,  in  the  formation  of  the  Latin  Union,  that  anything  like  a  special 
significance  attaches  to  the  monetary  system  and  experience  of  France  in  the  nineteenth 
century,  any  more,  e.  g. ,  than  in  the  seventeenth.  The  main  difference  in  the  situation  was 
not  that  France  had  changed  her  system,  and  that  her  experience  was  henceforth  differ- 
ent and  of  different  signification,  but  that  England  had  changed  hers,  and  that  the  brunt 
of  the  fluctuations  of  the  precious  metals  about  a  fixed  ratio  was  left  to  be  borne  by  a 
smaller  area.  The  influence  and  the  instance  is,  therefore,  more  telling  in  degree,  but 
in  no  way  different  in  kind. 

The  second  idea  which  is  commonly  entertained  with  regard  to  the  action  of  France 
during  this  later  period,  viz.,  that  her  action  secured  for  the  world  at  large  a  fixed  and 
steady  ratio,  is  equally — indeed,  still  more— fallacious.  At  no  point  of  time  during  the 
present  century  has  the  actual  market  ratio,  dependent  on  the  commercial  value  of  silver, 
corresponded  with  the  French  ratio  of  15£,  and  at  no  point  of  time  has  France  been  free 
from  the  disastrous  influence  of  that  want  of  correspondence  between  the  legal  and  the  com- 
mercial ratio.  The  opposite  notion,  which  prevails  and  finds  expression  in  the  ephemeral 
bimetallic  literature  of  to-day,  is  simply  due  to  ignorance.  From  1815  England  has  been 
withdrawn  from  this  action  of  a  bimetallic  law,  and  the  modern  insular  pamphleteer  has 
before  his  eyes  no  sign  of  its  workings  in  his  own  country.  He  therefore  assumes  an 
universality  of  such  experience,  and  attributes  it  to  the  French  legislative  ratio.  It  is  in 
no  polemic  spirit,  but  simply  in  the  interest  of  science,  that  this  particular  misapplication 
of  history  to  the  squaring  of  a  theory  is  to  be  branded.  The  plainest  facts  of  history  are 
thereby  absolutely  misrepresented,  and  the  assumption  of  cause  and  effect  is  so  far  from 
being  true  that  the  repose  of  the  English  currency  history  in  the  nineteenth  century  is 
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to  be  attributed  to  the  absence  of  a  bimetallic  system  ;  to  its  despite,  rather  than  its 
presence  and  influence.     To  instance  only  by  France  for  the  moment. 

BLMETALLIC  EXPERIENCE,  1803-1878. 
The  course  of  the  actual  or  market  ratio  has  been  taken  from  Hamburg  prices  from 
1832  ;  from  1833  onwards  from  the  London  bullion  brokers'  ratio.    In  the  graphic  repre- 
sentation of  this  {following)  the  legal  ratio  of  15i  is  represented  by  the  fixed  line  X  Y 
the  actual  ratio  by  the  fluctuating  solid  black  line. 

Commercial  Ratios  not  Steadied. 

At  no  point  do  these  lines  coincide.  After  three  years  of  fluctuations — 1803-06 — now 
above  and  now  below,  the  ratio  sinks  persistently  below  for  seven  years — 1807-13— touch- 
ing the  lowest  point  (a  ratio  of  16.24)  in  1813.  For  the  succeeding  five  or  six  years— 
1813-19 — the  ratio  was  as  consistently  above  the  legal  rate,  though  with  less  violence 
and  width  of  divergence.  From  the  latter  year,  1819,  up  to  1850,  its  course  was  unde- 
viatingly  below  15£ ;  then  from  1851-67— the  period,  i.  e.,  of  the  great  gold  outputs  of 
Australia  and  America — as  undeviatingly  above.  From  the  last-named  date  until  the 
close  of  the  bimetallic  system  in  France,  and,  indeed,  up  to  our  own  days,  the  course 
of  the  commercial  ratio  has  been  again  unbrokenly  below  the  15£  ratio,  and,  as  is  too 
well  known,  with  an  ever-increasing  enormity  of  divergence. 

So  much  for  the  claim  that  the  French  law  has  dowered  the  world  with  a  steady 
ratio. 

REAL  BIMETALLISM  NEVER  SECURED. 

Secondly,  what  has  been  the  influence  of  this  divergence  of  the  commercial  from 
the  legal  ratio  upon  France's  store  of  precious  metals  ?  It  has  been  exactly  similar 
in  effect  and  force  with  that  wielded  by  similar  trains  of  event  and  circumstance  in  the 
monetary  history  of  France  during  the  four  preceding  centuries.  The  exact  official 
figures  of  the  import  and  export  of  gold  and  silver  are  not  obtainable  before  1822,  and  in 
a  continuous  stream  not  before  1830  (separably  for  the  two  metals,  that  is  to  say.)  * 

Movements  and  Mintings  of  Metals. 

From  the  latter  date,  however,  the  testimony  of  the  figures  is  as  explicit  as  it  is 
forceful.  From  1830  to  1850,  while  the  ratio  remained  continually  below  the  legal  15£, 
there  was  a  profit  on  the  import  of  silver,  and  a  persistent  and  heavy  import  took  place. 
In  1830  the  (balance  of  the)  silver  imported  amounted  to  a  matter  of  6  millions  sterling ; 
in  1831,  to  7£  millions ;  in  1834,  to  4  millions ;  in  1837,  to  over  5£  millions ;  in  1838, 
to  nearly  5  millions  ;  in  1841,  to  nearly  5  millions ;  in  1843,  over  4  millions ;  in 
1848,  to  over  8£  millions,  and  in  1849,  to  nearly  10  millions.  There  was  not  a  single 
year  that  was  not  accompanied  by  this  import,  and  over  the  whole  twenty -two 
years  the  total  of  importations  reached  the  enormous  figure  of,  approximately,  92 
millions  sterling.  It  must  be  clearly  understood  that  this  sum  represents,  not  the 
gross,  but  the  net  importation  or  balance  of  imports  over  exports,  and  that  the  money 
passed  into  the  currency  of  the  country,  taking  its  place  as  such  and  displacing 
gold  pari  passu.  The  movement  of  gold  in  the  same  time  is  represented  by  the  dash 
line  in  the  accompanying  diagram.  Within  the  limits  of  very  considerable  exceptions, 
the  correspondence  of  its  fluctuations  with  those  of  gold  is  clearly  perceptible.  The 
silver,  on  whose  coinage  a  profit  or  premium  was  offered  by  the  existing  French  law  to 
individuals,  could  only  be  bought  or  paid  for  by  the  export  of  gold  or  services  and 
goods.  During  these  years,  1830-50,  it  was  quite  apparently  by  the  latter  method, 
namely,  by  remittance  of  goods,  as  on  the  whole  period  there  is  a  slight  gain  of  gold — 
nearly  3  millions — contrary  to  what  bimetallic  law  would  have  led  to  expect.  The  cor- 
respondence, however — a  simultaneity — of  the  two  movements,  of  import  of  silver  and 
export  of  gold,  is  strongly  marked  in  the  years  1834-39  and  1841-48,  and  the  failure  of 
correspondence  of  the  totals  is  to  be  explained  by  the  statistics  of  French  foreign-trade 
balances  during  the  years  named. 

1.  The  returns  for  the  years  1825-29  give  no  separate  figures  for  gold  and  for  silver,  but  give  only  the 
total  of  the  two  together. 
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With  the  year  1852,  the  decisive  change  in  the  ratio  sets  in  with  the  new  gold  influx. 
The  ratio  rises  above  the  15.5  of  the  French  law,  and  the  profit  on  the  importation  and 
coining  of  silver  vanishes.  Its  place  is  taken  by  a  corresponding  profit  on  the  importa- 
tion and  coinage  of  gold.  The  fourteen  years  during  which  the  ratio  remained  above 
the  legal  15  J  witnessed  the  importation  into  France  of  a  total  net  (or  balance)  of  gold  to 
the  amount  of  135  millions  sterling,  and  a  total  net  or  balance  of  exportation  of  silver  of 
fl6&  millions  sterling.  The  coincidence  of  actual  fluctuation  will  best  be  seen  by  the 
graphic  representation  of  it  in  the  table.  With  1865  the  final,  and,  so  far  as  the  nine- 
teenth century  is  concerned,  the  fatal  change  of  the  commercial  ratio  sets  in.  It  sinks 
persistently  and  increasingly  below  the  legal  15£,  in  face  and  spite  of  the  united  meet 
ings  of  the  Latin  Union,  and  at  once  the  premium  on  the  importation  and  coinage  of 
gold  changes  into  one  on  silver.  From  1865  to  1875,  one  year  before  the  abandonment 
of  the  coinage  of  the  5-franc  piece  and  the  consequent  relinquishment  by  France  of  the 
bimetallic  system,  her  net  imports  of  silver  amounted  to  56  millions  sterling. 

As  far  as  these  figures  of  import  and  export  are  concerned,  they  show  only  the  final 
results  of  the  action  of  bimetallic  law.  The  metal  on  whose  importation  and  minting  a 
premium  was  obtainable  icas  imported,  and  in  large  quantities.  That  is  the  single  fact 
standing  out  in  large.  The  reciprocal  fact — of  a  corresponding  export  of  the  metal  over 
whose  head  the  premium  offered — does  not  emerge  so  distinctly,  simply  by  reason  of  the 
complication  of  the  subject  of  exports  of  metals  with  the  wider  general  movement  of  trade 
balances.  It  also  is,  however,  distinctly  perceptible  and  demonstrable.  But  this  is  to 
speak  only  in  large  and  of  final  results.  What  the  intermediate  course  of  events — of  see- 
saw and  flux— was,  can  only  be  adequately  grasped  from  the  records  of  the  mintings, 
conjoined  with  the  records  of  net  import  or  export  of  the  two  metals. 

Table  op  the  Net  Imports  or  Exports  op  Gold  m  France  under  the 
Bimetallic  Law,  1822-75. 


Year. 

Net   Import 
(Francs). 

Net   Export 
(Francs). 

f 

Year. 

Net    Import 
(Francs). 

Net  Export 
(Francs). 

1822  

4,000,000 

37,000,666 
10,000,000 
10,000,000 

24,000,666 

'l9,b6o,666 

1852 

1853 

17,000,000 
289,000,000 
416,000,000 
218,000.000 
375,000,000 
446,000,000 
488,000,000 
539,00,1,000 
311,000,000 

165,000,666 
12,000,000 
125,000,000 
150,000,000 
465,000,000 
409,000,000 
212,000,000 
275.000,000 
119,000,000 

1823  

1824 

1854 

1830 

Ife55 

1831   

39,06b',666 

"  Y,bcb,666 
20,000,000 

14,000,01  »0 
6,000,000 
4,000,000 

1856     

1832 » 

1857 

1833 

1858 

1859 

i860  

1834 

1835 

1836 

1837 

24,000,666 

49,000,000 

1861  . 

1862 

84,000,000 

1838  

1863      

1839 

1864 

1840 

1865 

1866 

1841 

5,000,000 
12,000,000 
41,000,000 

6,000,000 
14,000,000 

9,000,000 
13,000.000 

1842 

1867 

1843        

1868 

1869 

1844 

1H45 



1870     . 

1846 

1871 

214,000,009 
53,000,000 
108,000,000 

1847 

38,bob*666 

6,000,000 
17,000,000 
85,000,000 

1872 

1848 

1873 

1874 

1849  

431,000,000 
454,000,000 

1850      

1875 

1851 
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Table  of  the  Movement  of  Silver  During  the  Same  Period. 


Year. 

Net  Import 
(Francs). 

Net  Exports 
(Francs). 

Year. 

Net  Import 
(Francs). 

Net  Export 
(Francs). 

1822 

125,000,000 

114,000,000 

124,000,000 

151,000,000 

181,000,000 

60,000,000 

75,000,000 

101,000,000 

74,000,000 

27,000,000 

144,000,000 

120,000,000 

75,000,000 

95,000,000 

117,000,000 

92,000,000 

103,000,000 

82,000,000 

90,000,000 

47,000,000 

53,000,000 

214,000,000 

244.000,000 

73,000,000 

78,000,000 

1852 

3,000,000 

117,000,000 

164,000,000 

197,000,000 

284,000,000 

360,000,000 

15,000,000 

171,000,000 

157.000,000 

62,000,000 

86,000,000 

68,000,000 

42,000,000 

1823 

1853 

1824 

1854 

1830        

1855 

1831 

1856 

1832 

1857  

1833 

1858 

1834 

1859 

1835 

1860 

1861 

1836  ..                

1837  .. 

1862 

1863 

1838 

72,000,666 
45,000,000 
189,000.000 
109,000,000 
112,000,000 
35,000,000 
15,000,000 
10>,000,000 
181,000,000 
360,000,000 
194,000,000 

1839 

1864 

1840 

1865 

1841 

1866 

1842 

1867 

1868...., 

1844 

1869 

1845 

1870 

1846. 

1871 

1847 

1872 

1848 

1873 

1849 

1874 

1850 

1875 

Table  of  the  Coinage  of  Gold  and  Silver  in  France,  1803-75,  during  the 

Bimetallic  Regime. 


Year. 


1803 
1804 
1805 
1806 
1807 
1808 
1809 
1810 
1811 
1812 
1813 
1814 
1815 
1816 
1817 
1818 
1819 
1820 
1821 
1822 
1823 
1824 
1  25 
1826 
1827 
1828 
1829 
1830 
1831 
1832 
1833 
1834 
1835 
1836 
1837 
1838 


Gold 

(Francs). 


10,209,840 
88/" 

20, 


IK. 
82, 
16, 

46, 

132. 
97. 
62. 

(54. 
55 
15. 

52, 


474,500 
533,760 
019,920 
311,260 
206,440 
070,600 
,135,740 
,717,880 
,659,680 
,544,720 
,379.840 
151,280 
,197,080 
,410,460 
,410,660 
,7*1,080 
404,140 
718,100 
403,180 
,071,700 
616,360 
925,540 
160,940 
025,740 
IIP,  180 
516  640 
641,380 
046,260 
799.780 


550,060 
097,040 
026,740 
940,140 
670,000 


Silver 
(Francs). 


23J171,988 

47,517,195 

46,385,909 

25,241,651 

5,008,903 

67,833,922 

44,298,494 

57,170,216 

256,399,040 

160,786,409 

134.900,313 

61,244,121 

37,673,806 

34,917,526 

37,143,579 

12,406,076 

21,235,077 

18,436,620 

67,533,866 

100,679,137 

82,911,680 

114,476,007 

75,203,291 

90,835,623 

153,868,978 

161,466,133 

102,642,617 

120,187,089 

205,223,764 

141,353,915 

157,482,863 

218,288,304 

99,966,149 

43,242,399 

111,858,697 

88,489,324 

73,637,742 


Year. 


1840 
1841 
1*42 

1843 
1844 
1845 
1846. 
1<47 
1848 
1849 
1850 
1851 
1852. 
1853 
1854 
1855 
1856 
1857 
1858 
1859, 
1860 
1861. 
1862, 
1863 
1864 
1865 
1866 
1867 
1868 
1869 
1870. 
1871, 
1872. 
1873 
1874 
1875 


Gold 

(Francs). 


2, 
7. 

39; 

27, 

85; 

W.  t, 

27. 
312, 
52rt. 
447, 
50* , 
572, 
4SS 
702. 
428. 

98. 
214. 
210! 
278. 
101, 
365, 
196, 
340, 
234, 

55. 

50, 


,375,060 
,852.720 
826,600 
,742,260 
119,140 
,0S6,420 
,706,02^ 
,697,740 
,109,560 
,192,390 
,709,570 
,02.-1,270 
,964,020 
,528,200 
,427,820 
,281,995 
,561,225 
,689,635 
,697,790 
,452,425 
,216,400 
241,990 
230,640 
843,765 
886,835 
082,925 
579,510 
076,685 
186,190 


234, 


319,700 
912,000 


Silver 
(Francs). 


63,795,527 
77,517,941 
68,391,170 

74,148,998 

69,134,980 

89,967,609 

47,886,145 

78,285,157 

119,731,095 

206.548,663 

86,458,485 

59,327,308 

71,918,445 

20,099,488 

2,123,887 

25,500,305 

54,422,214 

3,809,611 

8,663,568 

8,401,813 

8,034,198 

2,518,049 

2,519.397 

329,610 

7,296,609 

9,222,394 

44,821,409 

113,758,539 

129,445,268 

68,175,897 

69,051,256 

23,878,499 

26,838,369 

156,270,160 

60,609,988 

75,000,000 


During  the  years  1820-50,  when  the  ratio  remained  below  the  legal  15|  and  there 
was  a  profit  on  the  import  of  silver,  the  total  silver  coinage  of  the  French  Mint  amounted 
to  £127,458,322,  while  that  of  gold  reached  only  £19,333,854.  In  the  succeeding 
period,  1850-66,  when  the  ratio  changed  and  remained  for  fifteen  or  sixteen  years  in 
favor  of  gold,  the  total  gold  coinage  reached  £292,416,951,  while  the  total  silver  coinage 
was  scarcely  more  than  one  atd  one-quarter  millions  (£1,315,532). 


BIMETALLISM  IN  FRANCE. 


365 


At  the  beginning  of  this  second  period,  1851,  the  Bank  of  France  held  in  its  reserves 
approximately  only  3^  millions  sterling  of  gold,  whereas  its  silver  amounted  to  more 
than  19  millions.  At  the  close  of  the  period  indicated,  1866,  the  bank  was  holding  23 
mi. lions  sterling  of  gold  against  nearly  5-1  millions  of  silver.  In  the  former  case  the 
proportion  of  silver  formed  85  per  cent,  of  the  total, in  the  latter  only  19  per  cent. 


Table  of 

the  Reserves  of  the  Bank  of 

France, 

1851-76. 

Yeak. 

Gold. 
(Million 
Francs). 

Silver. 
(Million 
Francs). 

Per  Cent, 
of  Silver 
to  Total. 

Yeak. 

Gold. 
(Million 
Francs). 

Silver. 
(Million 
Francs). 

Per  Cent, 
of  Silver 
to  Total. 

1851 

83 
69 
102 
301 
72 
94 
110 
294 
250 
144 
2J5 
187 
119 

478 
442 
214 
193 
147 
104 
126 
260 
329 
272 
100 
108 
72 

85 
86 
67 
39 
66 
53 
52 
47 
56 
65 
30 
36 
37 

1864 

273 
238 
576 
697 
662 
461 
429 
554 
656 
611 
1013 
1168 
1349 

94 
208 
136 
318 
474 
798 
69 
80 
134 
148 
314 
504 
540 

27 
44 
19 
31 

1852 

1853 

1854 

1865 

1866 

1867     

18"5       

1868 

42 

1856 

1869 

63 

1857 

1870 

1871 

14 

1858 

13 

1859 

I860 

1872 

1873 

1874 

17 
19 

1861   

24 

1862 

1875 

1876 

30 

1863 

28H 

The  statistics  of  the  Latin  Union,  up  to  the  suspension  of  the  bimetallic  system 
will  be  separately  dealt  with. 

Speaking  only  of  the  experience  of  France  during  these  years  of  bimetallic  regime, 
the  ebbing  and  flowing  experience  which  has  throughout  been  instanced  as  the  cnief 
characteristic  of  such  regime  is  most  strongly  marked.  The  legal  ratio  did  not  give  the 
market  ratio,  and  so  far  was  it  from  giving  France  a  stable  currency,  it  was  the  one  thing 
which  unsettled  it  and  made  a  stable  currency  impossible.  The  expose  des  motifs  of  the 
law  of  1876,  which  vdll  be  referred  to  in  another  connection  below,  puts  the  matter  with 
official  brevity.  "The  variations  of  the  comme±cial  from  legal  15^  ratio  remained 
normal  during  the  years  1824-67  All  the  same  they  sufficed  to  modify  greatly  the  com- 
position of  the  French  circulation.  After  the  predominance  of  silver,  which  became 
marked  in  1847,  the  ratio  from  1847-67  introduced  gold  in  a  large  proportion,  and 
measures  had  to  be  taken  to  retain  in  France  the  smaller  silver  coinage.  Our  silver 
Monnaie  d' appoint  of  .835  fine  was  created  for  this  purpose." 

To  regard  this  question  from  a  theoretic  and  international  point  of  view,  to  the  ex- 
clusion of  any  regard  for  the  separate  national  interests  of  France,  is  a  sheer  absurdity. 
It  mattered  little  or  nothing  to  France  that  by  unloading  the  stores  of  silver  she  hap- 
pened to  possess  at  the  time  of  the  gold  discoveries  of  the  fifties  she  helped  to  steady  the 
ratio  ior  the  world  at  large.  It  did,  however,  matter,  and  very  much,  that  this  process  of 
exchange  from  the  one  metal  to  the  oiher  was  attended  with  public  loss,  balanced  only  by 
illicit  private  gain,  and  with  a  disturbance  of  trade  in  every  town  of  France  through  the 
disappearance  of  the  snaller  silver  specie.  Whether  or  not  France  or  any  other  country 
is  called  upon  to  sacrifice  herself  thus — not  once  but  every  time  the  ratio  fluctuates  from 
below  to  above  the  legal  ratio  or  vice  versa,  for  the  sake  of  an  ideal,  bimetallic,  regulat- 
ing, function — let  common  sense  decide. 

FRENCH  MONETARY  COMMISSIONS. 

The  Commission  of  1867. 

The  French  monetary  commission  of  1867  speaks  thus  of  the  situation  : 

"It  is  well  known  by  all  that  this  ratio  (of  1803)  by  the  simple  reason  of  its  being 

fixed  could  not  remain  correct.     There  was  quickly  a  premium  on  gold,  and  silver 

remained  almost  alone  in  circulation  until  near  1850.     The  discovery  of  the  mines  of 

California  and  Australia  suddenly  changed  this  situation  by  throwing  into  the  European 

market  a  very  considerable  quantity  of  gold.     By  the  side  of  this  force,  which  tended  to 

create  a  divergence  from  the  legal  ratio  by  lowering  gold,  there  was  another  which 

occasioned  a  rise  of  silver.     Under  the  influence  of  various  circumstances,  too  long  to 

enumerate,  the  needs  of  the  extreme  East  had  grown  in  unusual  proportions,  and  as 

silver  is  alone  in  favor  there,  it  was  exported  in  enormous  masses.     There  was  a  premium 
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on  silver  to  the  extent  of  8  per  mille,  and  it  disappeared  almost  completely  from  circula- 
tion, yielding  place  to  gold. 

"Preoccupied  by  the  situation  the  government  charged  a  commission  to  study 
the  measures  to  be  taken.  Its  labors  are  summed  up  in  the  report  of  N.  de  Bosredon 
(1857).  *  After  examining  the  system  tending  to  preserve  silver  money  intact  by  lowering 
the  value  of  gold  money,  and  conversely  the  system  tending  to  the  adoption  of  the  gold 
standard  by  reducing  the  silver  money  to  the  state  of  billon,  the  commission  did  not 
decide  between  them.  It  confined  itself,  in  fact,  to  counselling  the  Government  to  a 
transitory  step— the  raising  of  the  export  duties  on  silver  *  *  *.  The  exportation  of 
silver,  therefore,  continued ;  and  if  the  disappearance  of  5  franc  pieces  was  not  remarked, 
because  they  were  replaced  by  gold,  it  was  not  the  same  with  the  scarcity  of  pieces  of  a 
smaller  value  employed  in  petty  payments. 

"Being  informed  of  the  obstructions  to  retail  commerce  by  complaints  carried 
before  the  Senate,  and  instructed  by  the  example  of  Switzerland,  which  had  in  1860 
reduced  the  standard  of  its  divisional  money,  the  Minister  of  Finance  appointed  a  com- 
mission, 1861,  to  study  the  remedy  to  be  applied  to  the  evil.  This  commission  counseled 
the  reduction  of  the  standard  of  pieces  of  less  than  5  francs  to  .834  fine.  It  did  this  in 
complete  knowledge  of  the  cause,  fully  recognizing  that  in  so  doing  the  monetary  unity 
of  silver,  characteristic  of  our  system,  would  be  thereby  broken,  at  any  rate  for  its  cir- 
culating form  ;  for  while  the  franc  no  longer  existed  in  law,  the  5-franc  was  disappear 
ing  in  fact,  so  that  the  change  was  equivalent  to  the  establishment  of  a  gold  standard." 

This  advice  of  the  commission  was,  however,  by  the  law  of  1864,  applied  only  to 
pieces  of  50  or  20  centimes. 

The  Latin  Union. 

The  next  step  in  the  process  was  the  formation  of  the  Latin  Union  in  the  year 
following.  The  above-quoted  commission  speaks  of  the  intentional  aspect  of  this  Union 
in  these  words  :  "  This  convention  places  in  the  front  rank  gold  money,  and  reduces  the 
pieces  of  silver  of  2  francs  and  less  to  the  role  of  token  money.  It  therefore  definitely 
determines  [consacre)  the  ascendency  of  the  gold  francs,  and  solves  practical  difficulties 
arising  from  the  double  standard." 

This  was  written  in  1867,  less  than  two  years  after  the  formation  of  the  Latin 
Union.  It  is  not  the  view  which  prevails  among  bimetallists  to-day  as  to  the  purpose 
and  intentional  bearing  of  that  Union  ;  but  it  is  the  historic  truth  none  the  less,  and  it 
was  only  the  complete  revolution  in  the  conditions  of  production  of  the  precious  metals 
which  made  itself  felt  from  1871,  which  has  given  the  Latin  Union  the  aspect  of  a  theo- 
retic concert  for  the  maintenance  of,  rather  than  as  a  defense  against,  a  bimetallic  system. 
If  silver  had  not  fallen  in  1871  the  Latin  Union  would  still  be  the  bulwark  of  defense 
of  bimetallic  France  against  the  action  of  bimetallic  law. 

The  formation  of  the  Latin  Union,  therefore,  was  a  measure  of  defense  against  the 
action  of  the  bimetallic  system  in  those  countries  which  had  adopted  the  monetary 
system  of  France,  and  lay  exposed  to  all  its  disastrous  fluctuations.  The  first  and  moving 
factor  in  its  formation  was  Belgium.  So  far  as  related  to  silver,  Belgium  had  adopted 
the  French  system  by  her  monetary  law  of  5th  June,  1832.  By  the  first  article  of  this 
law  the  monetary  suit  was  fixed  at  the  silver  franc  of  5  grms.  weight,  and  9  fineness. 
For  years  Belgium  endeavored  to  maintain  this  law  in  its  integrity.  Public  opinion, 
however,  demanded  the  admission  of  French  gold  at  its  normal  value,  and  this  was 
conceded  and  decreed  by  the  law  of  4th  June,  1861.  From  that  moment  she  felt  all  the 
oscillating  movement  which  France  was  experiencing.  The  declaration  of  article  1,  of 
the  Law  of  1832  became  a  dead  letter  ;  the  gold  standard  took  the  place  of  the  silver 
standard,  and  equally  with  France,  Italy  and  Switzerland,  Belgium  had  to  witness  the 
disappearance  of  her  small  silver  coins.  To  the  previous  abundance  there  succeeded  a 
penury  of  small  change,  although  the  drain  was  not  so  immediately  felt  because  of  large 
reserve  of  silver  5-franc  pieces  (amounting  to  48  millions  of  francs),  held  by  the  National 
Bank.  In  slightly  over  a  year,  1st  June,  1861,  to  8th  November,  1862,  this  stock  of 
48,645,000  francs  had  sunk  to  14,629,000  francs,  and  in  alarm  the  National  Bank 
ceased,  on  the  latter  date,  all  payments  in  5-franc  pieces.  Concurrently  with  this  drain 
of  the  5  franc  pieces,  the  reserve  of  silver  coins  of  less  value  began  *o  be  seriously 
affected    by   the    sapping    influence.      During    the    two   following    years,    1861-63, 
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there  was  little  commerce  in  the  precious  metals  owing  to  the  American 
war.  But  in  1863  the  movement  of  drain  recommenced.  The  reserve  of  5-franc 
pieces  and  the  stock  of  divisional  coins  of  lower  denomination  fell  rapidly — to 
so  low  a  point  indeed,  as  to  become  quite  insufficient  for  the  ordinary  trade  and  small 
change  demanded  of  the  country.  After  a  slight  recovery  in  September,  1865,  the  same 
downward  course  continued.  The  smaller  coins  of  1-franc  pieces  and  50  centimes 
became  so  scarce  that  the  bank  could  not  supply  the  demands  of  manufacturers  for  the 
payment  of  w  ages,  and  the  government  had  to  have  resort  to  the  coinage  of  nickel  for 
small  divisional  money.  The  simultaneous  experience  of  Switzerland  and  Italy  is  not 
so  capable  of  statement  and  exact  expression.  But  it  was  similar  in  kind.  Previous  to 
1865  a  net  balance  of  over  12  millions  sterling  (consisting  almost  if  not  entirely  of  silver) 
had  left  Italy,  and  it  was  known  to  be  the  danger  of  entirely  losing  her  silver  which  led 
Italy  to  the  suspension  of  cash  payments  on  April  30,  1866,  and  to  her  acquiescence  in 
the  Latin  Union.  It  was  not,  however,  Italy,  but  Belgium,  who  first  raised  the  note  of 
alarm.  Conscious  that  her  monetary  community  with  France  made  any  independent 
efforts  quite  futile,  the  Belgium  government  proposed  to  France  a  monetary  union  for 
the  countries  which  had  adopted  the  franc  as  the  basis  of  their  currency.  Taking  up  the 
proposition,  France  invited  Italy  and  Switzerland,  together  with  Belgium,  to  send  dele- 
gates to  a  monetary  conference  at  Paris.  At  this  conference  Belgium  proposed  the 
adoption  of  the  single  gold  standard— the  silver  pieces  including  the  5-franc  pieces  to  be 
lowered  by  an  agio,  and  made  divisional  money.  Italy  and  Switzerland  were  of  the 
same  opinion,  but  their  scheme  failed  before  the  opposition  of  France,  and  the  final 
outcome  of  the  conference  was  the  establishment  of  ihe  convention  of  23d  December, 
1865. 

This  convention,  which  instituted  the  Latin  Union,  came  into  force  on  the  17th  of 
August,  1865,  and  under  it  one  slight  change  is  made  in  the  internal  currency  system  of 
France.  The  hitherto  full-valued  silver  coinage  from  2  francs  downward  was  changed 
into  token  money  (being  reduced  to  .835  fine),  the  5-franc  piece  remaining  as  full  legal 
tender. 

The  union  was  to  last  for  fifteen  years.  It  established  an  identity  in  the  monetary 
system  of  the  four  powers,  as  far  as  weight  and  standard  were  concerned,  and  prescribed 
free  coinage  for  any  individuals  bringing  metals  to  the  mints — of  gold  into  any  from, 
and  of  silver  into  5-franc  piece; ;  and  the  reciprocal  acceptance  of  those  pieces  in  any  of 
the  States  of  the  Union.  Finally  the  minting  of  each  State  for  national  or  currency  pur- 
poses was  limited  to  6  francs  per  head. 

This  limitation,  together  with  the  regulation  adopted,  that  the  divisional  coins  should 
be  issued  at  a  rate  inferior  to  that  of  the  monetary  standard,  must  be  regarded  as  a  meas- 
ure of  mutual  defense  against  the  sapping  of  the  small  coinage  which  had  previously 
been  experienced.  According  to  this  clause  the  maximum  of  mintings  for  national  or 
currency  purposes  was  presented  thus  : 

Francs. 

For  Belgium 32,000,000 

France 239,000,000 

Italy 141,000,000 

Switzerland 17,000.000 

For  a  time  everything  bloomed,  the  minting  went  merrily  on,  and  private  individual!, 
(foreigners)  reaped  a  profit  at  the  expense  of  France.  With  the  heavy  fall  in  the  ratio 
which  made  itself  marked  in  1873,  however,  events  became  too  strong  even  for  the 
Union,  and  Belgium  took  the  initiative  by  passing  a  law  enabling  her  government  to 
suspend  or  limit  the  coinage  of  the  5-franc  piece.  This  principle  was  subsequently 
adopted  by  all  the  States  of  the  Latin  Union.  During  the  years  1874-76  three 
annual  conferences  of  the  Union  were  held  at  Paris,  with  the  result  that  the  limitation 
of  the  coinage  of  the  5-franc  piece  was  fixed  thus  : 

1874.  1875.  1876. 

Belgium 12,000,000  15,000,000  10,800,000 

France 60,000,000  75,000,000  54,000,000 

Italy 60.000,000  50,000,000  36,000,000 

Switzerland 8,000,000  10,000,000  7,200,000 

Greece  (which  had  acceded  to  the  Union  in  1868) 12,000,00© 
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Of  these  States,  Switzerland  alone  did  not  coin  up  to  her  total,  and  at  the  conference 
in  February,  1876,  her  delegates  pressed  strongly  for  the  entire  cessation  of  the  coinage 
of  the  5-franc  piece,  and  for  the  adoption  of  a  gold  standard.  In  this  she  was  strongly 
opposed  by  Italy.  The  latter  State,  on  account  of  the  disappearance  of  her  metallic 
currency  before  the  inconvertible  paper,  had  no  interest  in  the  limitation  of  the  mintings 
of  the  Union.  In  the  conference  of  1874  she  even  sought  and  was  authorized  to  coin 
beyond  the  quota  accorded  her,  by  a  sum  of  not  less  than  £800,000  in  5-franc  pieces, 
on  condition  that  such  amount  should  be  deposited  as  a  metallic  reserve  of  the  Bank  of 
Italy. 

The  force  of  circumstances,  however,  soon  broke  down  even  this  policy  of  limita- 
tion. In  the  course  of  1876  the  fall  of  silver  became  more  disastrously  pronounced.  In 
addition,  it  was  no  secret  that  the  amounts  accorded  by  the  conferences  of  1874-75-76 
for  the  mintings  of  each  State  had  been  assigned  as  maximum,  not  minimum,  limits 
under  the  Latin  Union. ] 

»  From  1865-1878— 

France      minted 625,466,380  francs. 

Belgium        "     350,497,720      " 

Italy  »'     359,059,820      •• 

Switzerland"     7,978,250      •• 

1,343,000,000  francs. 

The  Mint  Convention  of  1878. 

The  next  Mint  convention  of  November,  1878,  would  determine  the  Latin  Union 
on  the  31st  December,  1885,  if  not  prolonged  by  further  treaty.  As  the  time  approached 
the  smaller  States,  such  as  Belgium,  which  had  committed  themselves  to  a  large  mint- 
ing, and  thereby  to  the  liability  of  having  to  liquidate  or  take  back  its  own  mintings — 
such  5-franc  pieces  as  happened  to  be  beyond  its  frontiers— at  full  value,  in  the  face  of  a 
greatly  fallen  silver  market,  shrank  from  the  responsibility,  and  sought  and  obtained  a 
prolongation  of  the  status  quo  until  the  end  of  1891,  and  thence  forward  by  yearly 
agreement. 

Finding  that  individuals  treated  the  agreed  amounts  of  mintings  as  a  minimum  limit, 
the  French  government  resolved  to  suspend  the  minting  of  the  5-franc  pieces  entirely. 
Accordingly,  on  the  21st  March,  1876,  M.  Leon  Say,  Minister  of  Finance,  submitted  to 
the  Senate  a  bill  to  that  effect.  It  was  followed,  eight  days  later,  by  a  proposition  of  a 
law  suspending  the  emission  of  "bons"  for  the  coining  of  silver  money  T%  fine.  The 
-expose  des  motifs  of  this  act  is  most  remarkable  : 

SUMMARY. 

•  The  events  which  have  happened  for  some  time  past  in  the  relations  of  the  pre- 
cious metals  have  brought  to  a  head  the  monetary  question  among  us,  although  from 
1815  Great  Britain  has  laid  down  principles  which  have  attracted  round  her  an  ever- 
increasing  circle  of  nations. 

"  The  theory  of  the  double  standard,  on  which  our  monetary  law  of  the  year  xi. 
Teposes,  has  been  called  in  question  ever  since  its  origin. 

"  It  is,  to  our  conception,  less  a  theory  than  the  result  of  the  primitive  inability  of 
the  legislators  to  combine  together  the  two  precious  metals  otherwise  than  by  way  of  an 
unlimited  concurrence — metals  both  of  which  are  destined  to  enter  into  the  monetary 
system,  but  which  recent  legislators  have  learned  to  co-ordinate  by  leaving  the  unlim- 
ited function  to  gold  alone  and  reducing  silver  to  the  role  cf  divisional  money.  From 
1857  the  French  government  has  studied  the  question,  and  it  may  be  stated  that  since 
that  date  the  principle  of  the  gold  standard  has  won  increasing  favor  through  our  sev- 
eral administrations." 

Then  follows  an  account  of  the  monetary  history  of  France  during  the  period,  as  in 
brief  resume  already  given.  "If,"  the  preamble  continues,  "from  1874,  certain  pre- 
cautions had  not  been  taken  to  arrest  the  effects  of  that  great  perturbation  in  the  ratio, 
France  and  her  monetary  allies  would  have  seen  their  monetary  circulation  invaded  by 
silver  and  correspondingly  drained  of  gold."  Hence  the  conventions  of  1874-75-76, 
limiting  the  mintings  of  the  members  of  the  Latin  Union,  although,  "according  to  us, 
the  fall  of  silver  in  1875  prescribed  a  complete  cessation  even  for  that  year  rather  than  I 
simple  limitation." 
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Look  at  the  fix  into  which  government  has  gotten  itself.  It  is  keeping  out 
$346,000,000  of  demand  notes.  It  has  enacted  a  law  by  which,as  fast  as  they  are  brought  in 
they  are  paid  out  again.  This  puts  the  credit  of  the  United  States  absolutely  at  the  mercy 
of  Wall  Street.  The  Government  can  beat  Wall  Street  just  as  any  man  can  beat  Wall 
Street — only  by  keeping  its  paper  out  of  Wall  Street. 

Tf  I  buy  a  coat  for  %\Q,that  means  that  the  other  man  buys  $10  for  a  coat.  Democrats 
don't  believe  that  government  ought  to  interfere  to  make  me  buy  one  coat  when  I  would  prefer 
to  buy  another,  and  no  honest  man  believes  that  I  ought  to  be  made  to  accept  a  coat  different 
from  the  one  Ihave  bought.  Will  some  free  silver  man  explain  how  it  is  any  more  honest  to 
make  me  contract  for  one  kind  of  dollars  when  I  would  prefer  another  kindt  or  to  make  me 
take  silver  dollars  when  I  have  contracted  for  gold  ones?  If  it  is  swindling  for  you  to  cheat 
me  at  the  coat  end  of  the  trade,  is  it  any  less  dishonest  for  me  to  swindle  you  at  the  money 
end  of  the  transaction  ? 

If  wage  earners  believe  they  are  getting  too  high  wages,  and  that  this  country  is  suffer- 
ing in  consequence,  all  they  have  to  do  is  to  take  lower  wages ;  or,  if  they  prefer  a  round- 
about way,  they  *an  favor  free  coinage  of  silver,  and  they  will  get  their  wages  cut  down  half 
without  any  further  trouble  on  tfteir  part;  and  we  will  be  blessed  as  are  India  and  China. 
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STATUS  OF  OUR  CURRENCY. 

For  a  generation,  commencing  in  1861,  one  act  of  Congress  after  another  has 
arbitrarily  meddled  with  our  currency.  The  earlier  ones  were  passed  to  enable 
government  to  levy  forced  loans,  later  ones  were  devised  to  temporize  with  resulting 
conditions,  to  aid  the  ambition  of  demagogues,  to  serve  the  ends  of  speculators,  to  line 
the  pockets  of  favored  classes — and  each  dragged  the  treasury  ever  deeper  into  affairs 
with  which  it  had  no  proper  concern.  As  a  result  our  currency  statutes  are  so  volum- 
inous that  the  average  citizen  cannot  even  scan  them,  and  so  confused  that  the  govern- 
ment is  occasionally  re-discovering  them  ;  defunct  as  to  their  original  ends,  but  virulent 
under  conditions  for  which  they  were  not  planned ;  and  so  ambiguous  as  constantly 
to  raise  questions  which  must  be  cut  rather  than  solved. 

Two  results  have  naturally  followed.  Our  currency  has  become  a  "  sea  of  trouble" 
about  which  the  treasury  splashes,  and  in  which  our  public  credit  has  narrowly  escaped 
being  drowned.  And  our  people  have  come  to  consider  currency  questions  as  fit  for 
experts  alone. 

If  this  be  true,  popular  government  is  a  failure.  The  problem  of  currency  lies 
at  the  base  of  all  commerce  and  at  the  door  of  all  industry ;  and  the  public  weal  is  at 
the  mercy  of  those  who  are  permitted  to  solve  it.  It  is  fortunate,  therefore,  that  the 
problem  is  in  reality  a  simple  one.  The  complexity  is  in  the  devices  by  which,  for  their 
own  purposes,  political  financiers  have  obscured  it.  The  people  as  a  whole  are  honest 
and  businesslike.  What  they  understand  and  approve  is  apt  to  be  right  and  straight 
forward.    In  finance  the  roundabout  and  complex  is  generally  bad. 

FIAT  MONEY  THE  ESSENTIAL  QUESTION. 

The  Protean  shapes  which  currency  bedevil ment  assumes  are  but  different  forms 
of  the  one  idea— that  of  Fiat  money — interference  by  government  in  order  to  make  a 
man  take  money  that  he  otherwise  would  not  take,  or  to  make  him  take  it  under  condi 
tions  other  than  those  under  which  he  would  naturally  take  it.  It  is  an  attempt  to 
give  either  fiat  currency  to  money,  or  a  fiat  value  to  currency — a  value  based  upon 
the  command  of  government,  rather  than  intrinsic  worth,  as  judged  by  you,  of  the 
money  which  you  choose  to  take.  That  really  sums  up  one  side  of  the  currency  ques- 
tion. It  is  an  interference  with  trade,  with  the  money  end  of  trade,  with  the  one  end 
in  which  everybody  is  concerned. 

GREENBACK  LEGAL  TENDEKS. 

There  are  three  shapes  in  which  of  late  we  have  had  it  sharply  before  us.  One  has 
to  do  with  our  greenback  issues.  In  the  first  place,  the  greenbacks  are  immoral.  If 
the  government  owes  anybody  and  that  person  will  take  the  demand  notes  of  govern- 
ment,  there  is  no  reason — in  morals— why  the  government  should  not  issue  those  demand 
nc>tes.  But,  if  the  government  is  so  poor  that  it  has  nothing  else  to  pay  with  and  its 
credit  is  so  poor  that  its  creditor  cannot  use  these  notes,  and  the  government  in  order  te 
help  him  out,  compels  every  other  citizen  of  these  United  States  to  accept  these  notes 
instead  of  the  gold  or  silver  which  he  contracted  to  receive  at  the  time  his  contract  was 
made,  that  is  robbery,  and  robbery  no  less  that  it  is  perpetrated  under  the  form  of  law. 
Such  was  our  legal  tender  act.  At  the  time  when  this  law  was  enacted  not  a  single 
man  claimed  that  there  was  any  excuse  for  it,  except  the  fact  that  the  government  was 
in  such  straits  that  it  must  arbitrarily  take  people's  property. 

What  is  wrong  for  a  man  to  do  is  wrong  for  a  government  to  do,  and  what  is 
wrong  for  any  government  to  do  is  wrong  for  a  big  government,  which  is  able  to  force 
it  upon  you.  Such  legislation  can  have  no  effect  except  injustice,  because,  if  the 
government's  credit  is  good,  the  law  is  superfluous.  If  it  is  not  superfluous,  it  is  be- 
cause the  people  would  not  take  government  paper  unless  made  to  do  so  ;  and  the 
result  is  a  government  forced  loan  levied  upon  them  under  the  pretext  of  law. 
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There  is  another  radical  fault  with  the  greenback  idea  which  will  appeal  to  every- 
body who  has  business  experience.  Suppose  that  you  are  a  dry  goods  dealer,  and 
that  you  inform  a  friend  that  you  have  gotten  a  new  way  to  do  business,  that  you  are 
going  to  get  trusted  all  you  possibly  can,  and  give  out  your  demand  notes.  That  friend 
will  tell  you  that  this  is  the  craziest  thing  you  ever  attempted,  and  that  you  had  better 
make  your  arrangements  to  buy  for  cash  as  far  as  possible,  and  get  whatever  indebted- 
ness  you  can't  pay  now  put  into  long  time  paper,  so  that  you  can  take  care  of  it  as  it 
matures,  "  Why,"  you  might  say,  "  I  will  have  to  pay  interest  on  that  paper."  Ho 
would  tell  you  that  it  will  be  a  great  deal  cheaper  for  you  to  pay  interest  than 
to  be  liable  at  any  day,  whenever  there  is  the  slightest  rumor  as  to  your  solvency  or 
any  tightness  in  the  money  market,  to  have  these  notes  pour  in  over  your  counter  for 
payment  Suppose  you  still  hope  to  find  some  one  who  is  willing  further  to  trust  you, 
and  you  pay  out  those  notes  again  the  next  day  ? 

It  would  put  you  in  the  power  of  any  man  who  wanted  to  break  you  down  and  who 
should  buy  up  your  notes  and  hand  them  over  the  counter  when  you  had  the  least  cash 
to  meet  them  Y  If  a  business  man  is  to  be  independent,  he  must  arrange  his  paper  so 
that  he  can  meet  it  when  it  comes  due.  Look  at  the  fix  into  which  our  government  has 
gotten  itself.  It  is  keeping  out  $346,000,000  of  demand  notes.  It  has  enacted  a  law 
by  which,  as  fast  as  they  are  brought  back  in,  they  are  paid  out  again.  This  puts  the 
government  of  the  United  States  absolutely  at  the  mercy  cf  Wall  Street.  If  the  govern- 
ment didn't  have  its  demand  notes  outstanding,  capitalists  could  not  shake  the  credit  of 
this  government.  It  can  levy  taxes,  it  can  pay  its  debts,  it  can  get  on  easily  enoughf 
provided  it  does  its  business  in  a  business-like  way.  The  government  can  beat  Wal 
Street — just  as  any  man  can  beat  Wall  Street— only  by  keeping  its  paper  out  of  Wall 
Street. 

••free  coinage  "—forced  currency. 

The  "  Free  Coinage"  agitation  is  another  phase  of  the  flat  money  movement.  "Free 
Coinage  "  is  a  misnomer.  The  word  "  free  "  is  simply  the  livery  of  heaven  which  its 
advocates  have  stolen  in  which  to  serve  the  devil.  Let  me  explain.  If  government, 
appreciating  that  its  citizens  use  gold  and  silver  as  media  of  exchange,  chooses  to  ac- 
commodate them  by  supplying  coins  of  convenient  size  and  guaranteed  weight  and 
fineness,  that  is  all  right.  It  is  a  good  way  for  the  government  to  serve  the  people.  If 
it  makes  no  charge  or  distinction  in  doing  this,  but  gives  anybody  who  chooses  to  bring 
bullion  the  full  amount  of  that  bullion  in  minted  coin,  and  then  leaves  each  man  free 
to  do  what  he  pleases  with  it,  we  have  free  coinage  and  free  commerce,  just  as  free  as 
anything  could  be.  Is  that  what  our  silver  friends  want?  No.  They  appreciate  per- 
fectly that  this  would  do  them  no  good.  What  they  want  is  a  law  to  give  forced 
currency  to  depreciated  silver. 

Look  at  the  situation.  The  law  to  make  people  take  silver  is  not  asked  for  by  any- 
body who  wants  silver.  If  people  want  silver,  no  law  is  necessary  to  compel  them  to 
take  it.  It  is  just  because  people  do  not  want  silver,  and  will  not  take  it  unless  they 
are  compelled  to,  that  the  free  silver  people  want  a  law  to  make  them  take  it.  The  only 
people  who  want  the  law  are,  therefore,  not  those  who  want  silver,  but  who  want  to  get 
rid  of  silver,  or  who,  owing  debts  payable  in  gold  and  thinking  they  can  buy  silver 
more  cheaply,  want  to  make  their  creditors  take  it  instead  of  the  gold  they  owe. 

It  is  in  Nevada,  Colorado,  Arizona  and  the  other  States  whose  politicians  are 
clamoring  for  free  silver  that  the  people,  and  even  the  free  silver  capitalists,  most  uni- 
formly hoard  gold  and  take  silver  only  when  they  cannot  help  it.  The  banks  of  those 
states  hold  eight,  nine  and  ten  times  as  much  of  gold  as  of  silver.  Those  who  borrow 
of  Senator  Stewart,  the  millionaire  "free  coinage  "  leader  are  obliged  to  make  their 
bonds  payable  in  gold.  Indeed,  the  whole  "  free  coinage  "  business  is  an  attempt  by 
those  who  advocate  it  to  make  other  people  take  something  they  don't  want  themselves. 
Could  a  man  be  engaged  in  a  meaner  business  ? 
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One  cannot  blame  the  free-silver  men  for  getting  mad  when  they  are  called  dis- 
honest. That  shows  they  have  somewhat  of  self-respect  left.  But  whet  is  it  they  are 
trying  to  do?  If  I  buy  a  coat  for  $10,  that  means  that  the  man  who  sells  it  buys  $10 
with  a  coat.  Democrats  don't  believe  that  government  ought  to  interfere  to  make  me 
buy  one  coat  when  I  would  prefer  to  buy  another  ;  and  no  honest  man  believes  that  I 
ought  to  be  made  to  accept  a  coat  different  from  the  one  I  have  bought.  Will  some 
free  silver  man  explain  how  it  is  any  more  honest  to  make  me  contract  for  one  Kind  of 
dollars  when  I  would  prefer  another  kind,  or  to  make  me  accept  silver  dollars  when  I 
have  contracted  for  gold  ones?  If  it  is  swindling  for  you  to  cheat  me  at  the  coat  end  of 
the  trade,  is  it  any  less  dishonest  for  me  to  swindle  you  at  the  money  end  of  the 
transaction? 

It  may  be  answered  that  we  would  still  be  free  to  make  special  contracts  calling  for 
gold  if  we  so  preferred.  In  the  first  place  that  is  not  the  proposal  of  the  more  radical 
"friends of  silver.'*  Again,  if  the  suggestion  has  any  force,  it  destroys  their  own  posi- 
tion. For  that  is  just  what  they  can  do  now  in  regard  to  silver.  If  legislation  is  to 
help  them  it  must  be  such  as  to  make  less  convenient  the  use  of  gold,  which  commerce 
prefers ;  and  therefore  such  as  arbitrarily  to  interfere  with  commerce. 

But  the  free  silver  men  ask  :  "Is  not  a  silver  dollar  as  good  as  a  gold  dollar,  and 
don't  they  circulate  on  even  terms  ?  And  if  so,  why  shouldn't  we  extend  the  bimetal- 
lism we  now  have  ?  "  No,  a  silver  dollar  is  not  as  good  as  a  gold  dollar,  and  it  does  not 
circulate  on  even  terms  with  it  here  or  anywhere  else  ;  and  the  only  reason  that  bimetal- 
lism in  this  country  is  not  a  farce  is  because  it  doesn't  exist  here  at  all — and  never  has 
existed  here  or  anywhere  else. 

If  I  go  to  the  Bank  of  Commerce  and  ask  to  have  my  note  at  thirty  days  discounted  for 
$1,000,000,  the  poiite  cashier  will  explain  tome  that  they  have  not  got  the  money  to 
loan.  Any  one  knows  what  that  means.  If  I  can  get  Mr.  Vanderbilt  to  write  his 
name  on  the  back  of  it,  I  can  take  it  baek  to  the  same  bank  and  it  will  discount  the 
note  at  once  and  hand  me  the  money  if  I  want  it.  Supposing  I  had  done  so,  and  should 
brag  that  the  Bank  of  Commerce  had  discounted  my  note  for  $1,000,000.  Is  there  a 
man  who  would  not  know  better,  and  who  would  not  be  able  to  tell  me  that  it  was  Mr. 
Vanderbilt's  indorsement  that  was  discounted,  and  not  my  note  ?  Now,  a  silver  dollar 
has  50  cents  worth  of  silver  in  it,  and  under  the  Sherman  act  the  stamp  of  the  Govern- 
ment gives  it  a  gold  indorsement.  With  that  indorsement,  it  passes  for  a  gold  dollar. 
It  is  not  the  50  cents  worth  of  silver  that  passes  for  a  dollar  ;  it  is  the  50  cents  worth  of 
silver  and  the  50  cents  of  gold  indorsement  that  passes,  and  I  might  just  as  well  say  that 
my  note  was  as  good  as  Mr.  Vanderbilt's,  because,  when  he  had  indorsed  it,  I  could  get 
it  discounted,  as  to  claim  that  a  silver  dollar  is  as  good  as  a  gold  dollar  just  because, 
when  a  silver  dollar  has  a  gold  indorsement,  I  can  pass  it  on  even  terms  with  a  gold 
one. 

There  is  auutner  item  which  should  be  noted  here.  Mr.  Vanderbilt  is  woi  «a  a  good 
deal  more  than  $1,000,000,  and  it  would  not  hurt  his  credit  even  if  it  were  known  that 
he  had  indorsed  my  note  for  that  amount.  If,  however,  it  was  known  that  he  had  writ- 
ten his  name  across  the  backs  of  a  number  of  blank  notes,  and  had  given  them  to  me  to 
be  filled  out  and  signed  by  me  as  I  might  see  fit,  his  credit  would  be  gone,  and  his  in- 
dorsement would  be  worth  no  more  than  mine.  Just  so  with  our  silver  currency.  Our 
Government  is  a  wealthy  one,  and  the  fact  that  it  has  put  a  gold  indorsement  upon 
nearly  a  thousand  millions  of  fiat  paper  and  depreciated  silver  has  not  yet  destroyed  its 
credit— though  we  have  all  seen  how  nearly  it  did.  Free  silver,  however,  means 
either  that  we  shall  go  to  a  silver  basis  at  once,  or  that  the  Government  shall  put 
a  gold  indorsement  upon  all  the  silver  that  anybody  in  the  wo-ld  now  or  hereafter 
chooses  to  bring  it.  The  moment  such  a  law  was  passed  its  credit  would  be  no  better 
than  that  of  Mr.  Vanderbilt,  who  had  trusted  me  with  his  check  book  ;  and  we  would 
be  on  a  silver  basis  notwithstanding. 


FREE  COINAGE  DISSECTED.  373 

U.II  — "  — 

BIMETALLISM. 

None  Here  Now — Nor  Anywhere — Nor  Ever. 

**  Bimetallism  "  is  simply  a  third  phase  of  the  fiat  idea— an  attempt  to  prescribe  by 
law  the  rate  at  which  men  shall  value  one  metal  when  compared  with  another.  It  has 
never  existed,  and  never  can  exist,  except  while  the  two  metals  remain  at  the  same 
commercial  value  when  compared  with  each  other,  as  that  expressed  by  the  ratio  fixed 
by  law — something  that  never  occurs  except  by  chance,  and  never  continues— even  by 
chance — for  any  considerable  time. 

The  result  of  every  attempt  at  bimetallism  is  monometallism  of  the  cheaper  metal, 
with  the  dearer  metal  driven  out  of  circulation.  There  is  nothing  occult  about  the 
way  this  works.  If  you  owed  $50  and  you  could  pay  it  with  coins  which  you  could 
buy  for  $50  or  less,  would  you  pay  it  instead  with  coins  that  would  cost  you,  or  that 
you  could  sell  for,  $55  or  $60  ?  Ordinarily  not.  Do  you  know  anybody  else  who 
would  do  so  ?  Unless  men  are  foolish  enough  to  use  the  dearer  money,  when  the 
cheaper  will  serve  them  just  as  well,  the  cheaper  metal  will  be  the  only  one  used. 

This  is  not  merely  in  accord  with  reason,  but  with  universal  experience. 
In  1792  our  forefathers,  noting  that  business  men  used  silver  coins  and  gold 
coins,  arranged  to  meet  their  convenience  by  minting  them,  and  adopted  a  ratio 
between  gold  and  silver,  which  they  found  to  be  that  of  commerce.  The  law  had 
hardly  been  enacted  before  the  commercial  ratio  changed,  so  that,  at  the  ratio  provided, 
silver  was  the  cheaper  of  the  two  metals — and  the  result  was  that,  with  theoretical  bi- 
metallism in  the  law,  we  actually  had  silver  monometallism  until  1834.  At  that  time 
the  ratio  was  so  changed  as  to  make  gold  the  cheaper  metal ;  and  we  have  had  gold  mon- 
ometallism ever  since— silver  having  been  circulated  only  to  the  extent  that  it  has  had  a 
gold  indorsement.  England  has  had  the  same  experience,  and  so  has  France.  There 
has  never  been  actual  bimetallism  anywhere  ;  and  there  never  can  be  any  until  there 
■hall  grow  up  men  so  generous  or  so  foolish  as  to  use  the  dearer  instead  of  the  cheaper 
of  twometals  for  paying  their  debts. 

INTERNATIONAL  BIMETALLISM. 

WHY  IMPRACTICABLE. 

International  bimetallism  is  no  more  practicable  than  National  bimetallism.  So 
long  as  you  leave  business  men  free,  they  are  no  more  likely  to  pay  their  debts  in  dear 
coins  when  they  can  get  cheap  coins— just  because  ten  countries  have  made  a  law — than 
they  are  just  because  one  country  has  done  so. 

The  advocates  of  international  bimetallism  are  in  the  main  divided  into  two  classes : 
First,  the  large  class  who  seem  to  have  agreed  upon  international  bimetallism  as  a 
dignified  part  of  the  fence  upon  which  to  sit  until  they  are  prepared  to  get  down  on 
one  side  or  the  other ;  and,  teeond,  those  who  assume,  without  stopping  to  think, 
that  International  bimetallism  Involves  the  concert  of  the  great  nations  of  th*  world  in 
a  scheme  something  like  the  Sherman  pig  silver  purchase  act. 

Of  course  if  they  chose  to  do  as  we  did  between  1890  and  1893— actually  purchase 
and  store  away  an  enormous  amount  of  silver,  they  could  actually  raise  the  price  of  sil- 
ver, until  its  production  caught  up  with  the  abnormal  demand  thereby  created— though 
what  would  happen  when  this  occurred,  and  the  assembled  government^  found  them- 
selves loaded  with  an  almost  incalculable  mass  of  depreciated  silver,  which  they  could 
not  use  without  setting  free,  and  the  setting  free  of  which  would  break  the  silver  mar- 
ket for  •  generation,  no  one  can  predict. 

The  fact  is  that  international  bimetallism  involves  nothing  of  the  sort,  but  rather  an 
agreement  upon  the  value  ratio  between  gold  and  silver— say  16  to  1— and,  opening  the 
mints,  free  coinage  of  both  metals  at  such  ratio.  This  would  have  no  more  effect  upon 
th«  commercial  ratio  between  silver  and  gold  than  would  similar  action  with  regard  to 
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wheat  and  barley,  or  cotton  and  silk.  Demand  and  supply  would  still  control  the  price 
of  the  metals  and  fix  their  commercial  ratio  with  reference  to  each  other.  The  mere 
privilege  of  using  either  one  of  two  metal3  in  which  to  pay  a  debt  would  never  be 
availed  of  by  anyone  except  by  the  invariable  choice  of  the  cheaper  metal.  Inter- 
national bimetallism  must  be  a  dead  letter  if  it  does  not  change  the  relation  of  supply 
Jind  demand. 

It  could  do  this  by  adding  to  the  supply  of  gold— for  example,  by  subsidizing  gold 
mining,  or  by  decreasing  the  supply  of  silver — say  by  heavily  taxing  silver  mining,  or 
by  buying  up  and  hoarding  at  a  constantly  increasing  cost  enough  silver  to  keep  the 
market  cornered.  Or  men  might  be  forced  to  use  silver  when  it  would  be  more  con- 
venient for  them  to  use  gold — one  plan  sometimes  tried  having  been  to  impose  a  penalty 
upon  anybody  who  used  or  had  in  his  possession  more  than  a  certain  amount  of  gold. 
But  neither  these  nor  other  effective  alternatives  seem  likely  to  be  tolerated  for  a 
moment  in  this  age  of  comparative  enlightenment  and  freedom.  International  bimetal- 
lism, therefore,  is  not  apt  ever  to  have  a  more  actual  existence  than  in  the  past — which 
is  not  at  all. 

There  are,  however,  a  few  bimetallbts  who  argue  thus :  "  If  several  strong  govern- 
ments at  once  should  open  their  mints  to  the  free  coinage  of  silver  at  some  fixed  ratio 
with  gold„  aud  make  the  two  metals  unlimited  legal  tender  at  the  ratio  thus  fixed,  then 
the  world's  stock  of  unminted  silver  would  become,  potentially,  so  much  coin.  This 
would  be  equivalent  to  a  demand  at  coinage  rates  for  all  the  silver  in  the  world,  and 
would  thus  raise  the  price  of  silver  as  compared  with  gold  to  the  coinage  ratio." 

It  is  true  that  the  world's  legal  tender  currency  would  thus  be  reduced  to  a  silver 
basis,  so  that  silver  could  always  be  said  to  be  at  par,  no  matter  how  much  it  depreciated 
— just  as  with  our  greenback  legal  tenders  during  the  war.  But  it  is  not  true  that  gold 
would  then  be  circulated  at  coinage  par,  or  that  it  would  be  rated  any  more  cheaply  than 
now  when  compared  with  silver,  or  that  there  would  thus  be  created  any  new  demand 
for  silver  that  would  make  it  worth  more  than  now  when  compared  with  gold. 

To  be  effectual  the  new  demand  must  be  such  as  will  actually  furnish  an  additional 
market  for  the  actual  silver.  It  cannot  be  expected  that  individuals  will  do  this. 
They  certainly  will  not  do  so  unless  they  actually  want  more  silver  for  use ;  and  it  must 
be  remembered  that  commerce  has  long  been  discarding  the  actual  use  of  silver  as  a 
medium  for  payments — as  well  in  double  standard  countries  and  silver  standard  coun- 
tries as  in  gold  standard  ones,  and  as  well  when  silver  was  undervalued  as  when  it  was 
overvalued.  The  reduction  of  the  world's  legal  tender  currency  to  a  silver  standard 
would  no  more  induce  people  to  keep  hoards  of  silver  or  to  use  silver  when  it  was  not 
convenient  than  would  the  sale  of  flour  by  the  hundred -weight  instead  of  the  barrel 
create  a  new  market  for  small  bags  and  casks.  The  governments  themselves  could,  to 
be  sure,  create  a  demand  for  silver  at  coinage  rates  in  gold,  but  only  by  giving  gold  for 
silver  at  that  rate  until  by  their  purchases  of  silver  on  this  basis  they  had  so  cornered  the 
silver  market  as  to  have  raised  the  gold  price  of  silver  to  coinage  par.  But  this  is  not 
proposed,  and,  as  noted  above,  would  soon  prove  ruinous  if  tried.  Any  thing  less 
would  result  in  monometallism  with  the  cheaper  metal  as  the  standard— actually  used, 
just  as  now,  only  in  comparatively  small  transactions;  while  gold  would  remain,  just  as 
now,  the  standard  by  which  the  world's  commerce  would  be  regulated  and  the  medium 
in  which  wealth  would  be  stored  and  by  which  it  would  be  transferred. 

In  less  civilized  times,  the  refusal  of  governments  to  mint  gold  except  at  an  arbi- 
trary ratio  when  compared  with  silver  might  slightly  have  obstructed  this  course;  but 
commerce  has  become  so  indifferent  to  the  aid  of  law  that,  from  the  United  Statet 
Treasury  down,  an  increasing  proportion  of  the  gold  that  is  accounted  for  in  dollars  is 
left  in  gold  bars  for  the  sake  of  convenience,  and  gold  contracts  are  becoming  the  rule 
in  all  considerable  transactions  throughout  the  world,  without  reference  to  local  law. 

On  another  point  in  this  connection  I  quote  from  Ex-Secretary  of  the  Treasury,  Hon. 
Charles  S.  Fairchild:— 
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LIMIT  OF  THE  POWER  OP  GOVERNMENT. 

Let  us  look  for  one  moment  to  see  what  Government  can  do  about  money.  Suppose  you  go  to  the 
aaint  with  a  lump  of  silver  or  gold.  What  can  the  Government  do  to  that  ?  It  can  put  it  in  the  f  orm 
♦f  a  coin  and  call  it  a  dollar.  That  means  that  it  contains  so  many  grains  of  gold  or  so  many  grains  of 
pure  silver  with  so  much  alloy.  That  fs  what  the  stamp  means,  and  it  does  not  mean  anything  else. 
Now,  that  thing,  so  far,  has  added  no  value  whatever  to  the  lump  of  silver  or  gold  that  you  took  there, 
except  that  it  has  made  it  a  little  more  convenient  for  men  to  use,  and,  therefore,  if  you  had  your 
ehoice  between  a  lump  of  silver  unstamped  and  a  lump  of  silver  or  gold  stamped,  you  would  take  the 
stamped  one,  because  it  would  be  a  little  more  convenient.  Experience  has  shown  that  mankind 
would  not  allow  a  difference  of  but  a  very  few  grains  in  deciding  him  as  to  whether  he  shalll  take  the 
thing  unstamped  or  stamped.  That  little  stamp  was  of  almost  lnnnitesimally  small  value  as  to 
determining  the  choice  of  man,  as  to  whether  he  would  take  the  thing  with  the  stamp  or  without  the 
stamp. 

Now,  the  other  thing  that  it  can  do:  It  can  make  that  piece  of  money  a  legral  tender  for  the 
payment  of  debts.  Now,  that  seems  at  first  blush  to  be  a  thing  that  would  give  it  a  great  deal  of 
value.  Experience  has  shown  that  it  has  has  not  had  that  effect.  Almost  all  legal-tender  moneys 
have  had  behind  them  the  credit  of  the  Government  issuing  them,  but  when  the  credit  of  the  Govern- 
ment issuing  those  moneys  was  gone  we  found  that  the  moneys  became  utterly  worthless,  although 
the  legal-tender  quality  was  still  there.  Now,  what  did  that  legal-tender  quality  enable  those  moneys 
to  do?  It  enabled  them  to  pay  past  debts;  nothing  else.  Yet  it  would  seem  to  us  as  if  past  debtsmust 
be  so  large  that  the  power  to  pay  them  would  give  a  great  value  to  substance  that  Is  endowed  with 
that  power,  but  history  has  shown  that  money  endowed  with  that  power,  has  become  utterly  valueless. 

We  have  been  led  to  believe  that  Government  had  some  almighty  power  to  imbue  a  thing  with  the 
quality  of  paying  past  debts.  Yet  we  find  by  statistics  that  cannot  be  questioned  that  in  no  year  did 
more  than  4  per  cent,  of  the  transactions  of  that  year  consist  of  the  payment  of  debts  that  antedated 
that  year.  You  see  what  an  infinitely  small  quantity  this  thing  must  become  by  demonstration  ia 
value-giving  power. 

If  such  a  great  and  powerful  Government  as  was  the  Government  of  France  after  the  Revolution 
was  not  able  to  give  any  power  to  its  paper  money  when  the  credit  of  the  Government  was  gone,  then 
how  can  we  say  that  any  combination  of  Governments  can  multiply  nothing  by  something  and  have 
anything  but  nothing  left.  I  don't  think  it  is  worth  while  to  be  deluding  ourselves  with  any  notion  of 
this  kind.  If  I  believed  that  any  half  dozen  Governments  of  the  world  could  do  this,  if  I  believed  it 
was  proper  that  this  should  be  done,  then  I  think  I  should  be  in  favor  of  free  silver,  because  I  would 
be  impressed  by  the  argument  that  this  was  a  great  and  powerful  country,  and  It  could  come  pretty 
Bear  doing  alone  that  which  half  a  dozen  countries  combined  could  do. 

Of  course,  if  government  coerces  people,  it  can  make  them  do  things.  But  no  one 
proposes  that.  Or,  government  can  obstruct  commerce.  If  the  government  says  gold 
shall  not  be  paid  to  people  who  want  it  by  people  who  have  agreed  to  pay  it,  then,  I 
grant  you,  you  could  largely  drive  gold  out  of  circulation  ;  and  you  could  in  the  same 
way  demoralize  business  in  this  or  any  other  country.  But  no  one  proposes  this ;  and, 
so  long  as  people  are  not  coerced  and  commerce  is  not  obstructed,  the  commerce  that 
prefers  gold  now  will  prefer  it  then.  There  would  not  be  one  dollar's  more  demand 
made  for  silver,  unless  you  arbitrarily  interfered  and  obstructed  men  in  getting  the  gold  ; 
and,  until  you  want  to  commit  government  to  that  tyranny,  there  is  no  use  in 
bothering  about  international  bimetallism. 

Even  if  we  could  bring  it  about  it  ought  not  to  be  done.  If  it  is  right  for  govern- 
ment to  interfere  to  raise  the  price  of  a  commodity,  or  to  compel  people  or  to  induce 
people  to  take  money  that  they  otherwise  would  not  take,  it  is  right,  whether  England 
«r  Germany  or  Prance  join  in  it  or  do  not.  If  it  is  right  and  it  is  beneficent,  we  ought 
to  be  at  work  at  it,  we  onght  to  do  everything  we  can  toward  it,  we  ought  to  be  plan- 
ning to  exert  just  as  much  influence  as  this  country  can  command,  in  order  to  bring 
about  that  beneficent  condition  of  things.  But,  if  it  is  wrong  or,  if  it  is  foolish,  then  it 
does  not  become  any  the  less  so  because  we  have  gone  into  partnership  with  othersinners 
or  fools;  and  we  ought  not  to  be  a  party  to  such  a  scheme,  who  ever  proposes  it. 

"TREAT  THEM  ALIKE." 

Our  silver  friends  appeal  to  us  to  treat  gold  and  silver  alike.  "We  should  treat 
men  alike,  and  let  each  do  what  he  pleases  with  the  gold  or  silver  he  has.     It  is  claimed 
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that  gold  is  a  legal  tender.  That  is  true.  It  is  not  true,  however,  that  it  is  worth  any 
more  on  that  account.  As  a  matter  of  fact,  bar  gold,  which  is  not  legal  tender  at  all,  is 
worth  more  to-day  than  is  the  same  amount  of  gold  in  gold  coins,  which  are  legal  tenders 
Commerce  uses  gold  because  it  prefers  it,  not  because  of  the  law.  It  would  use  it  just 
the  same  if  there  were  no  law.  The  law,  as  it  stands,  is  therefore  immaterial.  Com- 
merce has  repudiated  silver  as  a  measure  of  values.  It  does  not  use  it  simply  because  it 
does  not  like  it.  A  law  to  force  silver  into  use  would,  therefore,  be  tyrannical  and  an 
arbitrary  interference  with  commerce. 

REASONS  FOR  THE  USE  OF  GOLD. 

The  preference  of  commerce  for  gold  is  not  a  matter  of  right  or  wrong  ;  it  is  a 
matter  of  fact.  People  who  do  business  have  a  right  to  do  it  in  the  way  that  suits  them 
best,  and  commerce  has  found  gold  most  convenient ;  that  is  all.  There  is  so  little  of  it 
in  existence  that  a  small  quantity  contains  a  great  deal  of  wealth.  That  makes  it  con- 
venient to  use  and  transport.  It  is  easily  divisible  and  almost  indestructible.  That  makes 
it  handy  to  use,  and  leaves  the  world's  stock  at  any  time  practically  all  that  has  been 
mined  in  the  centuries  before,  so  that  it  is  subject  to  only  very  slight  variation  by  the 
increase  or  decrease  of  production  in  any  one  year  or  within  a  short  period,  and,  there- 
fore, is  comparatively  stable  in  value.  And  the  fact  that  the  supply  is  thus  stable  and 
that  it  is  easily  transported  and  is  indestructible  tends  to  keep  it  the  same  value  all  over 
the  world.  All  these  things  do  not  make  gold  perfect  for  purposes  of  currency,  but 
they  do  make  it  more  perfect  than  is  the  case  with  any  other  metal.  This  becomes  more 
and  more  so  as  our  commerce  becomes  more  and  more  of  international  rather  than  of 
local  character.  It  is,  therefore,  perfectly  easy  to  understand  why  silver  has  been  so 
generally  discarded  as  a  measure  of  value,  and  why  it  would  be  foolish  to  try  to  rein- 
state it. 

A  good  deal  of  complaint  is  made  as  to  the  small  amount  of  gold  in  the  world .  It 
is  the  very  fact  that  gold  is  found  only  in  small  amounts  that  makes  it  so  desirable  for 
currency.  If  it  was  as  abundant  as  iron  it  would  be  as  unavailable  as  iron  for  money 
purposes.  As  to  the  comparative  quantity :  There  has  not  been  five  years  since  1850 
when  there  has  not  been  a  much  larger  amount  of  gold  in  the  world  in  proportion  to 
the  necessity  for  its  use  than  there  was  in  the  preceding  five  years.  And  there  is  more 
to-day,  in  proportion  of  the  necessity  for  its  use  for  business  than  there  ever  was  be- 
fore. 

The  silver  people  keep  charging  that  gold  is  appreciating.  This  may  be  so,  but  I 
doubt  it.  And  taking  the  one  commodity  of  most  importance  to  man,  of  which  the 
greatest  amount  is  bought  and  sold  every  day  in  every  part  of  the  world — man's  labor — 
I  find  that,  measured  by  it,  gold  has  been  steadily  growing  cheaper  and  is  to- day  cheaper 
than  it  was  ten  years  ago.  Such  being  the  case,  it  seems  to  me  probable,  not  that  gold 
is  appreciating,  but  that  inventions  and  improvement  of  transport  and  cornmunicatioa 
have  cheapened  nearly  everything  else.  But  suppose  gold  has  appreciated.  Is  that  an 
evil  to  be  stopped  by  law  ?  When  cotton  goes  up,  do  we  pass  laws  to  keep  it  down  T 
When  the  price  of  wheat  is  high,  do  we  ask  Congress  to  make  it  low  ?  Is  it  our  busi- 
ness to  interfere  by  law  with  the  natural  course  of  prices  ?  No  Democrat  at  least  caa 
oonsent  to  go  into  that  business. 

CONSEQUENCES  OF  FREE  COINAGE  AS  PROPOSED. 

ON  CREDITORS. 

Suppose  our  free-silver  friends  had  their  way.  What  would  be  the  result  T  Every 
man  to  whom  a  dollar  is  now  due  would  be  compelled  to  accept  half  of  what  there  is 
to-day  coming  to  him.  Is  there  any  way  to  keep  that  from  colliding  with  the  Ten  Com- 
mandments? I  know  they  talk  a  great  deal  about  the  man  who  contracted  a  debt  twenty 
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years  ago  and  who  now  finds  that  it  takes  more  wheat  or  cotton  to  pay  it.  That  is  not 
the  real  question.  The  first  question  is,  "What  has  he  agreed  to  do?  and  whether,  just 
because  he  finds  it  hard  to  keep  his  agreement,  he  shall  be  allowed  to  break  it  ?  Again, 
if  wheat  and  cotton  are  cheap  to-day,  it  is  because  that,  take  the  world  over,  wheat  and 
cotton  are  produced  and  transported  more  cheaply  than  they  were  twenty  years  ago . 
Does  he  propose  that  the  world  stop  and  adjust  its  business  affairs  to  his  own  failure  to 
keep  up  with  its  progress? 

Again,  every  one  knows  that  the  great  bulk  of  all  the  credits  in  this  country  to-day 
are  not  those  which  date  twenty  years  back,  or  ten  years  back,  or  five  years  back^  but 
are  in  the  main  the  current  accounts  between  man  and  man  of  transactions  duri»£  the 
last  year  or  two.  Even  if  it  were  fair  to  interfere  by  law  to  adjust  the  hardship  of  a  single 
debtor  in  his  relations  with  his  creditors  of  twenty  years'  standing,  is  it  fair  tc  permit 
by  law  twenty  debtors  on  last  year's  transactions  to  swindle  twenty  creditors  in  order 
that  one  debtor  may  be  coddled? 

INTEREST. 

The  readers  of  this  do  not  need  to  have  it  explained  that  business  activity  depends  in 
large  measure  upon  a  low  rate  of  interest,  which  is  the  most  conclusive  proof  of  plenty 
of  money  to  be  loaned .  If  I  can  get  capital  at  4  per  cent,  a  year,  I  may  build  a  factory 
and  employ  hands  and  carry  on  an  industry  successfully  and  with  profit  to  myself,  where 
if  I  had  to  pay  6  or  7  per  cent,  for  the  money,  or  could  not  borrow  it  at  all,  I  might  be 
unable  to  do  so,  and  the  factory  would  remain  unbuilt  and  the  labor  unemployed.  How 
are  we  to  have  interest  cheap  and  money  abundant?  Capitalists  are  no  worse  than  other 
men.  But  they  are  no  better.  They  are  just  like  yourselves.  What  would  you  do? 
Suppose  there  were  a  lot  of  men  who  advocated  the  passage  of  a  law  that,  after 
you  had  loaned  out  money  on  gold  values,  would  force  you  to  accept  silver  values  in 
return — would  you  be  in  a  hurry  to  lend  money?  Would  you  not  rather  keep  it  locked 
up  in  a  trust  company  or  else  loan  it  only  at  high  interest  and  for  short  terms?  And 
then,  if  this  agitation  stopped  and  every  one  became  satisfied  that  there  would  be  no  in- 
terference with  the  standard  of  values,  and  that  capital  when  loaned  out  would  be  safe 
and  would  be  repaid  in  money  as  good  as  loaned,  would  not  you — would  not  every 
capitalist— be  prompt  to  offer  to  loan  his  funds  at  interest,  however  low,  rather  than  let 
them  remain  idle? 

This  country  to  day  affords  an  object  lesson  of  this.  In  those  parts  of  the  country 
where  the  people  believe  that  our  currency  is  safe  and  that  no  change  in  its  standard  is 
likely  to  take  place,  plenty  of  money  can  be  had  at  four  and  five  per  cent.,  while  in 
those  parts  of  the  country  in  which  the  people  are  confident  that  free-coinage  legisla- 
tion will  be  had,  and  that  a  loan  made  for  any  long  time  ahead  may  be  repaid  in 
depreciated  silver,  there  is  scarcely  a  place  where  you  can  borrow  money  on  very  long 
time  at  all,  except  on  gold  contracts,  or  even  on  short  time,  at  less  rates  than  six  or 
eight  per  cent.  Free  silver  would  not  add  a  dollar  to  the  real  wealth  of  the  West  or 
South .  But  the  apprehension  of  it  has  kept  from  those  sections  of  the  country  the 
millions  upon  millions  of  capital  that,  had  they  been  invested  there,  might  have  made 
each  prosperity  as  the  world  has  not  seen  since  the  sun  shone  upon  Eden. 

WAGES. 

And  last,  what  would  be  the  effect  upon  wages?  To  the  precise  extent  by 
which  free  coinage  permits  the  depreciation  of  the  currency  in  which  wages  are  paid, 
to  that  extent  it  effectually  reduces  them,  although  they  may  still  remain  nominally  at 
the  same  amount.  If  the  workingmen  of  this  country  are  prepared  for  such  a  change, 
there  is  one  consolation;  they  have  the  votes,  and  the  matter  is  in  their  hands.  If  they 
do  not  believe  in  thus  sacrificing  themselves  in  behalf  of  those  who  are  seeking  a  new 
way  to  pay  old  debts,  they  can  keep  any  such  scheme  from  being  successful. 
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WHO  WOULD  MAKE  AND  WHO   WOULD  LOSE. 

If  we  went  to  a  silver  basis,  as  we  should  do  if  we  had  free  coinage,  the  men  who 
would  profit  are  bankers,  who  own  the  gold,  which  they  would  hoard,  and  would  be 
permitted  to  pay  their  depositors  in  depreciated  silver.  It  would  be  their  depositors 
who,  having  deposited  money  as  good  as  gold,  would  be  forced  to  accept  depreciated 
•ilver  instead.  The  insurance  companies  would  profit,  whose  thousands  of  millions  of 
investments  are  so  largely  in  mortgages,  by  their  terms  made  payable  in  gold.  The 
widow  and  the  orphan  would  suffer  by  having  their  policies  paid  in  silver,  whose 
purchasing  price  would  be  only  one-half  as  much  as  the  gold  that  they  would  otherwise 
receive.  The  capitalist  employer,  with  his  investments  in  lands,  in  factories,  and 
every  class  of  wealth,  would  see  it  double  in  price  upon  his  lands  almost  at  once.  His 
employe  would  be  paid  the  same  wages  he  now  receives  in  a  currency  which  would  buy 
•nly  half  a3  much,  until,  after  years  had  passed  in  the  slow  readjustment  of  wages,  he 
might  have  secured  somewhat  more  of  his  rights. 

APPRECIATION  OF  GOLD  AND  WAGES. 

In  this  connection  there  is  one  point  that  I  wish  somewhat  to  dwell  upon.  Suppos- 
that  gold  has  appreciated,  what  is  the  effect  of  this  upon  our  wage  earners,  the 
majority  of  our  voters?  Take  your  daily  papers  and  look  at  wholesale  prices  of  goods 
and  food.  You  will  find  that  they  change  daily  and  sometimes  repeatedly  within  the 
day.  As  to  retail  prices,  you  know — or,  if  you  don't,  your  wife  does— that  they  change 
pretty  often,  in  some  things  every  month  or  so,  and  in  some  things  every  week  or  two. 
Now,  take  wages.  You  know  that  changes  are  comparatively  rare,  generally  not  more 
than  once  or  twice  a  year,  and  often  only  once  in  two  or  three  years.  What  does  that 
mean?  It  means  that  the  price  of  labor  is  more  conservative  than  are  the  prices  of 
goods  tha^  labor  buys — hence,  that  if  our  currency  is  appreciating  so  as  to  make  a  dollar 
buy  more  goods,  there  will  be  weeks,  months,  perhaps  years,  during  which,  while 
wages  have  not  changed,  a  man  will  be  able  to  buy  more  with  them.  In  other  words, 
the  appreciation  of  gold,  so  long  as  wages  are  paid  on  a  gold  standard,  means  that  every 
laborer  gets  more  and  more  for  the  same  amount  of  wages.  And  to  the  precise  exten 
that  you  prove  that  the  course  of  events  of  late  years  has  been  the  appreciation  of  gold 
and  the  cheapening  of  prices  in  consequence ,  to  that  precise  extent  do  you  prove  that 
the  laboring  man  has  been  gaining  more  and  more  by  the  difference,  and  that  it  has 
come  out  of  the  manufacturer  and  capitalist. 

INFLATION  OF  PRICES  AND  WAGES. 

Take  the  opposite  case.  I  have  no  doubt  that  free-silver  legislation  would  in  a 
measure  accomplish  what  its  friends  claim — that  is,  soon  raise  the  price  of  everything 
that  is  bought  to  nearly  if  not  quite  double  their  present  rate.  Do  any  of  you  imagine 
that  your  wages  would  be  doubled  at  once?  Don't  you  know  that  you  would  wait 
months  and  years  for  the  slow  process  or  readjustment  by  strikes  and  lock-outs  before 
jour  wages  would  finally  be  raised  in  proportion. 

With  the  wage  earner,  therefore,  the  free  silver  case  stands  thus:  The  appreciation 
of  gold,  of  which  the  free-silver  people  complain,  is  the  very  process  that  will  give 
him  more  and  more  for  the  wages  he  gets  and,  therefore,  practically  increase  his  wages. 
The  inflation  of  prices  that  the  silver  men  are  fighting  for  is  the  very  thing  that  will 
reduce  the  purchasing  power  of  the  wages  he  gets,  and  will  thus  decrease  his  wages. 
Do  not  understand  that  I  claim  that  we  should  oppose  free  coinage  and  welcome 
She  appreciation  of  gold  just  because  it  secures  higher  wages  to  labor.  I  am 
apposed  to  free  coinage  because  I  believe  it  to  be  wrong.  At  the  same  time  it  is  proper 
liat  all  should  understand  just  what  would  be  its  effect.  It  may  be  that  wages  are  too 
Mgh  in  this  country  now.    Personally,  I  do  not  believe  such  to  be  the  case.    If  they 
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are  too  high,  however,  and  it  is  desirable  that  they  should  be  cut  down,  then  let  us  have 
that  issue  frankly  stated.  But  let  not  our  free-coinage  friends  clamor  for  legislation 
the  first  effect  of  which  would  be  to  reduce  by  one-half  the  wages  that  each  laboring 
man  receives,  and  at  the  same  time  invite  laboring  men  to  vote  for  such  a  programme 
without  telling  them  what  the  real  effect  would  be. 

I  confess  that  I  am  one  of  those  who  are  glad  to  see  the  prices  of  things  becoming 
cheaper  and  cheaper,  so  that  the  laboring  man  can  buy  more  and  more  with  every 
dollar  that  he  receives.  I  have  no  sympathy  with  those  who,  by  a  tariff  law  or  a  silver 
law  or  private  trusts  or  combinations,  are  continually  endeavoring  to  raise  prices  of  the 
goods  that  labor  has  to  buy.  I  have  no  more  sympathy  for  the  men  who  are  working 
to  day  to  bring  about  high  prices  of  clothes  and  food  than  had  the  Prophet  Amos  with 
the  inflationists  of  his  day,  whom  he  cursed  so  thoroughly  that  the  world  ever  since 
then  has  rung  with  his1  maledictions.  You  remember  how  he  described  them — it  strikes 
me  that  his  words  would  well  befit  the  present  situation — as  he  told  of  the  men  of  Ma 
day,  who  lay  awake  nights,  thinking  how  they  might  make  corners  in  food  and  put  ap 
prices— "  making  the  ephah  small  and  the  shekel  great" — that  is,  making  the  poor  pay 
more  for  their  flour— and,  as  he  put  it,  '*  falsifying  the  balances  by  deceit,"  thaf  they 
might  "buy  the  poor  for  silver  and  the  needy  with  a  pair  of  shoes ;  yea,  and  sell  the 
refuse  of  the  wheat/* 

APPRECIATION  OF  SILVER  AND  WAGES. 

•'  Well,  they  say,  "  why  would  it  not  be  a  good  thing  to  have  appreciation  of 
silver."  Why?  If  the  laboring  men  of  this  country  wanted  to  sell  silver  or  were 
being  paid  in  silver,  there  might  be  some  sense  in  it.  But  the  laboring  men  of  thi3 
country  are  being  paid  in  gold,  not  silver.  What  I  mean  is  this:  You  take  a  silver 
dollar.  There  is  fifty  cents  worth  of  silver  in  it.  You  stamp  the  government's  indorse- 
ment upon  it.  It  then  passes  for  a  dollar,  because  the  government's  indorsement  says : 
''Redeemable  in  gold."  So  that  our  laborers  are  now  getting  paid  in  gold  values. 
What  good  does  it  do  a  man  who  doesn't  own  silver,  who  doesn't  sell  silver,  who  geta 
paid  in  gold  values,  to  have  silver  cost  more? 

THE  SILVER  QUESTION  IN   A  NUTSHELL. 

But  there  is  another  way  to  look  at  it.  We  have  seen  how  appreciation  of  gold 
means  higher  wages  to  the  laborer.  Now  let  me  show  you  what  this  so-called  apprecia- 
tion of  silver  means.  I  shortly  since  heard  a  very  pleasant  gentleman,  Mr.  Cannon,  a 
delegate  in  the  next  Congress  from  Utah,  expound  the  silver  side  of  the  free 
silver  question :  and  he  went  on  to  explain,  first,  that  prices  of  goods  were  low 
here  because  they  were  measured  in  gold,  and  then  that,  on  account  of  our 
wages  here  being  paid  in  gold — which  was  costly — and  wages  in  India,  China 
and  Japan  being  paid  in  silver — which  wasn't  worth  only  one-half  what  it  had 
been — they  had  a  fifty  per  cent,  advantage,  and  that  therefore  there  was  great 
danger  of  manufacturers  being  driven  from  the  world's  markets.  Do  you  see  what 
that  means  ?  That  their  wages  are  so  much  lower  than  ours,  on  account  of  the 
appreciation  of  gold  here,  that,  unless  our  wages  are  made  equivalent  to  theirs  in  that 
respect  at  least — unless  prices  are  inflated  here  in  this  country  so  that  our  gold  wages 
will  buy  no  more  than  their  silver  wages,  their  labor  will  tend  to  drive  our  labor  out. 
In  other  words,  the  proposition  to  appreciate  silver  is  practically  a  proposition  to  cut 
the  wages  of  the  laborers  of  this  country  squarely  in  half,  in  order  to  increase  the 
profits  of  their  employers. 

Three  months  ago,  though  I  should  have  argued  this— for  I  believe  it  to  be 
true — I  should  not  have  ventured  to  state  that  it  was  the  serious  contention  of  the  free- 
silver  advocates.  But  I  have  not  merely  heard  it  put  forcibly  by  the  gentleman  I  have 
mentioned  as  speaking  for  that  cause,   but  I  have  it  in  another  statement.    Sir  Henry 
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Meysey  Thompson  Is  one  of  the  leading  silver  advocates.  He  offered  a  large  prize  iora 
man  who  would  write  the  best  essay,  explaining  how  it  was  that  China  and  India  and 
other  silver-using  countries  were  getting  an  advantage  over  England,  and  a  great  many 
people  competed  for  that  prize.  Mr.  Jamieson,  the  British  consul  at  Shanghai,  wrote 
so  good  a  paper  that  he  was  awarded  the  prize  ;  and  that  essay  is  now  the  chief  stock 
in  trade  of  the  British  agitation  for  the  restoration  of  silver.  Now  let  me  read  you  some- 
thing from  it.  Sir  Henry  Meysey  Thompson  is  proud  of  it  Here  it  is  :  **  Wages  in  the 
gold-using  countries  have,  through  the  appreciation  of  gold,  become  100  per  cent, 
dearer  than  they  were  relatively  to  silver  wages  ;  and  the  manufacturer  in  the  silver- 
standard  countries  can  obtain  his  labor  at  half  the  cost  which  he  formerly  paid." 
Hence,  "  while  old-established  industries  in  England  are  barely  paying  expenses,  new 
industries  in  India  are  arising  broadcast,  and  paying  handsomely."  And  the  remedy 
proposed  by  silver  advocates  in  England  is  to  correct  this  appreciation  of  gold,  and 
raise  prices,  so  that  the  British  workman,  though  getting  the  same  nominal  wages,  will 
get  only  half  the  real  wages  he  gets  now,  and  the  British  manufacturer  thus  be  enabled 
to  compete  with  the  Indian  manufacturer. 

A  similar  view  is  taken  by  Sefior  Romero,  the  Mexican  Minister  at  Washington,  in 
his  article  in  the  North  American  Review  for  June,  1895,  when  he  asserts  that  the 
depreciation  of  silver  has  favored  Mexican  capitalists  by  lowering  the  actual  wages  of 
their  employees. 

There  is  the  silver  question  in  a  nutshell.  It  is  simply  the  question  as  to  whether 
our  wage-earners  are  getting  too  high  wages.  They  may  as  well  face  the  question.  If 
wage-earners  believe  they  are  getting  too  high  wages,  and  that  this  country  is  suffering 
in  consequence,  all  they  have  to  do  is  to  take  lower  wages ;  or,  if  they  prefer  a 
roundabout  way,  they  can  favor  free  coinage  of  silver,  and  they  will  get  their  wages 
cut  down  half  without  any  further  trouble  on  their  part ;  and  we  will  be  blessed,  as 
are  India  and  China. 

QUANTITY  OP  MONEY  VS.  QUALITY  OP  MONEY. 

It  is,  however,  urged  that  an  additional  supply  of  money  will  so  stimulate  business 
as  to  bring  better  times  for  the  wage-earner,  as  well  as  for  every  one  else,  even  if  we 
do  have  inflated  prices.  But  in  nothing  is  human  experience  better  agreed  than  in  the 
conclusion  that,  provided  the  standard  is  maintained,  prosperity  and  business  activity 
and  even  the  effectual  supply  of  currency  depend  upon  confidence  in  the  quality  rather 
than  in  the  quantity  of  circulating  coin  or  notes.    I  quote  again  from  Mr.  Fairchild  : 

•'  They  say  that  the  amount  of  money  regulates  prices.  Does  It  have  any  great  effect  upon  prices 
If  it  is  good  money? 

*l  All  the  time  we  hear,  and  I  believe  it  is  uncontradicted,  that  about  8  per  cent,  of  all  the  trans* 
actions  of  the  people  of  this  country  are  made  in  money.  All  the  rest  of  the  transactions  are  made 
with  the  other  media— checks,  notes,  and  all  kinds  of  things.  If  this  is  true,  suppose  we  could  double 
the  amount  of  money  in  an  Instant,  what  would  we  have  done  ?  We  would  have  doubled  5  per  cent, 
of  the  whole.  What  would  we  have  added  ?  We  would  have  added  5  per  cent,  to  the  whole.  In  a  thou- 
sand dollars  what  would  we  have  added  ?  We  woHld  have  added  $50.  But  suppose  in  adding  that  $50  you 
have  disturbed  the  minds  of  men  so  that  the  other  95  per  cent,  was  diminished,  as  has  been  done 
from  time  to  time,  during  the  last  few  years ;  suppose  you  apply  your  percentage  to  $950,000,  and  cut 
that  in  two.  owing  to  the  uncertainty  you  have  created  in  the  minds  of  men  as  to  the  quality  of  their 
money ;  suppose  you  have  only  affected  it  by  10  per  cent.— what  is  the  result  ?  Why,  yon  have  di- 
minished that  by  $95,  and  when  you  come  to  add  the  $50  that  you  have  credited  by  doubling  your 
money  and  deduct  your  f  95,  you  will  find  that  you  are  $45  worse  off  than  when  you  started.  You 
are  4  1-5  per  cent,  worse  off  so  far  as  the  circulating  medium  that  really  transacts  your  affairs  is 
concerned.  That  is  one  of  the  great  reasons  why  we  find  these  great  disturbances  in  business  when 
men  tamper  with  the  currency. 

"I  have  given  this  illustration  in  answer  to  the  assertion  that  the  amount  of  money  regulated 
prices,  because  some  money  is  necessary  in  our  transactions.  True,  some  money  Is  necessary  still, 
because  we  have  not  yet  reduced  our  methods  of  business  to  such  a  complete  system  that  we  settle 
everything  by  accounts. 

"Yes,  so  Is  some  grease  on  the  axle  of  a  wagon  necessary,  to  order  to  move  it  any  great  dte 
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tance  at  any  speed,  because  man  has  not  yet  succeeded  In  making  an  axle  on  which  the  wheel  will 
revolve  entirely  without  friction.  I  say,  we  can  say  with  equal  truth  as  to  my  wagon,  that  because 
some  grease  is  necessary  on  the  axle,  therefore  the  amount  of  grease  fixes  the  cost  of  moving  a  ton 
of  freight.    You  say  that  it  Is  an  absurdity  ;  it  is  not  true. 

"The  more  I  have  thought  upon  this  question,  the  more  profoundly  Impressed  I  am  that  mora 
people  are  concerned  in  the  quality  of  the  money,  of  actual  money,  than  is  Its  quantity.  Now,  we 
have  had  an  interesting  Illustration  of  that  in  the  United  States  in  the  last  six  months.  You 
remember  in  January  the  great  alarm  that  was  felt  in  our  business  circles.  You  remember  that 
prices  were  falling,  and  that  there  was  distress  In  the  commercial  and  industrial  centers  of  every 
kind.  What  was  the  trouble  ?  The  trouble  was  that  mankind  had  come  to  doubt  the  quality  of  the 
money  of  the  United  States.  Quality  was  the  question.  Now,  what  was  done  ?  The  Government 
took  steps  to  sell  bonds  and  take  into  the  Treasury  of  the  United  States  the  money  which  should  be 
the  product  of  those  bonds.  The  inevitable  result  of  that  was  to  diminish  the  quantity  of  money  that 
would  be  in  circulation  among  the  people  of  this  country.  The  other  obvious  effect  was  to  improve 
the  quality  of  the  money  of  the  people  of  this  country  and  to  remove  the  doubts  that  had  arisen  in 
the  minds  of  the  people,  not  only  of  this  country,  but  of  the  whole  world,  as  to  Its  future  quality . 

•*  That  is  what  was  done  by  that  bond  transaction.  In  January  an  improvement  on  the  quality  of 
our  money  was  accomplished  at  the  expense  of  the  quantity  in  circulation.  What  was  the  result  ? 
Prices  have  been  going  up  ever  since,  confidence  has  been  restored,  and  it  looks  as  if  we  were  at  the 
beginning  of  another  grand  era  of  prosperity.*' 

"FREE  COINAGE"  UNDEMOCRATIC. 

How  a  free  trade  Democrat  can  favor  free  coinage  is  too  deep  forme.  It  is  clamored 
for  by  men  who  have  silver  and  want  to  get  rid  of  it,  or  who  owe  people  gold,  and, 
when  those  people  dont  want  silver,  want  to  make  them  take  silver  instead.  That  is 
the  worst  kind  of  protection.  Protection  by  a  tariff  is  to  make  you  buy  goods  of  one 
man  as  distinguished  from  another,  to  make  you  buy  certain  goods  as  distinguished  from 
other  goods  which  you  might,  under  the  circumstances— price,  and  so  on — prefer.  Now, 
there  are  two  ends  to  every  transaction ;  and,  generally  speaking,  the  other  end  to  the 
delivery  of  goods  is  the  payment  of  money.  It  is  the  same  kind  of  protection  and  the 
sam3  kind  of  tyranny  to  meddle  with  the  dollars  that  you  shall  take,  whether  you  want 
thejn  or  not,  as  to  meddle  with  the  coat  that  I  shall  take,  whether  I  want  it  or  not. 
There  is  no  difference  between  the  two.  The  present  movement  for  free  silver,  so 
called,  ii  not  a  movement  for  free  coinage  of  silver  at  all.  It  is  not  a  movement  to 
enable  people  to  get  silver  who  want  to.  It  is  a  movement  to  "  protect "  silver — to  make 
you  take  silver  when  otherwise  you  wouldn't  do  it. 

Nowhere  more  generally  than  among  free  traders  is  it  stated  and  admitted  that  all 
trade  is  barter,  that  money  is  only  the  medium  of  exchange.  That  is  a  generally 
admitted  fact  by  free  traders  and  protectionists  alike.  It  does  not  mean  that  we  don  t 
know  how  exchanges  are  made.  We  do.  They  are  made  first  into  money,  and 
then  from  money  into  the  goods  that  we  get,  either  immediately  or  mediately,  in 
return  for  money.  In  other  words,  money  is  the  medium  through  which  what  we 
sell  becomes  converted  into  what  we  buy.  We  insist  upon  freedom  of  trade.  We 
say  we  have  a  right  to  sell  where  we  can  sell  most  advantageously,  and  a  right  to  buy 
where  we  can  buy  most  cheaply,  and  that  this  is  a  sacred  right  that  the  Government 
must  not  interfere  with.  But  is  it  not  a  farce  to  talk  about  free  trade,  when  you  have 
money  between  the  two  ends  of  every  barter,  if  Government  interferes  from  day  to 
day  with  that  money  ?  You  can  have  all  the  "free  trade"  you  please;  and,  if  you 
will  only  allow  me  to  manipulate  the  money  that  stands  between  the  ends  of  the  trade, 
I  will  soon  put  all  the  money — and  goods,  too,  for  that  matter — at  whichever  end  you 
say,  and  there  will  be  no  thimblerig  about  it,  either.  That  is  why  it  is  incompre- 
hensible to  me  that  the  man  who  favors  free  trade  should  for  a  moment  favor  inter- 
ference by  government  with  the  medium  of  trade.  You  cannot  have  free  trade  unless 
you  leave  trade  free — from  the  article  you  sell  straight  through  to  the  article  you  buy 
straight  through  the  medium  you  use. 
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QUESTION  SHOULD  BE  SETTLED  PROMPTLY. 

For  the  time  being  the  currency  question,  like  Aaron's  rod,  has  swallowed  up  all 
other  political  issues.  It  will  continue  to  engross  public  attention  until  it  is  settled,  and 
settled  rightly,  But  that  is  not  all.  It  is  of  almost  equal  importance  that  it  be  settled 
promptly.  Indeed,  were  it  simply  a  question  of  the  present  agitation  continuing  for  a 
couple  of  years  or  of  suffering  the  damage  and  gaining  the  experience  that  would  com© 
from  the  prompt  trial  of  free  coinage  and  repentance  therefrom,  I  verily  believe  the 
latter  would  be  the  less  disastrous.  If  every  creditor  in  this  country  should  lose  the 
amount  coming  to  him— demoralizing  as  such  an  experience  would  be — there  would  be 
no  property  destroyed  ;  and  if  there  were  confidence  that  the  procedure  would  not  be 
repeated,  very  few  would  starve  or  freeze  to  death,  business  would  go  ahead,  and  our 
people  would  work  and  thrive.  So  long,  however,  as  uncertainty  continues,  so  long  as 
capitalists  are  afraid  to  loan  funds  for  fear  that  repayment  will  be  made  them  in  cheap 
money,  there  will  continue  a  partial  paralysis  that  clogs  every  wheel  of  industry,  that  im- 
pedes every  enterprise  which  would  employ  labor  or  develop  the  country,  and  that  leaves 
out  of  work  a  great  proportion  of  those  who  otherwise  would  be  steadily  and  profitably 
employed.  All  the  blessings  of  which  the  free-coinage  advocates  dream  would  be  far 
less  than  those  of  the  prosperity  which,  in  two  years  after  uncertainty  is  ended,  will 
have  been  shared  by  our  people.  All  the  disasters  of  free  coinage  would  be  less,  could 
they  be  promptly  realized,  than  the  losses  of  a  couple  of  years  more  of  continuous  ob- 
struction of  our  business  enterprises  by  free-coinage  agitation. 

To  fight  for  sound  money  should  be  easy  for  a  Democrat.  Sound  money  has  always 
been  among  the  principles  for  which  have  battled  in  the  past  Jefferson  and  Jackson 
and  Tilden,  and  in  the  fight  on  behalf  of  which  Cleveland  is  leading  to-day.  Not 
merely  this,  but  the  form  which  the  issue  now  takes  is  just  the  one  which  can  leave  no 
real  Democrat  in  any  doubt  as  to  what  must  be  his  position.  It  is  a  Democratic  prin- 
ciple that  a  man  should  be  left  free  to  make  his  contracts  on  the  terms  he  thinks  best, 
and  that  the  law  should  intervene  only  to  make  men  stand  by  their  contracts.  Free 
coinage  of  silver  proposes  to  interfere  with  every  contract  and  to  help  every  debtor  to 
break  the  contracts  he  has  already  made.  Democracy  is  pledged  to  oppose  arbitrary 
interference  by  Government.  Free  coinage  involves  the  most  pestiferous  interference 
possible. 

This  issue  must  be  met  by  prompt  repudiation  of  the  undemocratic  notion  that  Gov- 
ernment should  constantly  interfere  with  our  standards  of  value,  and  by  prompt 
assertion  of  the  Democratic  principle  that  Government  should  mind  its  own  business 
and  let  others  do  the  same.  In  the  light  of  our  experience  with  flat  money  legislation, 
from  ihe  greenback  to  the  Sherman  pig-silver  certificates,  this  long-suffering  country 
will  finally  learn  that  wealth  is  not  created  by  flat,  but  is  made  by  labor  ;  that  the  law 
can  put  no  dollar  into  any  man's  pocket  unless  it  first  take  it  from  the  pocket  of  some 
other  man,  and  that  wage  earners  are  first  and  most  interested  in  opposing  interferences 
by  law.  There  has  never  yet  been  made  a  law  to  put  into  any  laboring  man's  pocket  a 
single  dollar  that  he  did  not  earn.  He  of  all  men,  therefore,  has  the  best  right  to 
insist  that  there  shall  be  no  law  passed  that  will  raise  the  price  of  what  he  has  to  buy, 
and  thus  take  from  him  some  portion  of  what  he  has  earned. 

Every  man  for  his  own,  and  God  help  us  all,  is  the  Democratic  motto.  Each  living 
on  his  neighbor,  and  the  Devil  take  the  hindmost,  is  the  free-silver  doctrine. 
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Each  number  contains  a  special  discission  of  some  Sound  Currency  question. 


"  The  real  wages  of  labor  may  be  said  to  consist  in  the  quantity  of  the  necessaries 
and  conveniences  of  life  that  are  given  for  it ;  its  nominal  wages  in  the  quantity  oj 
money.  'The  laborer  is  rich  or  poor,  is  well  or  ill  rewarded,  in  proportion  to  the  real,  net 
to  the  nominal,  wages  of  his  labor." — Adam  Smith,  Wealth  of  Nations,  Book  I. ,  Chapter 
V.,  1776. 

The  Government  of  India  are  of  the  opinion  : 

(1)  TJiat  a  country,  as  a  whole,  makes  no  gain  in  its  international  trade  by  a  depre- 
ciation of  its  standard,  since  the  extra  price  received  for  its  exports  is  balanced  by  the 
extra  price  paid  for  its  imports. 

(2)  That  the  producer  of  an  article  of  export  may  make  a  temporary  and  unfair  gain 
from  depreciation  of  the  standard,  at  the  expense  of  his  employees  and  of  other  persons- 
to  whom  he  makes  fixed  payments. 

(3)  But  that  this  gain,  while  no*  permanent,  is  counterbalanced  by  a  tendency  to 
over-productioK  and  consequent  reaction  and  depression,  by  a  liability  to  sudden  falls  in 
price  as  well  as  to  rises,  and  by  the  check  to  tlie  general  increase  of  international  trade 
which  necessarily  results  from  the  want  of  a  common  standard  of  value  between  countries 
which  have  intimate  commercial  and  financial  relations. — Report  of  the  Indian  Currency 
Committee,  1892. 

"  Wages  in  gold-using  countries  have,  through  the  appreciation  of  gold,  become  a 
hundred  per  cent,  dearer  than  they  were,  relatively  to  silver  wages,"  and  the  manufacturer 
in  the  silver-standard  countries  can  "  obtain  his  labor  at  half  the  cost,  relatively  to  gold 
wages  which  he  formerly  paid." — Mr.  George  Jamieson,  British  Consul  at  Shanghai, 
1893. 
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QUALITY  OF  MONEY  AND  WAGES. 

DEFINITION  AND  EXPLANATION. 

The  operators  in  our  mills  and  factories,  together  with  those  engaged  in  day  labor 
of  other  kinds,  constitute  a  great  creditor  class.  They  are  creditors  in  the  sense  that 
they  advance  labor.  At  the  end  of  a  day  or  a  week  the  amount  due  them  for  services 
performed  is  greater  than  that  owing  to  any  other  class.  But  in  the  majority  of  cases 
the  wage  earner  is  dependent  upon  his  daily  or  weekly  earnings,  so  that  the  vital  ques- 
tion with  him  is  as  to  their  immediate  purchasing  power. 

To  those  who  make  exchange  their  business,  or  conduct  mercantile  or  commercial 
affairs  the  available  quantity  of  money  is,  at  times,  of  peculiar  importance.  The 
merchant  and  banker  desire  a  currency  that  will  expand  and  meet  the  demands  of 
b  siness  or  contract  when  business  undergoes  a  depression.  There  are  individuals  who 
believe  that  the  money  volume  is  of  the  greatest  importance.  The  man  who  speculates 
or  gambles  is  inclined  to  this  view. 

It  is  the  value  of  wages — their  exchangeability — that  is  most  constantly  brought 
to  the  notice  of  the  thinking  laboring  man.  The  probable  extent  of  the  demand  for 
his  labor  under  given  currency  conditions  is  a  matter  of  theory  on  which  state  men 
differ.  The  worth  of  given  nominal  wages  in  the  face  of  varying  prices  i3  a  practical 
■question  that  he  is  compelled  to  solve  daily. 

The  quality  of  money  is  indicated  by  its  purchasing  power.  That  money  is  of  the 
highest  quality  of  which  a  given  nominal  amount  will  buy  the  most  of  a  given  com- 
modity. 

Quality  is  a  relative  term.  The  greater  the  purchasing  power  of  a  piece  of  a 
given  denomination,  the  "better"  the  money  is  said  to  be.  In  this  sense  the  "best" 
money  is  that  a  given  denomination  of  which  will  purchase  most.  For  example,  during 
the  civil  war  a  dollar  in  gold  would  purchase  about  two  and  one-half  times  as  much 
as  a  dollar  in  greenbacks.  This  is  expressed  by  saying  that  gold  was  then  two  and  one- 
half  times  as  good  as  greenbacks.  It  is  not  intended  here  to  beg  the  question  as  to 
what  is,  on  the  whole,  the  best  money  a  country  should  have,  but  simply  to  state  the 
meaning  in  which  the  terms  "good,"  "better,"  "best,"  are  used  in  this  pamphlet. 
Poor  cloth  or  pcor  sugar  may  be.  better  for  some  uses  than  good  cloth  or  good  sugar. 
And  in  the  same  way  it  is  conceivable — though  the  writer  does  not  believe  it — that  some 
time,  or  somewhere,  or  for  somebody,  poor  money  might  be  better  than  good  money. 
Which  is  the  better  for  our  wage  earners  is  the  inquiry  here  proposed.  The 
question  is  not  one  of  nominal  wages,  but  rather  whether  for  a  given  amount  of  work, 
the  wage  earner  paid  in  good — that  is,  high-priced— money  will  be  able  to  secure  more 
of  the  good  things  of  life  for  which,  in  fact,  he  labors,  than  will  the  laborer  paid  in 
poor — that  is  low  priced — money. 

No  matter  how  large  his  nominal  wages,  if  he  can  buy  but  little  for  them  they  are 
bad  for  him  ;  no  matter  how  low  his  nominal  wages,  if  he  can  buy  much  with  them, 
they  are  good  for  him. 

WHERE  LIES  SPECIAL  INTEREST  TO  WAGE  EARNERS. 

What  a  laborer  really  works  for  are  the  things  which  he  consumes.  Everything 
that  goes  to  make  goods  cheaper  tends  to  increase  the  real  as  compared  with  the  nomi- 
nal wages  of  the  workman  ;  for  he  is  then  getting  more  goods  for  the  same  money.  On 
the  other  hand,  every  tendency  to  make  things  dearer  tends  to  decrease  in  a  correspond- 
ing degree  the  real  wages  of  the  people.  ' '  Wages  are  high  or  low  according  to  the 
abundance  of  necessities,  comforts  or  luxuries  obtainable  for  them." 

The  laborer  has  only  one  thing  with  which  to  procure  the  comforts  and  necessities  of 
life,  and  that  is  labor.  He  is  interested  in  finding  a  market  for  it  at  the  best  price.  The 
price  is  paid  in  money.  He  spends  this  money  for  the  necessities  of  life,  and  in  so  doing  the 
essential  point  with  him  is  the  purchasing  power  of  his  earnings.  How  much  he  can 
get  in  exchange  for  his  wages  is  th3  question  he  asks.  In  itself  it  is  of  no  importance 
to  him  whether  his  wages  are  nominally  high  or  low  ;  but  it  is  of  the  highest  import- 
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ar.ce  whether  he  is  going  to  get  more  or  less  for  them.  With  people  such 
as  bankers,  merchants,  brokers,  who  deal  with  long  credits,  other  factors  intervene. 
Their  transactions  extend  over  a  series  of  months  or  years,  and  their  adjustments  are 
made  with  reference  to  widely  separated  periods.  But  the  wage  earner  spends  almost 
daily  the  greater  part  of  what  he  receives  daily.  The  fact  that  the  value  of  money 
fluctuates  widely  between  distant  periods  is  of  little  interest  to  him.  The  question  with 
him  is,  "What  can  he  get  each  day  with  the  wages  of  that  day  ?  "  How  is  this  affected 
by  the  changes  in  the  quality  of  money  in  which  wages  are  paid  ? 

QUALITY  FROM  TWO  STANDPOINTS. 
Permanent  Quality. 

In  considering  the  question  of  quality — that  is,  the  real  purchasing  power  of  a  given 
denomination  of  money — two  phases  of  this  question  present  themselves,  namely:  that 
of  permanent  quality,  and  that  of  changes  in  quality.  The  first  of  these  is  mainly  a 
matter  of  convenience.  Copper  or  iron  might  serve  admirably  as  denominators  of 
values,  but  as  money  metal  for  actual  service  they  have  failed.  Iron  might  be  as  good 
a  standard  as  gold  or  silver,  but  it  cannot  be  conveniently  used  as  a  money  metal.  Busi- 
ness would  have  to  be  carried  on  with  such  an  enormous  bulk  of  such  money  that  trade 
would  be  burdened  by  the  attempt  to  use  it.  Copper  has  served  as  a  money  metal.  It  may 
be  just  as  good  for  a  measure  as  any  metal.  But  in  Sweden,  where  such  a  medium  of 
exchange  was  used  down  to  a  late  period,  the  merchant  found  that  he  was  compelled  to 
carry  his  change  around  in  a  wheelbarrow.  The  reason  why  we  use  gold,  and  are  in- 
clined to  discard  silver,  is  not  entirely  because  the  former  is  a  more  stable  standard  than 
is  any  other  metal,  but  because  of  the  convenience  with  which  it  is  used.  Gold  would 
lose  its  place  as  money  if  a  more  convenient  medium  was  found.  Silver  is  becoming  too 
cheap  and  too  bulky  to  be  a  convenient  form  of  money;  and  so  the  financial  world  is 
now  inclined  to  discard  it — just  as  iron,  copper  and  other  substances  have  been  cast  aside 
as  the  world  advanced. 

Again,  for  obvious  reasons,  stability  of  value  is  an  essential  quality  of  a  medium 
which  is  to  be  permanently  used.  Indeed,  it  is  conceivable  that  a  more  bulky  material 
such  as  iron,  might  for  currency  purposes  be  on  the  whole  better  than  gold,  provided 
that  the  value  of  iron  at  different  times  and  places  was  more  stable  than  that  of  gold. 
In  fact,  however,  the  very  bulk  of  iron  when  compared  with  gold  of  the  same  value 
tends  to  make  iron  less  uniform  in  value  than  gold.  A  metal  so  bulky  that  a  given 
value  of  it  can  with  difficulty  be  transported  from  place  to  place,  and  the  local  value  of 
which  is  therefore  so  largely  dependent  on  local  demands,  is  naturally  less  stable  in  value 
than  one  of  which  the  same  value  can  be  so  easily  transported  that  the  relations  between 
the  local  demand  for  it  and  supply  of  it  are  practically  fixed  by  the  relations  between 
demand  and  supply  in  a  whole  country,  and  almost  at  once  in  the  whole  world. 
Taking  the  world  over,  therefore,  for  this  reason  alone  (and  there  are  others)  gold  is 
more  stable  in  value  than  iron,  just  as  iron  is  more  stable  in  value  than  potatoes  ;  and 
both  on  account  of  the  great  bulk  of  a  given  value  and  the  great  variations  in  their 
value  at  different  times  and  places,  potatoes  would  be  less  acceptable  than  either  iron 
or  silver  or  gold  as  a  standard  of  value  or  as  a  medium  of  exchange. 

Such  are  some  of  the  reasons  why  people  in  general  find  gold  the  most  convenient 
medium  of  exchange.  And  to  the  extent  to  which  the  wage  earner  is  more  directly 
interested,  either  in  that  convenience  of  currency  that  shall  secure  the  small  profit 
margin  obtainable  in  modern  business,  or  in  that  stability  of  value  that  gives  security 
and  availability  to  investments,  he  is  interested  in  having  "good"  money;  that  is, 
money  of  which,  other  things  being  equal,  great  value  is  contained  in  small  bulk — 
gold,  as  compared  with  silver,  copper,  iron  cr  potatoes. 

VARIATIO^  in  Quality. 

But  for  him  this  is  not  the  main  consideration.  It  is  only  in  a  limited  and  incidental 
way  that  the  wage  earner  is  a  capitalist  or  investor.  The  main  use  to  which  he  puts  his 
wages  is  to  buy  with  them  each  day  or  we?k  what  he  needs  that  day  or  week.     And 
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to  him  convenience  of  bulk  and  stability  of  value  are  of  comparatively  small 
importance .  if  he  were  paid  once  a  year  it  might  be  much  more  convenient  for  him 
to  get  his  wages  in  gold  than  in  either  silver  or  copper  or  iron  ;  if  he  is  paid  weekly, 
though  he  might  find  it  a  little  bulky,  the  extra  weight  of  the  silver  does  not  seriously 
inconvenience  him  ;  while  if  paid  daily  even  copper  could  be  gotten  along  with.  For 
the  amount  that  he  must  handle  would  be  comparatively  small ;  and  as  he  gets  rid  of  it 
in  the  main,  on  the  same  day  or  in  the  same  week,  he  would  feel  the  inconvenience 
less  than  though  he  had  larger  amounts  to  handle  at  any  one  time.  That  is  the 
reason  why,  for  people  whose  transanctions  are  in  the  main  very  small,  and  frequent, 
silver  or  even  copper  maybe  more  convenient  than  gold. 

Again,  it  is  plain  that  permanency  of  value,  as  such,  is  of  little  interest  to  the  wage- 
earner.  To  the  extent  that  he  spends  each  day  or  week  the  wages  he  receives  for  that 
day  or  week,  it  is  perfectly  immaterial  what  those  wages  will  buy  at  some  future  time  or 
would  have  bought  at  some  other  time.  He  is  concerned  only  in  what  they  buy  at  the 
time  when  he  must  spend  them. 

The  wage  earner,  therefore,  has  but  little  direct  interest  either  in  permanent  quality 
of  money  or  in  the  stability  of  the  standard  of  value.  His  main  interest  is  that  the  wages 
he  receives  each  day  shall  buy  the  most  possible  that  day.  The  amount  of  money  he 
handles  is  so  small  that  its  bulk  is  a  matter  of  comparative  indifference  to  him.  He  buys 
for  cash,  hence  cannot  make  his  purchases  beforehand  ;  he  practically  spends  all  his 
money  the  week  or  month  in  which  he  gets  it ;  hence  he  is  not  interested  in  what  he  might 
get  for  it  some  other  day  or  week  or  month. 

The  inquiry  has  become  very  narrow.  We  have  left  only  to  inquire  what  effect  the 
quality  of  the  money  standard  will  have  upon  the  immediate  exchangeable  value  of  the 
wages  the  wage  earner  is  likely  to  receive  from  day  to  day.  We  must  admit  at  the  outset 
that,  whatever  the  permanent  quality  of  currency,  wages,  prices,  etc.,  will  tend  to  adjust 
themselves  to  it.  For  money  is,  after  all,  a  medium  of  exchange,  and  only  through  this 
use  a  standard  of  value ;  and  trade  constantly  tends  to  the  point  where  equivalent  services 
and  values  are  exchanged  ;  or,  as  we  say,  trade  adjusts  itself  to  the  medium  of  exchange. 
In  the  long  run,  therefore,  whether  the  money  be  good  or  poor,  labor  is  apt  to  secure 
for  its  service  about  the  amount  of  return  that,  in  view  of  other  social  and  political  con- 
ditions, it  would  in  any  case  receive. 

The  inquiry  is  thus  narrowed  again,  and  we  have  at  last  to  consider  the  compara- 
tively simple  problem  :  In  case  money  is  not  stable  in  value,  under  what  conditions  will 
the  wage  earner  gain  or  lose  most  ?  Is  it  to  his  advantage  to  have  money  get  better  and 
better,  that  is,  prices  lower  and  lower ;  or  to  have  money  get  poorer  and  poorer,  that  is, 
prices  higher  and  higher  ? 

That  is  not  so  simple  a  problem  as  it  seems.  If  we  could  assume  that  wages  would 
remain  at  the  same  nominal  amount,  then,  of  course,  every  appreciation  of  the  money  in 
which  they  are  paid  would  multiply  to  a  corresponding  extent  the  real  compensation 
each  receives.  But  if  wages  increased  or  diminished  in  inverse  proportion  to  the  value 
of  the  money  in  which  they  are  paid — as  they  unquestionably  tend  to  do — then  their  pur- 
chasing power  would  remain  the  same,  and  the  poorer  his  money  was,  just  so  much  the 
more  of  it  would  the  laborer  get ;  so  that  he  would  not  be  specially  interested  in  its  qual- 
ity. If,  however,  the  prices  of  what  he  has  to  buy  change  less  or  more  promptly  than 
does  the  amount  of  the  wages  he  receives,  it  is  plain  that  he  is  most  deeply  interested. 
And  here  we  have  the  vital  point  of  this  discussion. 

THE  NATURAL  RESULT. 

Everything  in  the  world  is  affected  by  inertia— that  is,  a  tendency  more  or  less 
Strong  to  remain  as  it  is,  and  which  it  takes  time  and  force  to  overcome.  If  we  change 
the  centre  of  gravity  of  a  mass  of  quicksilver,  it  readjusts  itself  as  quickly  as  a  flash  ;  if 
we  tilt  a  measure  of  molasses,  it  slowly  settles  itself  in  accord  with  its  new  conditions. 
Both  will  ultimately  exactly  conform  to  the  laws  of  gravity.  One  does  it  instanter,  the 
other  deliberately.  Just  so  with  prices.  Let  a  spectator  stand  in  the  gallery  of  our 
Produce  Exchange.  Not  merely  every  day,  but  every  hour,  sometimes  every  minute, 
the  price  of  wheat  fluctuates.    The  report  of  an  untimely  frost  raises  the  price  ;  a  favor* 


QUALITY  OF  MONET  AND  WAGES. 


able  government  report  lowers  it.  The  adjustment  of  a  railroad  war  may  raise  or  lower 
prices.  The  arrival  of  "  tramp  "  shipping  ready  to  offer  low  freights  may  affect  them  ; 
and  the  great  trade  in  breadstuffs,  comparable  to  the  ocean  in  its  extent,  is  seen  to  be  as 
sensitive  and  fluctuating  as  are  the  waves  of  the  sea.  Take  the  salaries  of  our  public 
employees,  on  the  other  hand.  They  are  readjusted  by  the  slow  progress  of  legislation 
fettered  by  coils  of  red  tape,  and  for  years— and  frequently  for  decades — remain  un- 
changed. It  is  too  plain  to  need  explanation  that  the  street  laborer  who  receives  two 
dollars  a  day,  no  matter  what  is  the  general  price  for  labor,  and  no  matter  whether 
goods  are  high  or  low,  and  the  Commissioner  at  five  thousand  dollars  a  year,  are 
alike  interested  in  having  the  best  money  possible — that  is,  prices  as  low  as  possible, 
and  the  dollar  able  to  command  more  and  more  of  what  each  has  to  buy — and  would 
be  injured  by  a  rise  in  prices— that  is,  poorer  money,  or  a  depreciation  in  the  pur- 
chasing power  of  the  dollar.  And,  since  prices  change  promptly,  and  public  salaries  and 
wages  but  slowly,  then  if  money  is  made  poorer,  that  is,  if  prices  rise,  it  will  be 
years  before  salaries  and  wages  change,  and  meanwhile  w7hat  each  receives  will  buy 
less  and  less.  On  the  other  hand,  and  for  the  same  reason,  if  money  is  made 
better — that  is,  if  prices  fall — for  years  to  come  the  same  nominal  salary  or  wages 
will  buy  more  and  more  of  the  comforts  of  life. 

The  example  given  is  extreme,  but  typical,  as  on  reflection  every  wage  earner 
will  admit.  If  he  will  look  over  his  butcher's  and  grocer's  bills,  he  will  find  prices 
changing  from  week  to  week,  thus  showing,  not  indeed  that  the  general  value  of 
money  is  thus  fluctuating  (for  factors  of  temporary  demand  and  supply  may  inter- 
vene), but  that  retail  prices,  though  less  frequently  changed  than  wholesale  prices,  are 
sensitive,  and  promptly  respond  to  any  change  in  the  value  of  money — that  is,  prices 
will  be  promptly  lower  if  the  money  is  made  better,  and  promptly  higher  if  the  money 
is  made  poorer. 

Now,  take  the  wages  of  labor.  Let  each  consider  the  wages  paid  in  his  own 
and  other  occupations  with  which  he  is  acquainted.  They  change  sometimes,  indeed  ; 
bat  how  rarely  and  how  hardly.  Once  or  twice  in  a  year,  once  in  two  or  three 
years — such  is  the  comparative  rarity  of  wage  changes — in  large  measure  changing 
only  after  a  strike,  or  lockout,  or  a  series  of  conferences  after  long  hardship  and 
dissatisfaction  on  one  side  or  the  other. 

The  result  is  plain.  The  prices  of  what  wage  earners  have  to  buy  respond  far  more 
promptly  to  changes  in  the  quality  of  money  than  do  wages— the  prices  at  which  labor 
is  sold.  Hence,  whenever  money  is  getting  better,  though  nominal  wages  may  tend  to 
decrease,  wage  earners  are  constantly  getting  more  goods  in  exchange  for  the  money  they 
actually  get  for  their  labor  ;  and  whenever  money  is  getting  poorer,  though  nominal 
wages  may  tend  to  increase,  wage  earners  are  constantly  getting  less  of  the  necessaries  and 
comforts  of  life  in  return  for  the  wages  they  receive.  Appreciation  of  the  dol- 
lar in  which  wages  are  paid,  and  consequently  lower  prices,  is, 
therefore,  constantly  and  certainly  to  the  advantage  of  the  wage 
earner.  Depreciation  of  the  dollar,  and  consequently  higher 
prices,  is  always  and  certainly  to  his  damage. 

EXPERIENCE. 

Up  to  this  point  only  the  theoretical  side  of  the  subject  has  been  considered.  The 
constant  comparison  of  the  United  States  with  silver-using  countries  demands  a  thor- 
ough consideration  of  the  reasons  for  this  comparison.  It  is  insisted  that  the  gold-stan- 
dard countries  have  crippled  themselves  and  enabled  the  countries  having  silver  money 
standards  to  secure  an  increased  share  in  the  trade  of  silver-using  nations.  Not  only 
this,  but  it  is  asserted  that,  while  gold-standard  countries  have  been  in  a  depressed  com- 
mercial condition,  silver-standard  countries  have  been  enjoying  increased  export  trade, 
prosperity  in  manufacturing  and  increase  of  facilities  for  developing  their  commerce. 
And  the  statements  made  do  not  stop  at  this.  The  wages  of  those  engaged  in  the  indus- 
tries of  silver  countries  are  said  to  have  increased  or  remained  where  they  were.  At  the 
game  time,  the  cost  of  production  having  been  reduced,  in  comparison  with  gold-using 
nations,  it  is  claimed  that  their  manufacturers  are  thus  enabled  to  undersell  the  gold 
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nations  in  the  markets  of  the  East.  In  fact,  the  condition  of  the  people  of  the  silver- 
standard  countries  is  said  to  have  been  bettered  by  the  continuous  use  of  silver,  while 
the  remainder  of  the  world,  being  on  a  gold  standard,  is  made  to  serve  them,  and 
silver-standard  countries  have  usurped  the  position  of  the  western  nations  in  the 
commerce  of  the  East.     All  this  is  very  "important,  if  true."    But  is  it  true  ? 

Granting,  for  the  time  being,  that  popular  conditions  in  countries  using  silver  have 
improved,  What  of  it  ?  Is  there  a  silver  country  in  existence  that  is  now  on  as  high  a 
plane  of  civilization  as  is  that  generally  prevalent  in  gold  countries  ?  Are  not  the  wage 
earners,  the  laboring  population  of  the  gold  nations  better  cared  for,  better  clothed  and 
fed  and  possessed  of  more  comforts  than  the  working  men  of  the  silver  countries  ?  No 
one  disputes  this. 

If  the  issue  between  a  gold  standard  or  a  silver  one  is  to  be  settled  by  a  comparison 
of  the  condition  of  wage  earners,  working  respectively  under  one  or  the  other,  preference 
must  be  given  to  the  gold  standard,  just  as  certainly  as  the  conditions  of  labor  are  better 
in  the  United  States,  Great  Britain  and  Germany  than  in  Mexico,  India  and  China. 

But,  in  all  fairness,  we  must  admit  this  betterment  of  conditions  in  gold-standard 
•countries  is  not  so  much  the  consequence  of  the  use  of  a  gold  standard  as  of  the 
general  development  of  what  we  call  civilization,  of  which  the  use  of  a  gold-standard 
is  rather  a  symptom  than  a  cause.  Other  things  remaining  the  same,  no  one  will 
claim  that  the  adoption  of  a  silver  standard  by  the  United  States  would  reduce  us  to 
barbarism,  or  that  any  use  of  a  gold  standard  by  China  would  alone  raise  her  civiliza- 
tion to  the  level  of  that  of  the  United  States.  But  what  has  been  the  experience  in 
both  civilized  and  uncivilized  countries  as  to  the  results  of  appreciation  and  deprecia- 
tion in  their  standards  ? 

Naturally  in  different  countries,  and  even  in  the  same  country  at  the  same  time, 
the  quality  of  the  money  has  not  always  been  the  same.     How  has  the  wage  earner 
fared  pending  changes  ?    Has  the  depreciation  of  the  currency  made  him  better  off, 
or  has  he  been  injured  ?    Theoretically,  there  can  be  no  question  as  to  the  answer. 
Practically,  many  questions  have  been  raised  concerning  the  evidence. 

United  States. 

The  history  of  the  United  States  probably  offers  better  facilities  for  tracing  the 
effect  of  a  currency  on  the  welfare  of  the  wage  earner  than  that  of  any  other  nation. 
Statistics  here  have  been  more  carefully  compiled.  More  than  that,  the  history  of  the 
country  has  been  a  continued  experiment  with  money  standards  ;  so  that  the  United 
States,  as  colonies  and  a  nation,  has  tested  nearly  every  phase  of  the  Money  Question. 

The  Civil  War  and  its  accompanying  phenomena  offer  better  advantages  for  in 
vestigation  than  any  other  period.  It  was  during  this  period  that  the  exigencies  of 
the  situation  brought  about  a  depreciation  in  the  quality  of  the  money  in  circulation. 
The  first  issue  of  legal-tender  notes  caused  great  uneasiness,  the  currency  was  inflated, 
the  standard  depreciated  and  prices  advanced  at  once. 

This  depreciation  was  extreme  in  1865,  continued  for  a  year  longer  at  a  high  rate 
and  then  irregularly  diminished,  disappearing  January  1,  1879,  when  the  government 
resumed  specie  payments.  Generally  speaking,  1862-5,  inclusive,  was  a  period  of  great 
and  on  the  whoie  increasing  depreciation,  1866-95  a  period  of  irregular  appreciation. 
We  have  thus  thoroughly  tried  both.  Statistics  are  ample  from  which  their  results 
can  be  shown.     What  are  the  conclusions  to  be  drawn  from  this  experience  ? 

If  we  take  the  average  nominal  wages  paid  to  wage-earners  in  the  leading  occupa- 
tions in  1860  as  an  arbitrary  normal  100  per  cent,  for  nominal  wages ;  and  let  the 
amount  of  the  leading  necessaries  of  life  that  could  be  purchased  in  1860  by  the 
wages  then  paid  be  represented  by  an  arbitrary  100  per  cent,  for  the  purchasing  power 
of  wages,  then  by  comparing  the  average  nominal  wages  paid  at  any  given  period 
with  the  price  at  that  period  of  the  given  amount  of  necessaries,  we  get  the  purchasing 
power  of  wages  at  that  time  when  compared  with  1860. 
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Table  of  Wages,  Prices  and  Purchasing  Power  in  the  United  States,  1860-1891. 
[Aldrich's  Senate  Report,  Part  I.,  pp.  13,  93.] 


Currency 

Currency 

Purchasing' 

Year. 

Currency 

Currency 

Purchasing; 

Wages. 

Pricks. 

Power. 

Wages. 

Prices. 

Power 

18G0 

100.0 

100  0 

100.0 

1876 

151.4 

115.5 

131.0 

1801 

100.7 

95.9 

105.0 

1877 

143.8 

109.4 

131  4 

1802 

103.7 

102.8 

100.8 

1878 

140.9 

103.1 

136.6 

186J 

118.8 

122  1 

97.3 

1879 

139.4 

96.6 

144.3 

1864 

134.0 

149.4 

89  7 

188.) 

143.0 

103.4 

137.6 

liGf) 

148.6 

190.7 

77.9 

1881 

150.7 

105.8 

142.4 

1866 

155.6 

160.2 

97.1 

1882 

152.9 

106.3 

143.8 

1807 

164.0 

145.2 

112.9 

1883 

159.2 

104.5 

152.3- 

1868 

164.9 

150.7 

109.4 

1884 

155.1 

101  8 

152.  a 

1869 

167.4 

135.9 

123.2 

1885 

155.9 

95.4 

163.4 

1870 

167.1 

130.4 

128.1 

1886 

155.8 

95.5 

163.2 

1871 

166.4 

124.8 

133.3 

1887 

156.6 

96.2 

162.7 

1872 

167.1 

122.2 

136.7 

1888 

157.9 

97.4 

162.1 

1773 

166.1 

119  9 

138.5 

1889 

162.9 

99.0 

164.5 

1874 

162.5 

120.5 

134.8 

1890 

168.2 

95.7 

175.7 

1875 

158.0 

119.8 

131.0 

1891 

168.6 

or.  3 

175.4 

Applying  this  test  we  find  that  for  1861  average  wages  had  risen  above  those  of 
1860,  sd  that  their  nominal  rate  averaged  100.7  per  cent,  instead  of  100  per  cent.  Prices, 
however,  fell  to  95.9.  This  was  undoubtedly  due  to  the  shock  the  various  industries 
received  by  the  opening  of  the  war.  But  they  were  not  long  in  recovering.  With 
the  beginning  of  1802  our  currency  became  materially  and  increasingly  depreciated. 
In  1862  prices  passed  those  of  1860  and  reached  an  average  of  102.8.  The  purchasing- 
power  of  wages  in  1861  was  105  per  cent,  of  that  of  1860  ;  but  in  1862,  when  the 
legal  tender  money  began  to  get  in  its  work,  the  average  purchasing  power  was  100.8. 
That  is,  although  the  wage  earner  was  getting  much  higher  nominal  wages,  he  had 
actually  been  docked  -fo  of  the  wages  he  had  received  one  year  before.  For  1863  the 
corresponding  figures  were  118.8  per  cent,  for  wages,  and  122.1  per  cent,  for  prices. 
This  gives  a  purchasing  power  of  97.3  per  cent.  The  wage  earners  nominal  wages- 
were  higher  than  ever,  but  he  was  actually  making  less  than  in  1860.  In  1864  the  figures 
were  134  per  cent.,  149  per  cent ,  89.7  per  cent.;  and  for  1805,  148.6  per  cent.,  1£0.7  per 
cent.,  77.9  per  cent  In  other  words,  the  result  was  just  what,  as  explained  above, 
might  have  been  expected.  'Depreciation  in  our  currency  standard  had  caused  a  rise 
in  both  prices  and  wages  ;  but  prices  had  risen  so  much  faster  than  wages  that  tne 
wage-earner  had  been  forced  to  work  for  less  and  less  every  year,  until  in  1865  he 
was  working  for  less  than  four-fifths  of  what  he  had  received  in  1860. 

Meantime,  the  contractor,  speculator  and  gambler  were  reaping  the  benefits  sup- 
posed to  be  inherent  in  such  a  money.  A  few  of  the  manufacturers  were  growing 
rich,  and,  as  there  seemed  to  ba  plenty  of  money  and  apparent  high  wages,  the  idea, 
that  the  North  was  growing  rich  came  quite  naturally.  In  reality  the  apparent  pros. 
perity  was  in  large  measure  simply  a  display,  in  lavish  use,  of  a  part  of  the  far 
greater  sums  we  were  then  borrowing  and  ever  since  have  been  paying,  and  the 
diversion  to  showy  expenditure,  on  the  part  of  the  wealthy  few,  of  a  pitifully 
great  and  increasing  proportion  of  what  ought  to  have  been  the  savings  of  the  poor. 
The  fellows  on  top  made  all  the  show,  and  did  most  of  the  talking,  while  the  wage- 
earners  labored  on,  hoping  for  better  things. 
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From  1865  on  we  had,  generally  speaking,  continuous,  though  irregular  apprecia- 
tion of  our  currency  standard,  first  hy  the  approach  toward  resumption  of  specie 
payments  which  took  place  in  1879  ;  and  then  by  the  increase  since  then  in  the 
purchasing  power  of  gold,  which  has  been  our  standard  since  1879.  What  was  the 
result  to  the  wage-earner  ? 

Using  the  same  normal,  that  of  1860,  the  figures  for  1870  were  167.1  per  cent., 
130.4  per  cent,  and  128.1  per  cent.  ;  that  is,  though  his  nominal  wages  had  not  risen 
since  1865  be  could  buy  with  them  five-eighths  more  than  then  and  even  one-quarter 
more  than  in  1860.  In  1880  the  figures  were  143  per  cent.,  103.4  per  cent.,  144.3  per 
•cent. ;  that  is,  though  wages  had  fallen  in  nominal  amount  one-ninth  below  those 
paid  in  1875,  their  purchasing  power  was  greater  than  ever  and  44  per  cent,  greater 
-than  in  1860.  And  in  1890  the  figures  were  nominal  wages,  168.2  per  cent,  of  those 
paid  in  1860  ;  prices  93.7  per  cent,  of  those  current  in  1860  ;  the  purchasing  power 
of  the  wages  actually  received  in  1890  being  thus  three-quarters  more  than  those 
•actually  received  in  1860. 

The  table  on  page  392  shows  the  figures  for  each  year  ;  and  it  only  remains  to  cr.ll 
the  attention  of  the  wage-earners  to  what  they  already  know  better  than  any  one 
■else — the  fact  that  if  they  take  the  daily  wages  they  are  now  receiving,  they  can  buy 
more  at  the  low  prices  now  prevailing  than  at  any  previous  time.  In  this  country, 
since  1865,  the  wage-earner  has  received  his  pay  in  money  which  has,  on  the  whole, 
steadily  appreciated  in  value,  so  that  the  purchasing  power  of  his  wages  has  nearly 
■doubled,  while  interest  on  capital  averages  scarcely  half  what  it  was. 

With  such  a  history  and  such  an  experience  before  him,  he  must  be  a  foolish  man 
indeed  who  desires  to  lower  the  quality  of  our  money.  It  is  not  meant  to  suggest  that 
the  wage-earner  should  be  oatisfied,  or  that  he  should  not  strive  for  even  a  greater 
share  of  what,  in  co-operation  with  capital,  he  produces.  He  has  as  good  a  right  to 
plan  and  combine  toward  that  end  as  has  the  capitalist  to  increase  his  profits.  It  is 
under  an  appreciating  currency  that  so  much  has  been  accomplished.  Does  he  want 
to  change  this  experiment  for  the  one  which  immediately  preceded  it— during  which, 
-after  the  four  years  1862-5,  under  a  depreciating  currency,  he  found  himself,  though 
with  nominally  high  wages,  working  for  only  three-fourths  the  power  to  purchase  that; 
he  had  previously  had  ? 

The  history  of  finance  in  the  United  States  for  the  last  thirty-five  years  gives  one 
side  of  possible  changes  in  quality— the  detriment  to  wage-earners  of  depreciating 
money  and  the  advantage  that  has  come  to  wage-earners  from  appreciation  of  our  cur- 
rency standard.  It  is  now  proposed  by  an  organized  party  and  an  irresponsible  follow- 
ing to  bring  about  free  coinage  of  silver,  and  thus  allow  the  country  to  experience 
•a  depreciated  standard — that  of  silver.  It  is  proper,  therefore,  that  attention  be  directed 
to  those  countries  which  have  tried  that  experiment  and  are  at  present  using  silver  as  a 
basis  for  their  currency.  What  is  the  condition  of  their  wage-earners  ?  Are  they  better 
•off  than  those  of  gold-standard  countries  ?  Have  they  been  helped  by  the  depreciation 
their  currency  has  suffered  ?  What  has  been  the  actual  experience  of  Japan,  China, 
India  and  Mexico  ? 

Japan. 

During  the  last  ten  or  fifteen  years,  Japan  has  undergone  an  almost  complete  revo- 
lution. A  study  of  this  transition  period  is  sufficient  to  invalidate  the  claim  that  she  has 
prospered  because  of  a  silver  currency.  On  the  contrary,  there  are  at  once  seen 
■causes  sufficient  to  have  enabled  her  to  prosper,  despite  it.  The  government  of  the 
oountry  has  changed  from  a  feudal  state  to  a  constitutional  monarchy.  Old  limitations 
And  restrictions  have  been  done  away  with,  and  Japan  has  entered  the  lists  as  a  modern 
nation  ;  so  that  it  would  be  a  matter  of  surprise  if  there  were  not  some  evidences  of 
a  quickened  development  in  the  commerce  and  business  of  the  country.  This  is  the 
view  of  Consul  General  M.  W.  Mclvor  in  a  recent  report,  in  which  he  says  :  "  Within 
verv  recent  years  Japan,  realizing  that  she  has  a  population  fitted  for  the  acquire- 
ment of  skill  in  the  technical  manufacturing  arts,  and  that  such  labor  can  be 
obtained  here  at  a  lower  price  than  in  any  other  country,  has  evidenced  her  determina- 
tion to  manufacture,  not  only  for  internal  consumption,  but  for  a  broader  market,  and  is 
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beginning  to  demand  foreign  raw  material.  She  is  aided  in  this  undertaking  by  the 
fact  there  is  no  protection  of  foreign  patents,  and,  her  artisans  being  quick  to  imitate, 
she  can  successfully  copy  the  best  mechanical  appliances  of  the  countries  of  the  globe, 
and  can  in  this  way  produce  a  machine  which,  for  given  work,  often  excels  any  to  be 
found  in  the  world.  This  development  of  the  various  manufacturing  arts  is,  we  may 
say,  still  in  the  initiatory  period  ;  but  the  cotton  fabric  industry  has  undoubtedly  passed 
beyond  that  stage,  and  Japan  is  to-day  not  only  supplying  her  home  consumption,  but 
is  shipping  cotton  fabrics  abroad." 

This  report,  coming  as  it  does  from  such  a  reliable  authority,  and  at  a  time  when 
statements  erroneous  and  otherwise  are  being  made  concerning  the  prosperity  of  the 
country,  is  particularly  "apropos."  Japan's  advantage  over  India,  China  and  Great 
Britain  in  the  competition  for  the  trade  of  the  East  is  doubtless  largely  due  to  the 
low  price  of  labor  and  the  free  use  of  the  very  best  and  latest  patents  without  the  pay- 
ment of  royalties.  The  manufacturing  cost  in  India  is  1%  cents,  while  in  Japan  the 
cost  is  only  %  cents  per  yard  for  cotton  cloth.  With  such  a  difference  as  this,  it  is 
no  wonder  that  Japan  has  succeeded  in  securing  a  place  in  the  world's  markets. 
The  increase  in  cotton  mills  in  thirty  years  has  been  very  large.  In  1863  there  was  one 
cotton  mill  in  Japan ;  in  1893  there  were  46.  The  number  of  spindles  during  that 
time  increased  from  5,456  to  600,000,  while  the  output  in  1892  amounted  to  82,476,966- 
yards.  This  is  all  very  well  from  the  standpoint  of  the  manufacturer.  He  profits  by 
low  wages  and  the  high  purchasing  power  of  foreign  money  in  silver-using  Japan. 

But  how  about  the  wage  earner  ?  The  standard  of  living  in  Japan  is  very  low. 
Six-tenths  of  the  population  do  not  earn  $10  per  month.  Mr.  E.  J.  Smithers,  Con- 
sul at  Hiogo,  says  in  the  June,  1894,  Consular  Report,  that  the  only  obstacle  to  the  intro- 
duction of  American  flour  is  that  the  Japanese  are  to  poor  to  buy  it.  This  sentence 
gives  an  idea  of  the  wage  earner's  condition.  The  money  in  which  his  wages  are  paid, 
being  measured  by  a  silver  standard,  has  steadily  shrunk  in  value  during  the  last  few 
years. 

Prices  in  Japan* 


1889. 

1891. 

1894. 

Percentage. 
Increase 
since  1889. 

Yen. 

Sen. 

U.S. 
Money 

Yen. 

Sen. 

In  U.S. 
Money. 

Yen. 

Sen. 

In  U.S. 
Money. 

4 
3 
3 

1 
12 

24 
8 
8 

19 

37 
89 
96 
06 
87 
48 
61 
62 
23 

$2  39 

2  13 

2  17 

58 

6  87 

13  46 
4  73 
4  75 

10  57 

8 
5 
5 
2 
14 
25 
9 
9 
20 

15 
05 
45 
06 
38 
67 
89 
77 
19 

$4  48 
2  77 
2  99 
1  13 
7  90 

14  12 
5  43 
5  36 

11  10 

7 
5 
5 
1 

14 
26 
10 
12 
19 

08 
31 
47 
34 
03 
77 
02 
81 
73 

$3  82 

2  92 

2  90 

78 

7  71 

14  72 
5  51 
7  04 

10  85 

62  per   cent 

36        " 

39 

Salt         "    

Sake       "    

26 
9        « 

9 

16.33  M 

Tobacco    *    

48.06  " 
.26  » 

t  Koku  =  4.96  bu.,  or  179  lbs. 


*13th  Statistics  of  Imperial  Bureau,  p.  602. 

"Wages  on  the  whole  have  not  advanced  as  rapidly  nor  as  much  as  prices.  In 
1891  the  carpenter  received  15|  cents  (28  sen  and  1  p.)  per  day,  while  in  1894  he  received 
17£  cents  (31  sen  and  6  p.)  per  day— a  gain  of  12.3  per  cent  in  the  four  years.  If  data  could 
be  secured  for  1889  the  advance  would  be  still  greater.  The  wages  of  the  pottery  maker, 
teamaker,  foreign  dressmaker  and  the  cotton  spinner  have  advanced  the  most.  The 
percentage  of  gain  in  the  wages  of  the  carpenter,  painter,  sower,  farmer  and  coolie  have 
been  11^,  \\\,  12f,  2\,  10|  per  cent,  respectively  for  the  four  years.  Policemen  get 
from  $4.50  to  $8.25  per  month  ;  teachers  in  government  primary  positions  from  $6.50 
to  $19  per  month  ;  clerks  in  post-offices,  custom-house  officers  and  similar  positions 
receive  from  $4.50  to  $33  per  month  ;  teachers  in  boy's  high  schools,  from  $8  to  $40> 
per  month.     These  salaries  are  reduced  to  the  basis  of  our  own  money. 

It  will  be  seen  from  the  comparison  of  prices  and  wages  that  in  nearly  every 
case  food  products  have  risen  faster  than  wages.  This  is  especially  true  of  rice, 
beans  and  wheat,  the  principal  food  staples  of  Japan.     The  increase  in  wages  has  beeD 
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something  like  14  per  cent,  throughout  the  country,  while  the  advance  in  the  principal 
staples  has  been  28  per  cent.  Since  1889  the  wages  of  the  farmer  have  advanced  about 
3  per  cent.  Rice,  the  principal  article  of  food  has  gone  up  62  per  cent.,  while  wheat 
and  beans  have  each  increased  36  and  39  per  cent,  in  their  price.  Under  such  con- 
ditions the  farmer  is  in  a  bad  situation.  Other  occupations  have  received  a  somewhat 
larger  increase,  but  none  of  them  equal  the  advances  in  prices. 

At  present  Japan  is  a  good  place  for  the  manufacturer.  Gold  will  buy  more  now 
than  at  any  other  time  ;  wages  are  low,  and,  taken  all  in  all,  textile  products  can  be  manu- 
factured ana  sold  to  advantage  in  competition  with  those  of  Great  Britain  or  India.  But 
the  rest  of  the  people  have  nothing  to  be  thankful  for.  Japan  is  now  repeating  our  ex- 
perience of  1832-65.  Her  currency  has  steadily  depreciated  for  the  last  few  years,  not,  to 
be  sure,  from  lack  of  credit,  but  from  the  fact  that  she  uses  silver  as  a  standard. 
Changed  political  conditions  and  the  late  war  have  given  an  extraordinary  stimulus 
to  her  manufacturers.  Her  manufacturing  employers  are  prospering  as  never  before, 
paying  low  wages,  selling  in  an  eager  market — stimulated  by  the  steady  stream  of  extra- 
ordinary government  expediture  of  borrowed  money  which  future  generations  will  have 
to  p^y.  Meanwhile  the  Japanese  laborer  gets  for  his  wages  even  less  of  food  and 
clothing  than  in  former  times. 

China. 

China,  directly  across  the  sea  from  Japan,  has  had  a  somewhat  different  story. 
There  has  been  no  such  awakening  as  in  Japan.  The  mode  of  living,  the  manner  of 
dressing,  the  methods  cf  agriculture,  are  the  same  as  they  were  fifty  years  ago.  China 
is  a  hermit  nation,  and,  living  apart  as  she  does,  the  effect  of  depreciation  of  her 
money,  when  compared  wiih  the  world's  standard,  is  not  felt  to  any  great  degree.  The 
commercial  money  of  China  is  silver,  although  there  is  a  great  deal  of  gold  in  the 
country,  and  the  great  mass  of  petty  trading  is  carried  on  with  copper  "cash."  But 
China  as  a  whole  buys  more  than  she  sells,  and  uses  her  gold  to  pay  for  the  goods. 
Imports  have  been  greater  than  exports  for  several  years.  From  1882  to  1892  the 
imports  amounted  to  $411,198,780  (56,328,600  O.  H.  taels)  in  merchandise  and  $733,- 
650  (1,005,000  H.  taels)  in  treasure.  The  exports  amounted  to  $387,698,620  (531,- 
094,000  H.  taels)  in  merchandise  and  $21,547,000  (29,517.000  H.  taels)  in  treasure 
As  long  as  China  continues  to  buy  heavily  in  the  markets  of  the  world  it  is  not  likely 
that  her  money  will  depreciate  at  home.  China's  ability  to  absorb  silver  depends  upon 
the  preponderance  of  exports  over  imports.  Under  present  conditions  it  is  not  likely 
that  she  will  continue  to  import  silver,  and  her  imports  are  now  largely  paid  for  in 
gold. 

Since  there  has  been  no  great  influx  of  silver  into  China— and  China  has  never  had 
much  silver — there  has  been  little  chance  of  any  great  change  in  the  purchasing  power  of 
her  silver  money.  Although  wages,  rent  and  taxes  remain  unaltered,  still  gold  will 
buy  more  than  it  would  before.  In  1893,  four  shillings  in  gold  would  buy  what  it  for- 
merly took  6s.  6d.  to  purchase.  In  other  words*,  #60  in  gold  will  do  what  formerly  re- 
quired $100.  Gold,  however,  is  used  in  payment  for  imports,  while  silver  and  copper 
remain  the  money  of  the  people.  Wages  are  very  low  ;  skilled  workmen  only  getting 
from  10  to  30  cents  per  day,  while  unskilled  laborers  sell  their  strength  for  5  to  10  cents 
per  day  (as  computed  in  silver). 

In  the  case  of  China,  the  depreciation  of  silver  has  had  therefore  but  little  effect 
upon  her  masses.     But  it  has  not  raised  the  nominal  wages  of  the  working  classes. 

India. 

India's  development  has  tended  to  raise  local  prices.  The  competiton  for  her  ex- 
ports, the  importation  of  gold  and  silver  to  the  amount  of  $150,000,000  in  30  years,  and 
the  opening  of  railroads  to  the  interior  have  all  tended  to  raise  prices.  But  notwith- 
standing India's  development,  she  has  suffered  grievously  by  the  depreciation  of  silver. 
Our  silver  advocates,  however,  cannot  deny  that  wages  have  fallen  and  prices  risen  in 
such  a  way  as  to  make  the  burden  of  her  laboring  classes  greater  than  ever  before.  The 
Indian  Commission  in  its  report  for  1892  says  on  page  462  :  "The  fact  that  wages  and 
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"  all  prices  do  not  rise  to  the  same  extent  enable  the  producer  of  tea,  for  instance,  to 
"  make  a  temporary  gain  at  the  expense  of  employees  and  of  those  to  whom  he  has  to 
'*  make  fixed  money  payments.  This  profit  is  usually  only  temporary,  since  with  the 
"  depreciation  of  ihe  standard,  all  wages  and  prices  tend  to  rise,  and  when  the  rise  is 
"  completed  the  profit  disappears.  If  the  profits  should  happen  to  be  considerable,  and 
*•  should  last  a  longtime,  it  supplies  an  unnatural  and  temporary  stimulus  1o  trade  which 
**  leads  to  overproduction  and  consequent  reaction." 

It  is  measurably  true  in  India,  as  everywhere  else,  that  wages  and  prices  tend  in 
the  long  run  to  adjust  themselves  to  each  other.  But  what  is  the  immediate  conse- 
quence ?  Given,  as  in  India,  the  case  of  a  depreciating  standard,  and  who  suffers  dur- 
ing the  years  or  decades  of  adjustment  ?  The  result  proves  to  be  the  same  here  as 
elsewhere.     It  is  labor  that  pays  for  the  changes. 

In  fifteen  of  the  twenty-three  provinces  given  in  the  tables  of  the  Finance  department 
of  the  British  India  Government  wages  have  fallen  during  the  last  seven  years.  In  five 
provinces  wages  have  remained  the  same,  and  in  four  instances  wages  have  advanced. 
In  eight  provinces  agricultural  labor  has  advanced,  and  in  eleven  the  price  of  skilled 
labor  has  gone  up.  In  Patna,  Cawnpore,  Delhi  and  Karachi  the  wages  of  both  skilled 
and  unskilled  labor  have  fallen.  In  Patna  and  Cawnpore  the  price  of  all  grains  has 
risen,  but  in  Delhi  the  price  of  wheat,  barley  and  grain  has  risen,  while  in  Karchi  barja 
alone  has  not  advanced.  In  these  provinces,  the  condition  of  the  working  class  in 
1893  was  decidedly  worse  than  in  1873.  The  greatest  advance  in  wages  took  place  in 
Rangpur,  Rawalpindi,  Raipur  and  Madras.  In  Rangpur  during  the  last  seven  years  the 
skilled  laborer  has  received  an  increase  of  65.8  per  cent.  At  the  same  time,  however, 
the  unskilled  laborer  lost  6.67  per  cent,  in  his  wages,  while  rice  and  wheat  advanced 
46.6  per  cent,  and  39.4  per  cent.  In  Rawalpindi  the  same  thing  took  place,  the  skilled 
laborer  getting  58  per  cent,  increase  in  his  w7ages  and  the  unskilled  laborer  getting  .9 
per  cent.  less.  Prices  in  this  province  advanced  from  2  per  cent,  to  20  per  cent.,  wheat 
and  barja  being  quoted  at  17.6  per  cent,  and  20  per  cent.  In  Raipur  the  case  was 
reversed  ;  there  the  laborer  got  an  advance  of  29.7  per  cent,  and  the  skilled  laborer  lost 
17.1  per  cent.  The  price  of  wheat  went  up  38  per  cent,  and  rice  13  per  cent.,  so  that 
the  working  class  in  this  province  was  injured  by  the  change.  One  more  example,  that 
of  Madras,  will  suffice.  In  this  province  the  wages  of  the  laborer  increased  11.4  per 
cent.,  and  of  the  skilled  laborer,  48.1  per  cent.  Prices,  however,  kept  pace,  rice,  barja 
and  raga  going  up  28,  33.9  and  49.3  per  cent. 

In  the  forty-six  different  quotations  of  wages  in  the  twenty  three  provinces  of 
India  the  purchasing  power  in  thirty-five  cases  has  decreased.  This  diminution  has 
been  as  great  as  43  per  cent,  in  Salem,  and  as  small  as  1.6  per  cent,  in  Jubbulpoie.  In 
every  province  except  two  the  average  price  of  grains  has  increased,  the  increase 
varying  from  1.8  per  cent,  to  52  per  cent.  The  figures  given  in  the  table  are  fiom  the 
statistics  of  the  India  government.  Although  there  may  be  some  question  as  to  their 
absolute  correctness,  still  there  can  be  po  doubt  as  to  their  relative  value.  They  show 
the  conditions  in  India  as  they  exist. 
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and  Commerce,  1894,  pp.  162-iro,  290-295.     Figures  in  bold  faced  type  indicate  decrease. 
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On  the  whole  there  has  been  an  equalizing  tendency  at  work  in  India.  The- 
decline  in  silver  has  caused  a  rise  in  prices,  and  also  in  most  provinces  a  rise  in  wages. 
Bat  the  la.ter  is  so  much  slower  than  the  former  in  its  readjustment  that  it  will  be  a> 
long  time  before  the  people  will  get  on  as  comfortable  basis  as  before.  The  Herschell. 
report  estimates  thut  the  wages  of  agricultural  laborers  since  18T3  have  risen  6  per  cent., 
grooms  8  per  cent,  and  ordinary  mechanics  16  per  cent.  But  it  is  doubtful  if  any  such 
general  percentage  can  be  given.  India  may  have  increased  ber  exports,  and  thus  have- 
secured  sufficient  additional  demand  for  labor  to  compensate  for  the  injury  done  to  her 
working  population  by  the  decline  in  her  money  standard  ;  but  this  increase  is  mainly 
in  her  exports  to  silver-using  countries,  and  plainly  the  result  of  industrial  development, 
not  of  money  depreciation. 

Mexico. 

It  is  undoubtedly  true  that  manufacturing  in  Mexico  has  increased  since  the  fall  im 
the  price  in  silver.  Mexico  has  been  forced,  by  the  high  rate  of  foreign  exchange  and 
the  fact  that  what  she  buys  must  be  paid  for  in  gold,  or  by  exports,  to  develop  a  new  side 
of  her  industries.  It  i±  not  that  she  is  doing  more,  but  rather  that  the  principal  prod- 
uct of  her  soil  will  not  buy  one-third  as  much  as  it  did  before  the  fall  in  its  price.  In 
other  words,  her  other  resources  are  being  drained  to  make  up  for  the  fall  in  price  of 
silver.  Formerly  Mexico  paid  her  obligations  in  silver ;  she  now  pays  them  largely 
in  agricultural  products  and  gold.  Mexico's  trade  is  really  no  more  extended  than  it 
wasbefore  ;  but  instead  of  her  exports  consisting  of  silver  dollars  they  now  consist  of 
products  either  raised  or  made  in  the  country.  The  last  six  months  of  the  calendar 
year  1894  shows  a  diminution  of  only  $31,091  expressed  in  gold  over  the  imports  of  the 
corresponding  six  months  in  1893.  The  fact  is  that*  as  a  consequence  of  the  fall  of  silver, 
it  requires  more  Mexico's  agricultural  products  and  more  of  the  products  of  her  mines 
to  pay  her  debts. 

At  the  present  time  the  low  price  of  silver  makes  it  unprofitable  to  export  it. 
Naturally  depreciation  of  a  currency  will  react  upon  prices  and  wages  in  the  order 
named.  Prices  move  first  and  wages  fodow ;  such  is  Mexico's  experience  as  well,  as- 
all  the  evidence  shows.  This  quotation  appeared  in  the  publications  in  the  Bureau  of 
American  Republics,  No.  9,  1891  :  • '  One  of  the  greatest  evils  (referring  to  Mexico) 
"  at  t.ie  present  time  is  the  existence  of  a  scale  of  wages  which  defies  all  power  of 
"  reduction  ;  which  robs  the  laborer  of  all  sense  of  dignity  or  feeling  of  association  with 
■'  the  rest  of  their  fellow-citizens,  and  having  reduced  them  to  a  condition  of  abject 
"abasement,  deteriorates  to  a  like  extent  their  productive  power  and  the  measure  of 
"their  ability.  They  are  content  to  regard  themselves  as  a  plant  or  machinery  which 
'•  moves  by  extraneous  aids  only,  and  has  no  power  of  volition,  and  no  desire  to 
"  exercise  it  if  it  had." 

Senor  Romero,  in  a  recent  article  in  the  North  American  Beview,  says :  «'  The  silver 
"  standard  is  a  great  stimulus  in  developing  home  manufactures,  because  foreign  com- 
"  modifies  have  to  be  paid  in  gold,  and,  owing  to  the  high  rate  of  exchange,  their  price 
"  becomes  so  high  that  it  pays  well  to  manufacture  some  of  them  at  home;  our  low 
*'  wages  also  help  to  bring  about  these  results." 

Wages  in  Mexico  have  risen  somewhat  in  the  last  few  years.  Blacksmiths  receive,, 
in  depreciated  silver,  $1  to  $2.50  per  day  ;  carpenters,  $1  to  $1  50  ;  factory  hands, 
50  cents  to  75  cents  ;  printers,  $1  to  $2  ;  conductors,  $1  ;  tailors,  $1  to  $1.50.  In  the- 
Uniied  States,  however,  wages  are  two  or  three  times  those  in  Mexico.  The  prices  paid 
are  in  Mexican  money,  so  that  the  real  wages  are  one  half  less  than  the  amounts  stated. 
There  is  the  same  difference  in  prices.  Flour  in  Mexico  was  quoted  at  5£  cents  per 
pound  ;  sugar,  19  cents  ;  coffee,  24  cents  ;  beans,  per  peck,  50  cents  ;  rice,  8}  cents.  In 
the  United  States  the  prices  of  these  commodities  are  much  less.  Prices  have  risen  in 
Mexico  as  wcii  as  wages,  and,  as  usual,  prices  have  aJvanc.d  much  faster  than  wages. 

SUMMARY  AND  CONCLUSION. 
In  all  the  his  ory  of  depreciation  in  coin  money  wage-earners  have  suffered  thct 
most.      The  statement    that  wages  will    rise    under  a  silver  standard   is  true       But 
when  and  how  fast  will  they  rise  ?     After   prices  and   more  slowly.      In  the  intro* 
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duction  of  a  new  quality  of  money  there  is  always  a  period  of  distress  ;  and  in  such 
times  the  weak  are  pushed  to  the  wall.  Secretary  Windom  put  it  well  when  he 
said :  ' '  The  quality  of  a  circulation  is  even  more  important  than  the  quantity. 
"Numerous  devices  for  enlarging  credit  may,  and  often  do,  avert  the  evils  of  a- 
"  deficient  circulation  and  a  redundancy  may  sometimes  modify  its  own  evils  before- 
"  their  results  become  universal,  but  for  the  baleful  effects  of  a  debased  and  fluctuating; 
"  currency  there  is  no  remedy,  except  by  the  costly  and  difficult  return  to  Sountf 
"  Money,  As  poison  in  the  blood  permeates  arteries,  veins,  nerves,  brain  and  heart, 
M  so  does  a  debased  and  fluctuating  currency  permeate  all  the  arteries  of  trade, 
"paralyze  all  kinds  of  business  and  bring  disaster  to  all  kinds  of  people." 

The  Government  of  India,  in  a  recent  declaration,  announced  their  opinion  ast 
being  (1)  "  That  a  country  as  a  whole  makes  no  gain  in  its  international  trade  by  a. 
depreciation  of  its  standard,  since  the  extra  price  received  for  its  exports  is  balanced. 
by  the  extra  price  paid  for  its  imports. 

.(2)  That  the  producer  of  an  article  of  export  may  make  a  temporary  and  unfair 
gain  from  depreciation  of  the  standard,  at  the  expense  of  his  employees  and  of  other- 
persons  to  whom  he  makes  fixed  payments. 

(3)  But  that  this  gain,  while  not  permanent,  is  counterbalanced  by  a  tendency  to>- 
over-production  and  consequent  reaction  and  depression,  by  a  liability  to  sudden  falls, 
in  price  as  well  as  to  rises,  and  by  the  check  to  the  general  increase  of  international 
trade  necessarily  results  from  the  want  of  a  common  standard  of  value  between, 
countries  which  have  intimate   commercial   and   financial    relations." 

In  addition  to  these  interesting  statements  is  another  made  by  Mr.  George  Jamie- 
son,  British  Consul  at  Shanghai.  "  Wages  in  gold-using  countries  have,  through 
the  appreciation  of  gold,  become  100  per  cent,  dearer  than  they  were  relatively  to- 
silver  wages"  and  the  manufacturer  in  the  silver  standard  countries  can  "obtain  his 
labor  at  half  the  cost  relatively  to  gold  wages  which  he  formerly  paid." 

The  above  quotations  are  from  a  United  States  Secretary  of  the  Treasury,  the 
Government  of  India,  and  a  Consul  of  England  in  China.  They  represent  the  opinions, 
of  men  from  the  individual,  governmental  and  mercantile  point  of  view.  The  evidence 
from  them  goes  to  show  that  the  wage  earner  in  the  silver  country  has  not  gained  any- 
thing by  the  change  in  the  quality  of  money.  Any  reduction  in  the  value  of  a  dollar- 
by  depreciation  of  its  bullion  value,  or  any  policy  by  which  a  change  in  a  money  is. 
brought  about  is  a  diminution  of  its  purchasing  power  in  the  markets.  In  silver 
countries  wages  have  not  kept  up  to  their  former  purchasing  power,  neither  are  they 
as  high  as  wages  in  gold  countries.  The  wage  earner  has  nothing  to  gain  by  deprecia- 
tion in  the  quality  of  money. 

The  effects  of  a  depreciated  currency  are  well  known.  Should  the  money  of 
this  country  depreciate,  then  would  be  repeated  the  story  of  the  Civil  War,  during: 
which  the  wage  earner  was  continually  getting  the  worst  of  it.  On  the  other  hand  it 
is  quite  possible  that  money  may  further  appreciate,  and  in  that  case  the  wages  of  the 
laborer  in  the  United  States  would  be  still  further  enhanced,  and  prices  would  go  still 
lower. 

The  only  fair  and  just  currency  to  all  parties  is  a  stable  one.  Under  such  a. 
currency  the  conditions  of  the  future  are  more  easily  asceria'nible,  legitimate  enter- 
prises more  confidently  entered  upon,  and  progress  more  sure.  Wage  earners  have  no> 
right  to  agitate  for  an  appieciation  of  a  currency,  neither  havo  they  any  reason  to  submit 
to  depreciation  by  others. 
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If  it  be  said  that  a  negative  proof  is  valueless,  and  that  quotations  Jiabitually  given 
on  a  gold  basis  might  not  unnaturally  show  little  variation  by  comparison  with  gold,  it  i» 
clear  that  no  such  criticism  will  apply  to  changes  in  the  direction  of  the  gold  changes  but 
exceeding  them  in  amount,  in  the  appreciation  of  wages  relatively  to  gold  while  gold  is  itself 
appreciating.  Yet  nothing  can  be  clearer  to  the  eye  than  that  that  very  thing  is  what  wages 
have  done  since  the  return  of  peace  to  our  land.  And  just  that  have  wages  done  in  Europe 
at  the  same  time— starting  at  a  lower  point,  bringing  up  at  a  lower  point,  but  following  the 
same  general  rate  of  increase.  Manifestly  the  just  measure  of  wages  in  the  period  here 
covered  has  not  been  silver.  If  it  be  desirable  on  any  account  to  preserve  a  constancy  in  the 
compensation  of  labor,  to  provide  that  the  sum  which  shall  represent  so  many  days'  work  at 
one  date  shall  not  represent  fewer  days' work  at  a  later  date,  on  that  account  is  silver  in- 
ferior as  a  standard.  Its  claims  can  be  upheld  only  by  proving  the  total  unfitness  of  human 
labor  as  a  measure  of  value,  and  that  has  not  been  done. 
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It  is  doubtless  true  that  the  progress  of  opinion,  on  the  important  practical  questions 
'which  lead  to  political  divisions,  has  not  been  greatly  influenced  by  scientific  research 
•or  the  guidance  of  scientific  men.  The  substantial  triumphs  of  politics,  in  the  carrying 
of  national  elections,  or  the  forcing  of  contested  measures  through  the  many  resistances 
offered  by  the  legislative  apparatus,  are  generally  achieved  by  forces  quite  different  from 
those  which  discover  and  establish  scientific  truth.  Like  the  successful  commander  in 
aggressive  warfare,  who  carries  a  coveted  position  by  the  impetus  of  an  irresistible  force 
hurled  against  it,  the  skdled  political  leader  seeks  to  sway  a  mass  of  voters  or  of  legis- 
lators by  bringing  to  bear  upon  it  a  mighty  wave  of  popular  feeling;  and,  in  comparison 
with,  emotional  fervor,  the  most  effective  stimulus  to  action,  sets  little  store  by  carefully 
weighed  judgment,  the  most  effective  restraint  on  hasty  action,  an  agent  far  less  fitted 
to  serve  his  purpose.  The  faithful  votary  of  science  trusts  all  to  judgment  and  nothing 
to  emotion;  he  controls  no  force  which  can  roll  up  majorities;  he  is  therefore  left  out 
of  account  as  a  factor  in  political  movements.  , 

Yet  despite  these  facts,  or  rather  in  large  measure  because  of  them,  there  are  no 
-questions  more  loudly  crying  for  the  brightest  light  which  the  purest  science  can  throw 
-upon  them,  than  these  very  questions  of  practical  politics.  Not  that  the  working  of 
political  machiuery,  by  any*such  methods  as  now  control  that  machinery,  should  be  in 
the  hands  of  people  of  scientific  training,  or  that — in  plain  English — there  is  need  of  a 
•corps  of  scientific  bosses;  for,  put  in  a  position  where  success  is  the  highest  acknowl- 
edged good,  the  man  of  science  will  only  seek  the  same  success  that  others  seek,  and 
avail  himself  of  the  same  tactics.  Indeed,  it  must  be  confessed  that  scientific  training 
and  an  extended  knowledge  of  scientific  truth  may  fail  miserably  in  leading  to  a  truly 
scientific  method  of  treating  questions  in  which  the  interest  is  emotional.  Men  of 
science  are  tempted  in  all  points  as  other  men,  and  sometimes  yield.  Rhetorically,  a 
sweeping  generality  or  dogmatic  assertion  is  usually  more  effective  than  the  best 
guarded  conclusion  from  carefully  sifted  data,  and  even  a  scientific  man  may  sometimes 
condescend  to  the  use  of  it.  The  contribution  which  science  can  make,  and  ought  to 
make,  to  politics  is  by  a  contrast  of  objects,  not  by  a  rival  pursuit  of  the  same  objects; 
by  a  loyal  adherence  to  methods  which  lead  to  the  establishment  of  truth,  in  opposition 
to  all  methods  of  merely  acquiring  control  of  affairs  through  victories  at  the  polls;  by 
being  unfalteringly  faithful  to  itself.  While,  therefore,  it  is  highly  desirable  that  science 
*houl  I  fearlessly  meet  and  (where  possible)  resolve  political  questions,  it  is  essential  that 
this  be  not  done  as  politicians  do  it;  that  arguments  addressed  to  prejudices  and  private 
or  party  interests  be  banished;  that  justice  be  done  to  every  morsel  of  truth,  from 
whatever  school  or  faction  it  is  brought  forth;  that  no  conclusion  be  taught  as  orthodox 
-doctrine  till  it  has  been  stoutly  buttressed  by  impregnable  premises. 

Legal  Tender  the  Interfering  Factor. 

If  any  political  question  has  an  espedal  claim  upon  the  attention  of  a  scientific 
association,  or  especially  needs  the  application  to  it  of  scientific  principles,  it  is  that  o^ 
1  he  monetary  standard,  one  of  those  inevitably  arising  from  the  possession  by  the  national 
Government  of  the  power  of  legalizing  a  tender  for  debts.  It  hardly  needs  to  be  pointed 
out  that  if  this  power,  as  to  which  the  Federal  Constitution  is  silent  except  in  the  clause 
where  its  exercise  by  individual  States  is  restricted,  and  whose  use  by  the  general 
Government  is  justified  only  as  an  indirect  inference  from  the  powers  granted,  to 
regulate  the  value  of  coins  and  to  raise  money  on  the  credit  of  the  United  btates— if 
this  power  of  legal  tender  did  not  exist,  the  question  of  the  monetary  standard  would 
•settle  itself.  No  legal  standard  governs  the  dealings  of  independent  countries  with  one 
another ;  and  if  the  Go  vernment  assumed  no  right  of  declaring  a  legal  tender  in  private  com- 
mercial transactions,  such  transactions  would  rest  upon  the  same  basis.  The  standard  of 
payment  for  any  contract  involving  money  wonld  be  found  expressed  or  implied  in  the 
contract  itself,  and  legislation  would  have  nothing  to  do  with  the  matter,  except  so  far 
as  it  is  within  recognized  legislative  power  to  enforce  or  to  impair  the  obligation  of 
■contracts.  Legal  control  over  the  standard  of  values  or  payments  must  be  based  on  the 
assumption  that  private  contracts  may  raise  a  question  which  they  may  not  satisfac- 
torily settle — or,  to  state  it  more  exactly,  that  what  was  recognized  as  money  when  a 
contract  was  made  is  not  necessarily  suitable  to  be  recognized  as  money  when  the  con- 
tract comes  to  be  fulfilled,  so  that  the  suitable  something  must  be  declared  by  the  law- 
making power.  This-  assumption,  whatever  may  be  thought  of  its  merits,  has  come  to 
be  accepted  as  a  part  of  our  inherited  scheme  of  government,  and  the  practical  question 
is,  how  best  to  proceed  under  it.     ^ 
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STABILITY  IN  VALUE. 

That  stability  in  value  is  the  essential  requisite  of  the  monetary  standard,  seems  in- 
contestable. But  what  shall  constitute  stability  ?  Since  the  word  means  ability  to  resist 
disturbing  forces,  and  since  the  ability  to  resist  depends  on  the  nature  of  disturbing 
force,  what  kind  of  force  does  it  most  concern  us  to  resist  ?  Value  itself,  too,  is  essen- 
tially a  relative  quality,  which  a  thing  has  not  independently,  but  only  with  reference 
to  something  else  ;  and  what  is  that  something  with  reference  to  which  the  standard  of 
values  should  be  stable  ?  Neither  of  these  questions  should  be  neglected  in  a  complete 
consideration  of  the  subject. 

The  disturbing  forces  which  the  value  of  the  monetary  standard  ought  to  have  ability 
to  resist,  are  those  which  interfere  with  its  functions  as  money.  Taking  up  the  uses 
with  which  money  has  been  credited,  and  inquiring  what  interferences  with  those  uses 
-are  to  be  avoided,  we  have  no  difficulty  in  deciding  (1)  that,  as  a  medium  of  exchange, 
it  is  sufficient  if  a  stability  of  value  is  maintained  until  the  exchange  is  completed,  so 
that  the  only  fluctuations  we  have  to  fear  are  the  violent  ones  which  derange  prices 
during  the  short  interval  between  our  sales  and  our  purchases,  the  more  gradual 
changes,  extending  over  years  or  even  over  months,  being  practically  indifferent ;  (2) 
that  as  a  common  denominator  or  measure  of  value,  it  is  the  rapid  and  not  the  gradual 
•changes  that  prove  real  obstacles  to  the  money  function,  for  to  the  latter  the  mind  can 
accustom  itself,  practically,  as  well  as  to  perfect  constancy — particularly  in  view  of  the 
fact  that  subjective  values,  the  uses  which  the  same  objects  have  for  us,  in  course  of 
-  cur  own  growth  and  maturity  and  senescence,  themselves  change  far  more  widely  than 
the  money  metals  have  ever  changed  ;  (3)  that  as  a  standard  for  deferred  payments,  the 
constancy  required  is  for  the  period,  longer  or  shorter,  between  the  time  when  the  pay- 
ment is  promised,  and  the  time  when  it  is  made  ;  (4)  that  as  a  store  or  hoard  or  con- 
venient form  of  dormant  capital,  money  should  hold  a  constant  value  for  the  time — 
usually  short— during  which  it  remains  stored.  With  all  uses  of  money  except  the 
third,  therefore,  slow  changes  in  value,  requiring  years  to  become  perceptible,  do  not 
injuriously  interfere,  and  need  hardly  be  considered.  With  regard  to  its  use  as  a  stand- 
ard for  deferred  payments,  any  changes  in  its  value,  not  contemplated  by  the  contract- 
ing parties,  must  of  course  be  injurious  to  one  of  them  and  unfairly  favorable  to  the 
ether,  whether  the  change  be  slow  or  speedy.  But  the  case  is  different  with  gradual 
changes  in  process  when  the  contract  is  made.  Any  factor  which  is  to  affect  the  value 
cf  an  anticipated  payment  is  naturally  taken  into  account  in  estimating  the  present 
worth  of  that  payment.  Adjustments  of  this  kind  are  made  in  fixing  the  rate  of  inter- 
est, which  is  necessarily  higher  when  the  unit  of  value  is  depreciating,  and  lower  when 
it  is  relatively  increasing,  since  interest  is,  as  precisely  as  the  word  can  be  defined,  the 
■difference  between  the  value  of  present  money  and  the  present  value  of  future  money. 
The  general  conclusion  is  that  for  all  purposes  except  that  of  discharging  a  very  small 
proportion  of  the  obligations  in  force  (a  proportion  which,  it  ought  in  justice  to  be  ad- 
mitted, is  not  quite  so  small  in  respect  to  total  amount  as  in  respect  to  number,  for 
some  of  those  obligations  are  for  large  sums)  a  gradual  change  in  the  monetary  unit  is  of 
slight  importance,  and  the  only  serious  changes  are  the  short,  sharp,  sudden  ones.  Sta- 
bility is  here  like  seaworthiness  in  the  ship,  of  which  very  little  is  required  to  ride  the 
•slow  tidal  waves,  and  hardly  more  to  withstand  the  great  swells,  but  which  is  called 
into  full  exercise  in  bearing  up  against  the  chopping  sea.  Our  unit  of  value  should 
steadily  ride  the  chopping  seas  of  ebbing  and  flowing  commerce. 

An  Appreciating  Standard. 

The  direction  in  which  these  disturbing  forces  act  is  a  question  of  some  importance, 
and  is  thought  to  have  more  importance  than  it  has.  Is  there  a  foundation  for  the  doc- 
trine so  zealously  taught,  that  a  change  in  one  direction  is  hurtful  or  dangerous,  and  a 
change  in  the  other  harmless  or  even  salutary  ?  It  is  quite  true  that  more  complaint 
has  been  made  of  falling  prices  and  appreciating  currency,  said  and  believed  to  be 
scarcer,  than  of  advancing  prices  and  baser  currency,  credited  with  being  plentier  and 
•' easier" — or  at  least  that  the  former  kind  of  complaint  is  always  favored  with  a 
louder  popular  echo — because  the  debtor  has  readier  access  to  the  sympathy  of  his 
fellows  than  the  creditor  can  ever  hope  for  ;  but  what  reason  can  be  given  in  its  sup- 
port, apart  from  the  appeal  to  prevalent  partiality  ?  The  public  interest,  we  are 
reminded,  is  more  with  the  debtor,  because  social  progress  is  largely  due  to  his  hope- 
fulness and  enterprise.  We  are  even  told  that  " a  market  that  is  constantly  falling  as 
a  result  of  an  appreciating  currency  .  .  .  .  is  perhaps  the  most  deadening  and 
benumbing  influence  that  can  touch  the  enterprise  of  a  nation."  Capital  is  dis- 
couraged from  production  of  goods  whose  price  is  falling,  drawn  out  of  businesses  in 
which  the  community  is  served  and  into  idle  hoarding.  Nor  is  this  the  final  clause  in 
the  chapter  of  ills,  for  in  a  growing  scarcity  of  money  we  are  to  read  the  doom  of 
civilization  itself ;  the  good  old  Tory  historian  Alison  being  drawn  upon  for  sonorous 
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demonstrations  that  the  night  of  the  Dark  Ages,  following  the  fall  of  the  Western 
Empire,  was  brought  about  oy  a  failure  of  the  money  supply,  and  that  the  modern 
revival  of  culture  is  a  direct  outcome  of  the  quickening  of  Europe  by  silver  from 
Potosi.  The  list  of  arguments  of  opposite  tendency,  favoring  appreciating  money  and 
the  creditor's  side,  is  very  much  shorter.  The  most  important  of  them  is  the  interest 
of  the  laboring  man,  which  is  unquestionably,  though  too  many  people  fail  to  realize- 
it,  altogether  that  of  the  creditor.  ''  The  creditor  class,"  so  often  portrayed  in  appeals- 
to  imaginative  sympathy,  is  made  up  of  corpulent  capitalists,  clipping  coupons  in  lazy 
luxury,  swarming  the  multifarious  pleasure  resorts  along  ttie  Atlantic  coast,  whenever 
not  in  prosecution  of  their  unblessed  machinations  in  Wall  street — the  creditor  class  of 
sober  fact  includes  as  its  most  numerous  and  practically  most  important  element,  the- 
scores  of  thousands  of  manual  laborers  whose  wages  are  in  arrears — toiling  men  and 
women  whose  compensation  has  been  postponed,  or  who  voluntarily  leave  funds  in  the 
hands  of  their  employers  because  believing  them  safest  there. 

To  this  briefer  showing  of  arguments  the  reply  may  be  in  like  manner  briefer  :  it  is 
enough  to  say  that  arrears  of  wages,  though  the  amount  of  them  may  reach  a  huge 
figure  in  the  aggregate,  are  rarely  large  in  any  individual  instance;  and  that  the  times, 
for  which  they  remain  due  are  measured  usually  by  fractions  of  a  month,  rarely  pro- 
longed to  many  months,  so  that  the  suffering  that  would  be  caused  in  any  case  by  a 
depreciating  unit  of  value  must  be,  unless  the  depreciation  were  violent,  inconsider- 
able. To  advocate  an  appreciating  unit  of  value  as  a  measure  of  deliberate  policy,  for 
the  sake  of  the  advantage  that  would  accrue  from  it  to  the  great  body  of  wage- 
earners,  would  be,  moreover,  practically  futile.  Any  movement  of  this  kind,  by 
which  the  working  man  could  be  benefited,  would  infallibly  be  discounted  to  Jus  dis- 
advantage beforehand,  by  the  same  management  that  great  manufacturing  firms  now 
use,  when  they  cut  off  the  profits  which  m  >re  economical  applications  of  machinery 
would  otherwise  bring  to  their  piece-workmen,  through  successive  reductions  of  their 
rate  of  compensation  per  piece.  We  may  depend  upon  it,  the  first  benefits  of 
social  changes  of  any  kind  are  going  to  coma  always  to  those  most  and  not  to  those 
least  able  to  foresee  them. 

A  Depreciating  Stand akd. 

But  how  about  the  supposed  reasons  for  preferring  a  currency  whose  value  is. 
gradually  sinking  ?  The  advocates  of  such  a  currency  do  not  usually,  it  is  true,  lay 
stress  so  much  on  the  depreciation  as  on  the  greater  abundance  of  the  material  forming 
the  measure  of  values.  This  is  what  they  delight  in  calling  a  stimulus,  and  its  effects 
are  indeed  analogous  to  those  of  the  stimulus  physiological.  It  gives  not  strength,  but 
a  feeling  of  strength;  it  brings  out  energy  for  present  expenditure  by  drafts  on  the  re- 
serve, which  drafts  must  some  time  be  met  in  full  without  defa  lit ;  it  may  be  veiy 
useful  in  tiding  over  a  season  of  low  vitality,  but  is  reckless  folly  when  there  is  m> 
abnormal  demand  to  be  met.  Very  little  attention  need  be  paid  to  the  instances  from 
history,  adduced  to  prove  a  high  civilization  the  result  of  an  abundant  gold  and  silver 
supply,  simply  because  in  this  supposed  proof,  like  so  many  others  which  the  econom- 
ical inquirer  is  called  on  to  examine,  the  relation  of  cause  and  effect  is  reversed.  It  is 
indubitably  true  that  a  higher  stage  of  civilization  will  bring  to  light  and  find  use  for 
more  of  the  precious  metals  than  will  a  lower,  and  in  that  truth  we  have  all  the  ex- 
planation we  need  for  the  coincidences  exploited  by  Alison. 

The  question  of  business  enterprise  may  be  treated  with  somewhat  more  gravity  ; 
for  enterprise  is  a  blessing  not  to  be  decried,  still  less  to  be  sacrificed,  or 
even  needlessly  endangered.  But  so  far  as  this  blessing  depends  on  the 
reward  awaiting  it,  we  must  admit  that  a  gradually  depreciating  currency  will  not 
certainly  insure  it  if  the  depreciation  can  be  foreseen  and  allowed  for  ;  since  the  fact 
is  well  established,  that  interest  is  higher  on  a  depreciating  and  lower  on  an 
appreciating  capital,  so  that  the  enterpriser  must  pay  out  in  that  way  what  he  makes  in 
the  other.  Then  how  far  is  it  true  that  a  moderate  tendency  to  depreciate  will  have  the 
effect  of  keeping  capital  active  that  would  otherwise  be  hoarded,  thus  providing  more 
work  for  willing  hands  and  more  efficiently  serving  the  community  ?  This  is  an  argu- 
ment of  high  plausibility  ;  in  fact  it  might  even  be  admitted  to  have  a  considerable  share 
of  truth  in  it,  but  that  it  fails  to  take  proper  account  of  the  real  causes  and  conditions 
of  hoarding  money;  for  is  it  not  a  fact  of  experience  that  money  is  kept  idle,  rather  from 
a  fear  of  losing  it  altogether  than  because  the  return  from  its  investment  is  thought  too 
low  1  We  all  know  that  investments  believed  to  be  unimpeachably  safe,  such  as  the 
bonds  of  a  solvent  government,  never  fail  to  draw  out  money  that  remains  hidden  from 
others  of  far  fairer  promise  but  of  less  security.  Can  there  be  any  doubt  that  the  tend 
ency  appealed  to  in  this  very  argument,  the  attraction  of  money  to  better-paying  invest- 
ments, would  be  effective  in  drawing  it  to  even  a  low-paying  enterprise  in  preference  to 
no  interest  at  all,  if  entire  safety  were  assured?  Otherwise  expressed  :  "  The  greatest 
part  of  the  evil  of  a  diminishing  money  supply  is  wrought  through  the  discouragement 
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of  enterprise,  through  the  diminution  of  legitimate  profits,  through  the  preference  given 
to  all  investments  of  capital  which  result  in  a  fixed  charge  upon  production,  over  those 
which  involve  a  participation  in  the  gains  or  losses  of  active  business."  This  sentence 
is  quoted  from  one  of  the  ablest  aud  most  celebrated  economic  writers  our  country  has 
produced,  but  even  the  respect  commanded  by  his  name,  standing  and  work  are  insuffi- 
cient to  give  it  practical  justification.  The  returns  of  investments  resulting  in  a  fixed 
charge  on  production  depend  inseparably  on  the  returns  of  the  production,  and  must 
necessarily  rise  or  fall  with  them.  The  law  of  demand  and  supply  suffices  to  prevent 
too  attractive  investments  from  becoming  disproportionally  profitable.  As  a  matter  of 
observation,  business  enterprise  is  subject  like  "  animal  spirits"  to  ebbs  and  floods,  all 
uninfluenced  by  the  state  of  the  currency — or  rather,  indeed,  moulding  for  itself  a  cur- 
rency in  accordance  with  its  own  unrestrained  caprices— and  the  stronger  the  floods  the 
lower  will  be  the  ebbs.  Each  in  its  own  way,  our  sad  collapses  of  1837  and  1857  and 
1873  are  all  traceable  to  over-stimulated  business  enterprise,  and  warn  us  unmistakably 
that  even  so  good  a  thing  can  sometimes  be  redundant. 

It  may  well  be  doubted  whether  an  avowed  and  deliberate  encouragement  of 
debtors  as  a  class  is  good  policy,  notwithstanding  their  enterprise  and  progressive- 
ness.  The  objection  that  too  much  encouragement  may  make  them  too  enterpris- 
ing and  too  progressive,  is  not  less  well-founded  than  obvious  ;  but  a  more  serious 
objection  arises  from  inquiry  at  whose  expense  the  encouragement  must  be  had 
— what  important  section  of  the  creditor  class  there  is,  gifted  with  neither  the  power 
nor  the  skill  nor  the  knowledge  to  escape  the  consequences  of  money  depreciation. 
Plainly  the  laborer  must  bear  the  expense  of  it,  because  he  alone  is  unable  to  con- 
trive to  avoid  it.  The  capitalist  can  refuse  to  lend,  or  to  extend  loans,  except  at 
higher  interest ;  the  working  man  must  enter  the  market  with  his  only  merchandise,  the 
toil  of  his  hands,  which  must  be  disposed  of  for  what  it  will  bring,  at  once,  or  else  be 
lost.  The  necessity  that  the  laborer  must  suffer  in  his  earnings  when  money  depreciates 
is  all  but  self-evident.  The  fact  that  he  does  suffer  is  clearly  proved  by  Mr.  Atkinson's 
investigations,  and  can  also  be  read  from  the  accompanying  chart,  where  values  in  war- 
time are  reduced  from  paper  to  specie.  Finally,  the  difference  does  not  seem  to  be  vitally 
important,  whether  a  currency  depreciates  as  a  direct  result  of  its  greater  abundance,  or 
from  any  other  cause  whatsoever.  An  increased  abundance  to  which  the  limits  have 
become  evident,  as  from  the  opening  of  mines  whose  production  has  begun  to  fall  off, 
is  less  hurtful  as  a  source  of  depreciation  than  one  to  which  no  one  knows  where  to  set 
a  limit ;  but  the  difference  is  of  quantity  rather  than  quality.  The  value  of  money 
could  be  destroyed  as  hopelessly,  and  essentially  In  the  same  way,  by  unlimited  increase 
in  quantity  as  by  unlimited  debasement  in  composition. 

This  assumption,  that  the  good  of  society  might  be  advanced  by  money  growing 
cheaper,  has  called  for  a  much  more  elaborate  refutation  than  the  rival  assumption  that 
benefit  is  to  be  had  from  money  growing  dearer.  The  reason  is  merely  that  the  one  as- 
sumption is  more  frequently  made  than  the  other  ;  not  that  there  is  any  essential  differ- 
ence in  point  of  demerit  between  the  two.  Whether  it  be  appreciation  or  depreciation, 
every  change  in  the  standard  by  which  values  are  reckoned  is  more  hurtful  than  helpful, 
and  the  chief  consideration  determining  the  degree  of  hurtfulness  is  that  it  is  greater 
the  more  sudden,  and  less  the  more  gradual  the  change.  But  the  important  question, 
what  is  to  constitute  a  change,  and  how  we  are  to  estimate  the  degree  of  it,  or  even  the 
existence  of  it,  yet  remains  unanswered.  It  need  hardly -be  confessed  that  if  we  are 
without  means  of  satisfying  ourselves  whether  a  change  has  occurred,  or  what  kind  of 
a  change  it  is  that  has  occurred,  the  discussion  of  this  subject  must  be  lacking  in  prac- 
tical interest. 

STANDARDS  OF  VALUE. 

A  change  in  value,  like  change  of  every  kind,  is  unmeaning  except  in  relation  to 
something  which  is  understood  not  to  change.  What,  in  the  case  of  values,  is  or  ought 
to  be  that  something  ?  This  is  a  question  to  which  we  give  a  practical  answer  every 
day,  in  terms  of  our  customary  currency.  Precisely  the  same  inquiry,  over  which  we 
thus  puzzle,  is  every  hour  receiving  its  hundred  thousand  answers,  wherever  a  commer- 
cial transaction  is  conducted  or  any  estimate  of  worth  or  price  made.  And  are  those 
hundred  thousand  answers  as  satisfactory  as  the  best  answers  to  which  our  closest  reflec- 
tion can  lead  us  ?  In  all  but  a  small  minority  of  cases,  yes.  In  all  but  a  very  few  of 
that  minority — perhaps  a  few  dozen  out  of  the  hundred  thousand — the  answer,  in  terms 
of  customary  currency,  is  seriously  unsatisfactory  only  when  the  fluctuations  of  that 
currency  are  abrupt  and  violent.  But  of  course  the  true  measure  for  which  we  are 
seeking  ought  to  suffice  for  these  few  exceptional  cases  also,  as  well  as  the  great  mass  of 
cases  for  which  any  accepted  measure  suffices.  Thus  there  was  a  decided  contradiction 
in  our  estimates  of  the  natural  unit  of  value,  in  the  war  and  reconstruction  days  whet. 
there  were  widest  changes  in  the  factor  that  we  knew  as  "  the  price  of  gold."  As  this 
price  rose  or  fell,  other  prices  rose  or  fell  with  it,  and  this  had  in  many  ways  the  effect 
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of  a  real  movement  in  values,  for  people  acted  and  felt,  when  the  currency  price  was 
higher,  as  though  they  were  receiving  a  larger  return  for  their  merchandise,  and  when 
it  fell  off,  as  though  they  suffered  a  real  loss.  But  for  those  who  dealt  with  other  coun- 
tries where  there  were  no  such  fluctuations,  there  was  no  such  reality.  Among  the 
more  reflecting  of  our  people,  even  without  the  evidence  of  foreign  trade  to  remind 
them,  there  was  all  the  time  a  sente  that  values  were  not  changing  as  prices  changed  ; 
and  yet,  so  strong  is  the  tendency  lo  look  upon  the  nominal  unit  as  a  true  unit,  few  of 
us  who  have  had  anything  to  do  with  statistical  investigations  can  have  failed  to  see  more 
than  one  interesting  and  promising  inquiry,  dealing  with  values,  sadly  vitiated  by  a 
naive  use  of  the  ceosus  figures  for  1870  as  if  the  "  dollars  "  in  its  tables  had  the  same 
meaning  as  those  for  1860  and  1880,  and  as  if  any  conclusions  worth  considering  could 
be  reached  with  regard  to  the  variations  in  business  and  consumption  in  the  two  decades 
before  twenty  per  centum  had  been  struck  off  from  all  the  returns  for  1870.  In  making 
this  correction  we  are  practically  accepting  the  gold  standard  as  uniform  ;  and  it 
lias  never  been  doubted  that  gold  is  a  better  standard  than  a  mere  promise  of  gold,  a 
probability  of  gold,  whose  value  has  not  only  all  the  uncertainties  attaching  to  gold 
itself,  but  in  addition  to  these  the  greater  uncertainties  attaching  to  the  power  and  dis- 
position of  the  government  to  make  good  its  promise. 

To  assume  gold  as  intrinsically  the  uniform  measure  of  values,  without  further 
reflection  than  is  founded  on  seeing  it  accepted  in  the  coinage  of  sundry  countries,  a 
distinction  which  it  owes  to  the  physical  properties  that  make  it  convenient,  while  the 
difficulty  of  procuring  it  insures  us  against  a  glut  of  it  ;  this  is  only  one  step  in  advance 
of  assuming  that  the  word  "  dollar  "  always  denotes  the  same  value.  It  is  convenient 
rather  than  convincing.  Undoubtedly  we  can,  if  we  please,  arbitrarily  define  uniform 
value  as  gold  value,  and  logically  draw  all  manner  of  conclusions  as  necessary  con- 
sequences Irom  that  definition  ;  but  that  method  is  scholastic  rather  than  scientific. 
Value  is  based  on  demand,  and  a  demand  so  essentially  conventional  as  that  for  gold 
would  not  form  a  natural  foundation  of  value. 

Commodity  and  Labor  Standards. 

It  seems  eminently  reasonable  that  the  unit  of  value  should  be  that  which  meets  a 
unit  demand  ;  and  two  ways  of  estimating  this  latter  unit — each  of  them  a  species  with 
varieties — have  been  advocated.  The  first  of  these  is  by  the  composite  or  tabular  stand- 
ard :  a  number  of  articles  of  general  consumption  is  taken  to  form  a  mean  price  ;  this 
mean  being  either  a  simple  average,  or  one  with  its  components  weighted  according  to 
estimated  consumption  ;  the  demand  for  a  fixed  amount  of  this  average  commodity  is 
assumed  as  a  uniform  demand,  and  therefore  as  answering  to  a  uniform  value.  By  this 
reckoning,  if  the  gold  price  of  the  adopted  average  commodity  falls,  this  is  accepted  as 
proof  that  the  demand  for  gold  has  relatively  increased,  and  that  therefore  we  ought 
more  properly  to  say  that  the  value  of  gold  has  risen.  In  the  second  way  of  estimating, 
demand  enters  with  a  negative  instead  of  a  positive  sign.  We  deal  no  longer  with  the 
good  things  of  this  life  which  man  seeks  to  acquire,  but  with  the  hardships  he  seeks  to 
escape.  The  typical  negative  demand  is  the  curse  of  Adam,  and  so  in  the  amounts  of 
labor  lhat  this  or  that  commodity  can  command,  we  are  to  read  its  true  value.  The 
value  unit  is  thus,  like  the  great  Joule  unit  of  physics,  based  on  energy.  By  this  reckon- 
ing, if  the  gold  price  of  the  adopted  unit  of  human  effort — the  average  of  several  modes 
of  applying  it  being  used,  to  avoid  variations  merely  casual — if  that  price  rises,  this  is 
aecepted  as  proof  that  the  gold  unit  has  lost  part  of  its  power  to  command  human 
energy,  and  that  therefore  we  ought  more  properly  to  say  the  value  of  gold  has 
fallen. 

Which  of  these  two  reckonings  is  the  true  one  ?  Each  of  them  in  turn  is  again 
and  again  assumed  as  though  no  cloud  rested  upon  its  title.  In  one  popular  treatise  on 
political  economy — a  work  of  many  excellent  points,  by  the  way — the  tabular  standard, 
obtained  by  averaging  carefully  chosen  proportions  of  some  twenty  widely  consumed 
commodities,  receives  the  name  of  the  ''absolute"  unit;  and  there  is  no  lack  of 
examples  equally  decided  on  the  other  side.l  A  thoughtful  and  skillful  comparison 
of  the  two  has  been  made  in  a  paper  on  "The  Standard  of  Deferred  Payments"  by 
Prof.  Edward  A.  Ross,  where  the  question  was  divided  into  two:  "(1)  as  to  the 
ultimate  standard  of  value,  (2)  as  to  the  destination  of  the  benefits  of  industrial  pro- 
gress"— of  which  the  second  may  safely  be  dismissed,  because  its  answer  is  logically 
involved  in  the  first.  According  to  Professor  Ross,  "  it  is  not  difficult  to  show  that 
the  labor  value  theory  rests  upon  a  faulty  analysis.  A  good  possesses  value  or  impor- 
tance not  on  account  of  its  past  but  on  account  of  its  future  ;  not  because  it  embodies 
past  sacrifices,  but  because  it  promises  future  satisfactions.  *  *  *  As  is  evidenced 
by  the  course  of  trade  between  nations  at  different  economic  stages,  values  are  deter- 
mined not  by  cost  but  by  utility."  It  is  true,  value  is  something  that  looks  forward  and 
not  backward,  and  so  regards  not  the  cost  at  which  the  good  has  been  attained  in  apprais- 
ing it ;   but   however   effective  this  now   generally   admitted   truth  may   be  in  over- 

*  The  question  "  Has  Gold  Appreciated  ? "  is  discussed  in  a  recent  pamphlet  by  Mr.  C.  C.  Jackson, 
and  answered  on  the  labor-value  principle  in  the  negative. 
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throwing  the  doctrines  of  David  Ricardo,  it  does  not  yet  take  the  life  out  of  the  labor- 
value  theory,  for  the  simple  reason  that  that  theory,  or  the  form  of  it  which  concerns 
us  at  present,  really  rests,  not  on  the  "faulty  analysis"  which  Professor  Ross  so  easily 
exposes,  but  as  essentially  as  the  commodity-value  theory  on  utility.  It  reckons  value 
not  by  the  labor  a  good  has  cost,  but  by  the  labor  that  that  good  will  command,  in 
exactly  the  same  way  that  the  rival  theory  considers  the  commodity  that  will  be  rather 
than  that  has  been  paid,  in  the  same  reckoning  ;  and  utility  enters  the  equation  with  a 
negative  sign,  because  labor  is  precisely  negative  utility.  There  is  of  course  a  real 
foundation  for  the  contrast  between  "past  sacrifices"  and  "future  satisfactions," 
since  when  we  regard  the  case  of  money  in  the  hands  of  a  wage  earner  the  labor 
represented  by  it  belongs  undoubtedly  to  the  past  and  the  commodity  to  the  future — 
this  being  a  consequence  of  the  law  by  which  men  must  earn  before  they  can  spend. 
But  this  is  not  the  whole  of  the  matter  ;  the  prudent  wage  earner  always  looks  on 
beyond  the  satisfaction  promised  from  the  commodity  he  would  have,  to  the  cost  of 
replacing  the  money  expended — if  I  buy  this  article,  he  says,  I  must  do  a  day's  or  a 
week's  work  before  I  can  regain  an  equal  power  to  supply  my  wants.  Plainly  then, 
the  order  in  which  money  payments  are  made  should  not  be  regarded  a  vital  point,  in 
fixing  on  a  standard  of  values  or  of  deferred  payments.  Professor  Ross  rightly  treats 
this  question,  affecting  as  it  does  the  equity  between  debtor  and  creditor,  as  mainly 
ethical ;  but  there  is  as  little  equity  in  paying  the  working  man  for  less  labor  than  he 
expended,  as  in  exacting  of  the  debtor  more  commodity  than  he  gave.  Negative  utility 
is  ethically  no  less  important  than  positive. 

If  it  has  been  thought  worth  while  to  meet  the  attacks  made  upon  the  labor-value 
theory  by  those  committed  to  its  rival,  this  has  not  been  from  any  notion  that  labor  of 
any  kind,  or  even  of  a  great  many  kinds  cleverly  averaged,  gives  us  the  infallibly  true 
standard  of  values.  In  truth,  either  of  the  two  proposed  scientific  measures  of  value, 
if  applied  with  logical  thoroughness — if  subjected,  in  other  words,  to  conditions  that 
really  test  it, — leads  to  a  glaring  absurdity.  It  is  needless  here  to  reiterate  the  familiar 
distinction  between  value  in  use  and  value  in  exchange,  or  the  demonstration  that  one 
of  these  is  not  at  all  proportional  to  the  other.  The  commodity  theory  substitutes  use- 
value  for  exchange-value,  where  the  latter  is  manifestly  the  thing  sought.  It  pays 
close  attention  to  demand  in  its  estimates,  and  none  at  all  to  supply.  The  obligation 
that  might  equitably  have  been  discharged  with  thirty-six  pounds  of  sugar  at  14  cents 
is  not  equitably  discharged  with  the  same  quantity  at  4  cents,  unless  sugar  is 
specifically  named  in  it  ;  nor  can  we  pay  it  with  a  pound  of  aluminum  at  60  cents, 
though  the  same  pound  might  very  properly  have  paid  it  when  the  price  was 
$5.  If  this  is  true  of  sugar  or  aluminum,  why  should  it  be  untrue  of  the  average  of 
twenty  articles,  all  subject  in  greater  or  less  measure  to  the  same  conditions  of  cheap- 
ening production  ?  An  effective  reductio  ad  absurdum  of  the  other  theory  has  already 
been  indicated  in  one  of  the  quotations  from  the  paper  of  Professor  Ross,  where  he  in- 
sists on  the  important  difference  in  the  value  of  the  same  amount  of  labor  "between 
nations  at  different  economic  stages."  The  principle  which  is  neglected  in  the  proposed 
measure,  is  that  the  value  of  labor  depends  on  the  way  in  which  it  is  applied,  to  a  per- 
haps greater  degree  than  on  the  amount  of  it.  So  far  from  being  economically  the 
same  thing  as  labor  directed  by  high  intelligence,  labor  directed  by  crude  intelligence  is 
something  so  different  that  it  seems  almost  absurd  to  call  it  by  the  same  name.  If  labor 
in  general  is  now  better  paid  than  it  was  thirty  years  ago,  this  is  largely— perhaps  alto- 
gether— because  in  so  many  trades,  enough  to  beneficially  affect  the  whole,  men  have 
learned  to  give  it  that  better  direction  on  which  its  higher  value  depends. 

Unsatisfactory  as  are  all  the  solutions  hitherto  proposed,  there  seems  to  be  no  other 
direction  in  which  we  can  look.  The  uses  to  which  the  customary  measure  of  value  is 
most  largely  applied  are  in  the  purchase  of  commodities,  and  in  the  requital  of  services. 
It  is  in  those  relations  that  we  most  want  it  constant ;  and  how,  then,  can  we  more 
suitably  judge  its  constancy  than  by  seeing  that  it  shall  bring  the  same  amount  of  com- 
modity or  the  same  amount  of  service  ?'  Making  exception  of  cases  admitted  to  be  ex- 
treme, and  acknowledging  the  approximate  and  relative  character  of  any  results  we  may 
reach,  that  is  about  the  best  that  can  be  done.  Averages  may  be  used  to  reconcile 
minor  irregularities,  where  the  quantities  averaged  are  not  too  discordant ;  and  wages 
may  fairly  be  admitted  on  equal  terms  with  prices,  in  making  our  estimate.  There 
seems  to  be  no  valid  ground  for  giving  wages  the  greater  weight,  and  it  has  already 
been  shown  that  they  should  be  allowed  no  less.  In  one  form  the  money  comes  in  and 
in  the  other  it  goes  out ;  its  goings  and  comings  are  equal  In  importance  as  in  amount. 
But  it  is  not  worth  while  to  combine  wages  and  prices  into  a  composite,  by 
which  all  values  are  to  be  measured,  for  the  absolute  unit  is  a  chimera.  We 
can  get  along  without  one,  however,  after  a  fashion,  by  applying  the  simple 
principle  that  when  two  articles  change  in  relative  value,  the  change  is  to  be 
charged  to  the  one  whose  demand  or  facility  of  production  has  varied.  Accord- 
ingly, we  can  at  least  be  certain  th«t  aluminum,  or  petroleum,  or  steel  rails  will 
not  do  as  a  general  measure  of  values,  even  without  determining  precisely  what  will  do. 
In  this  waj7,  under  all  reservations,  we  may  set  about  the  consideration  of  the  question 
whether  gold  or  silver  has  proved  better  adapted  for  the  functions  of  a  standard  since 
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the  beginning  of  the  recent  changes  in  their  relative  value.  We  may  be  unable  to  de- 
vise, or  even  certainly  to  define,  a  stable  monetary  standard  in  any  absolute  sense,  but 
we  can  determine  whether  the  one  or  the  other  metal  shows  a  nearer  approach  to  our 
indefinite  ideal,  and  even  show  more  or  less  satisfactorily  why. 

STABILITY  AS  SHOWN  BY  STATISTICS. 

The  three  diagrams  which  present  this  comparison  to  the  eye  are  based  on  data  from, 
the  Statistical  Abstract  of  the  Treasury  Department,  for  the  one  at  the  top,  and  from 
the  Report  on  Wholesale  Prices,  Wages  and  Transportation  prepared  for  the  Senate 
Finance  Committee  in  1892,  by  Hon.  C.  D.  Wright  and  other  officers  of  government, 
and  collated  by  Prof.  Roland  P.  Falkner,  for  the  two  below  it.  The  two  upper  diagrams 
both  relate  to  prices  in  the  United  States,  the  lowest  one  to  England.     In  all  of  them 
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the  par  value  is  made  a  mean  proportional  between  silver  and  gold,  so  that  the  two 
metals  vary  reciprocally  with  reference  to  it  ;  they  are  denoted  by  crescents  and  circles 
respectively.  The  full  line  denotes,  in  the  middle  diagram,  Professor  Falkner's  means 
of  all  the  two  hundred  and  twenty-three  articles  of  the  Senate  report,  weighted  accord- 
ing to  consumption,  while  the  dotted  line  is  the  indiscriminate  mean  of  the  fifty-three 
articles  included  as  "  food"  in  the  same  list.  Corresponding  to  these,  the  upper  full 
line  is  a  mean,  here  unweighted,  of  nineteen  articles  in  general  use— sixteen  of  tne 
prices  are  export  rates,  and  three  others  (Ohio  wool,  soft  coal  and  pig  iron)  as  reported 
by  dealers  in  the  Treasury  Abstract.  The  dotted  line  is  a  mean  of  eleven  export  prices 
of  foods.  The  full  line  in  the  lowest  diagram  is  the  general  mean  from  Sauerbeck's  list 
of  articles  :  this  is  preferred  because  fuller  and  in  slightly  better  correspondence  with 
the  United  States  figures  than  the  Economist  list,  which  is  also  added  in  the  broken-and- 
dotted  line,  for  the  most  part  closely  agreeing  with  it.  The  lowest  line  of  dots  only  is 
a  mean  of  the  three  columns  headed  "  Vegetable  foods,"  "Animal  foods"  and  "  Tea, 
Coffee  and  Sugar"  (the  last  having  half  weight)  in  the  summary  of  Sauerbeck's 
relative  prices.  Broken  lines  in  the  middle  diagram  show  the  movement 
of  average  wages,  Professor  Falkner  having  weighted  the  means  for  seven- 
teen out  of  twenty-one  different  industries,  proportionately  to  the  number 
engaged  in  them  according  to  the  Census.  All  prices  in  the  Senate  report  are  com- 
pared with  those  for  1860,  and  there  seems  to  be  no  good  reason  for  changing  this. 
As  the  Treasury  Abstract  prices  go  no  farther  back  than  1866,  however,  a  different 
date  had  to  be  chosen1  with  them,  and  that  fixed  upon  was  the  mean  of  the  three 
1872-4  In  the  Senate  report,  prices  are  given  in  gold  as  well  as  currency.  The 
Treasury  prices  for  1866  to  '78  are  here  reduced  to  gold  by  dividing  by  the  mean  gold 
premium  for  each  fiscal  year.  The  ratios  having  been  thus  put  on  a  gold  basis,  they 
were  reduced  to  the  chosen  mean-proportional  basis  by  first  comparing  the  ratio  of  gold 
to  silver  for  each  fiscal  year  (upper  diagram),  each  January  (middle  diagram),  and  each 
calendar  year  (lower  diagram),  with  the  values,  15.78  (for  mean  of  three 
years,  July,  1871,  to  June,  1874),  15.19  (for  January,  1860),  and  15.29  (for 
whole  year  1860),  respectively  ;  and  then  multiplying  each  gold  price  by  the  square 
root  of  the  corresponding  ratio  of  ratios  so  derived  It  may,  perhaps,  be  worth  while 
to  add  that  the  reason  why  neither  gold  nor  silver  was  chosen  as  a  standard  of  value, 
but  a  geometric  mean  of  the  two,  so  that  the  rise  of  value  in  one  of  them  is  exactly- 
offset  by  a  proportional  fall  in  the  other,  is  not  because  of  any  notion  that  such  a  mean- 
has  any  practical  significance  whatever,  or  ever  could  have,  or  that  it  is  desirable  for 
the  purposes  of  any  other  statistical  inquiry  than  this ;  but  simply  because,  in  deciding 
between  two  alternatives,  those  alternatives  ought  to  be  treated  as  impartially  as  pos- 
sible, without  discrimination  of  Trojan  and  Tyrian.  Whether  the  gold  or  the  silver 
standard  is  more  nearly  followed,  is  in  these  diagrams  not  a  question  between  curve- 
and  straight  line,  but  between  two  curves  of  opposite  course. 

The  use  of  the  upper  and  lower  diagrams  is  mainly  to  confirm  the  middle  one. 
which  is  best  adapted  for  the  proposed  test,  because  founded  on  more  widely  derived 
and  better  digested  data.  It  will  at  once  be  seen  that  the  two  upper  curves  of  price- 
have  nearly  the  same  relation  to  each  other  and  the  same  general  direction  as  the  cor- 
responding middle  curves,  though  taken  from  an  independent  source,  made  up  of  far 
from  identical  (though  similar)  elements,  and  very  differently  treated.  Both  showT  a 
lower  height,  indicating  a  lower  relative  price,  for  the  foods  "than  for  the  other  items 
in  1866,  while  after  1875  the  foods  through  all  vicissitudes  are  decidedly  and  continu- 
ally higher.  Notwithstanding  this  divergence,  the  direction  of  both,  after  1866,  is 
more  nearly  that  of  the  silver  price  than  of  the  gold  ;  following  the  former  even  in 
its  details  until  1880,  and  after  that  becoming  somewhat  more  nearly  parallel  to  the 
latter.  But  it  makes  a  significant  difference  whether  1872-4  or  1860  is  taken  as  our  date  of 
reference.  By  choosing  the  former,  as  in  the  upper  diagram,  prices  are  made  to  fol- 
low silver  very  closely  indeed  ;  whereas  the  1860  date  brings  the  prices  of  the  last 
fifteen  years  to  substantial  uniformity  compared  with  gold.  The  price-curves  for 
England,  at  the  bottom,  agree  in  showing  a  general  diminution  after  1873,  and  no- 
such  diminution,  but  on  the  whole  an  increase,  before  that  date.  Allowing  for  the 
violent  changes  of  our  civil  war,  in  market  prices  as  in  many  other  things,  almost  the 
same  words  might  be  used  to  characterize  the  United  States  curve  in  the  middle  dia- 
gram ;  only  putting  the  change  of  direction  at  about  1870  or  1871,  or  perhaps  even  as 
far  back  as  1866,  instead  of  1873.  The  relation  in  price  between  food-stuffs  and  com- 
modities in  general,  is  substantially  the  same  in  the  Sauerbeck  list  as  in  the  Treasury 
Abstract  list  and  the  fuller  list  of  the  Senate  report ;  the  foods  generally  lower  for  the 
former  half,  and  uniformly  higher  for  the  latter  half  of  the  period  considered.  The 
divergence  of  the  two  from  1862  to  1866  is  abnormally  large,  and  is  fully  explained. 

l  A  discussion  of  these  prices  by  Mr.  E.  B.  Howell,  in  the  Review  of  Reviews  for  October,  1893,. 
adopts  1873  as  the  standard. 
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by  the  effect  of  the  single  item,  cotton,  whose  price  was  more  than  four  times  greater 
in  1864  than  in  1860.  The  Economist  list  is  generally  in  satisfactory  agreement  with 
Sauerbeck's,  but  its  abnormal  elevation  from  January,  1862,  to  January,  1867,  is  even 
more  excessive,  cotton  being  allowed  a  much  greater  proportional  weight.  The  di- 
vergence after  1886  is  more  troublesome  to  explain,  but  it  does  not  seriously  affect  the 
question  before  us.  The  effort  to  get  hold  of  some  indication  as  to  the  movement  of 
wages  in  England,  within  the  time  here  covered,  has  met  with  no  success  ;  the  only 
statistics  to  be  had  are  scattered,  fragmentary,  desultory,  showing  no  approach  to  a 
continuous  series  for  any  occupation.  Hon.  Carroll  D.  Wright,  in  calling  attention  to 
a  recent  collection  of  statistical  notes  on  the  subject  by  Mr.  Giffen,  said  that  it  would 
take  some  months'  labor  of  a  considerable  clerical  force  to  obtain  from  them  any  re- 
sults that  could  be  used  as  indications  of  progress. 

The  wage  statistics  here  depended  on  to  show  that  the  movement  in  this  country  is 
not  exceptional,  are  some  scanty  and  limited  returns  of  coal  and  iron-ore  production  in 
France,  and  from  the  cotton  spinning,  and  weaving  industries  in  the  German  Rhine 
Provinces.  The  average  annual  wages  per  laborer,  as  tabulated  in  the  first  report  of 
our  commissioner  of  labor  (on  Industrial  Depressions),  appear  to  have  been  found  by 
dividing  the  total  wage-payment  by  the  mean  number  of  laborers  ;  and  in  combining 
them,  care  was  taken  to  allow  weights  proportional  to  the  number  employed  ;  dividend 
and  divisor  were  added  separately,  for  a  new  quotient.  No  combination  of  French 
and  German  figures,  in  mining  and  cotton-working,  was  attempted.  The  results  were 
compared  with  1860  for  gold -price  ratios,  then  reduced  to  a  mean  proportional  between 
gold  and  silver,  as  already  explained.  They  are  thus  exhibited  on  the  middle  diagram, 
being  distinguished  from  United  States  ratios  by  the  letters  F  and  G.  It  will  be  seen 
that  the  course  of  European  wages,  so  far  as  we  can  infer  it  from  these  very  scanty  data, 
corresponds  fairly  well  with  that  in  this  country,  shown  by  the  heavy  broken  line.  The 
general  upward  course  meets  a  few  interruptions  in  each  line  ;  these,  in  the  French 
and  German  cases,  may  very  possibly  be  incidental  to  the  special  industries  examined. 
The  first  exception  to  the  general  rule  of  increasing  compensation  in  this  country  occurs 
during  the  Civil  war.  Wages  nominally  increased  in  those  days,  every  year  ;  but  the 
currency  in  which  they  were  reckoned  lost  in  value  much  faster  than  they  increased,  so 
that  real  compensation  fell  off  as  shown.  Wages,  as  is  well  known,  change  more  slowly 
than  prices  ;  so  that,  as  already  indicated,  a  depreciation  in  the  unit  of  values  makes 
those  who  depend  on  them  the  worst  sufferers.  The  price-lines,  it  will  be  seen,  do  not 
show  the  effect  of  depreciated  currency  during  the  period  nearly  so  much  as  the  wage- 
lines.  The  second  exception  marks  the  great  industrial  depression  of  1873-78  ;  the  third 
the  minor  depression  of  1884  ;  and  the  fourth,  the  one  which  began  in  1890.  and  still 
continues.  In  the  chart,  there  appears  to  be  a  sudden  depression  for  1891  ;  followed  by 
a  rapid  increase,  but  that  appearance  is  due  to  coincident  changes  in  the  price  of  silver. 
Following  the  gold  standard,  and  taking  account  of  relative  importance,  wages  rose 
suddenly  in  1889,  but  became  substantially  stationary  in  1890  and  1891,  and  showed  a 
very  slight  falling  off  in  1892.  The  figures  for  1894,  if  they  could  be  had,  would  doubt- 
less show  a  grievous  downfall. 

Interpretation. 

Now,  in  answer  to  the  question,  which  of  the  two  metals  furnishes  the  better  mone- 
tary standard,  the  diagrams  have  a  great  deal  of  important  information  to  give  us. 
First,  as  to  the  general  run  of  prices  of  commodities  since  1873,  when  the  change  in  the 
gold-to-silver  ratio  first  became  considerable.  The  upper  diagram  shows  that  prices 
have  followed  silver  and  not  gold.  The  middle  diagram  likewise,  for  it  is  by  direction 
that  we  must  judge,  not  position.  The  lowest  diagram  shows  the  same  thing  for  Eng- 
land, with  even  greater  emphasis,  general  prices  having  there  fallen  relatively  even  to 
silver  ;  though  this  is  less  marked  with  the  Economist  than  with  the  Sauerbeck  figures. 
There  is  a  difference  between  foods  and  products  in  general,  the  former  having  had 
less  share  iD  the  general  downward  tendency.  This  is  a  consequence  of  the  fact  that 
recent  mechanical  improvements,  bringing  greater  economies  of  production  and  trans- 
portation, have  affected  foods  less  than  other  commodities.  If  the  use  of  a  measure  of 
values  is  to  preserve  uniformity  in  general  prices,  under  such  conditions  as  have 
obtained  since  1873,  then  unquestionably  silver  is  a  better  measure  than  gold.  Next, 
carrying  the  limit  back  to  1860,  we  find  a  noteworthy  difference  in  the  answer.  Asa 
representative  of  prices  about  1860,  as  the  middle  diagram  shows  us,  gold  has  for  the 
last  fifteen  years  answered  very  well  indeed  in  the  United  States.  It  has  the  same  pur- 
chasing power  that  it  had  then,  for  more  nearly  than  silver  has.  But,  strangely  enough, 
the  same  rule  does  not  hold  for  England.  There,  prices  still  follow  silver,  and  keep 
strikingly  close  to  it  if  we  consider  how  careful  that  country  has  so  long  been  to  accept 
only  gold  as  its  measure  of  values.  What  is  the  reason  of  this  difference  ?  A  closer 
inspection  of  the  price  curves  appears  to  confine  it  within  a  few  years.  There  is  no 
very  important  and  lasting  divergence  between  our  curve  and  the  British,  down  to  1862, 
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nor  after  1866  ;  for  such  fluctuations  as  appear  in  either  disappear  again  after  a  few- 
years.  But  between  those  two  dates  there  is  shown  a  heavy  increase  in  prices  in  this 
country,  British  prices  for  1866  remaining  almost  exactly  what  they  were  for  1862  ; 
which  increase  has  not  yet  been  offset  by  a  relative  decrease.  If  tbe  U.  S.  prices  for 
1866  had  been  held  down  to  equality  with  1862,  and  had  followed  afterward  the  same 
course  they  actually  followed,  they  would  have  been  very  like  the  British,  and  have  kept 
closely  to  the  silver  line.  The  explanation  of  this  increased  scale  of  prices  in  those 
special  years  is  found  in  our  revenue  legislation,  which  then  underwent  its  most  significant 
modifications.  If  we  regard  the  movements  of  prices  in  England,  where  there  have 
been  no  overhaulings  of  the  tariff,  as  the  normal  movement,  our  conclusion  that  silver 
has  been  better  adapted  than  gold  to  exhibit  uniformity  in  prices  of  commodities,  re- 
mains undisturbed  by  the  further  extension  of  the  period  considered. 

But  a  constancy  over  long  periods  of  time,  it  has  been  already  shown,  is  less  im- 
portant in  a  monetary  standard  than  a  steadiness  in  opposition  to  shorter  and  sharper 
fluctuations.  There  are  several  cases,  within  the  time  here  covered,  of  sudden  changes 
in  the  relative  price  of  gold  and  silver  ;  these  are  represented  on  the  chart  by  steeper 
slopes  of  the  gold  and  silver  curves,  which  mutually  approach  or  recede.  Consider 
first  the  years  18"? 5-80,  where  gold  shows  two  rises  and  two  falls  in  value,  and  silver  of 
course  the  reciprocal  changes.  Prices,  as  shown  in  the  middle  diagram,  follow  silver 
with  a  fidelity,  which  in  the  case  of  foods  is  quite  remarkable.  The  upper  diagram 
shows  the  same  thing,  only  the  changes  in  the  commodities  have  a  greater  range. 
English  prices  are  less  decisive  for  this  period,  since  they  seem  to  follow  gold  about 
1876  and  silver  about  1879.  Consider  next  the  years  after  1888,  where  the  changes  are 
of  still  greater  range  and  abruptness.  Here  the  price  curves  follow  gold  in  all  three 
diagrams,  thus  appearing  to  show  that  these  important  changes  affected  only  silver  and 
not  commodities  in  general  ;  or,  in  other  words,  that  it  was  not  gold  that  altered  in 
value.  It  may  be  claimed  that  this  following  of  gold  is  merely  an  evidence  of  the  con- 
servatism of  prices,  taken  in  connection  with  the  fact  that  our  business  is  done  on  a 
gold  basis  ;  so  that,  if  we  had  regulated  our  prices  by  silver,  they  would  have  been  com- 
paratively uniform  in  that  metal,  while  gold  would  have  appeared  to  be  the  wanderer. 
Professor  Laughlin  insists  that  this  very  question  has  been  recently  tested  in  Santo 
Domingo,  where  the  currency  was  silver,  the  unit  a  Mexican  silver  dollar,  and  yet 
prices  fluctuated  with  regard  to  it,  whenever  its  value  fluctuated  with  regard  to  gold. 
But  this  may  be  taken  as  proof,  not  that  gold  was  inherently  the  steadier  metal,  but 
that  markets  in  Santo  Domingo,  a  region  of  only  400,000  population,  are  too  strongly 
influenced  by  prices  in  this  country  to  show  what  they  would  be  independently.  India, 
a  country  great  enough  to  have  a  market  of  its  own,  does  not  show  the  effects  noted  by 
Professor  Laughlin.  It  may  reasonably  be  admitted,  therefore,  that  the  claim  has  some- 
thing in  it,  and  that  the  conservatism  of  prices,  already  mentioned,  after  all  forms  a  far 
more  important  factor  in  resisting  these  most  dangerous  changes  than  the  choice  of 
the  better  adapted  metal. 

Another  very  significant  point  should  be  borne  in  mind,  in  the  same  connection. 
The  fluctuations  of  prices  which  run  their  course  in  short  periods  of  time,  the  very 
fluctuations  against  which  it  most  concerns  us  to  guard  if  possible,  were  even  greater 
before  the  two  metals  so  widely  parted  company  in  1873— not  only  in  this  disturbed 
country,  but  in  the  comparative  quiet  of  Great  Britain — than  they  have  since  been  by 
either  metal.  The  food-curves  then  showed  very  little  more  irregularity  than  those  of 
general  prices,  and  the  great  upward  movement  which  followed  the  California  and 
Australia  gold  discoveries,  the  reaction  attending  the  commercial  depression  of  1857, 
the  rise  in  cotton  due  to  our  civil  war,  and  the  effects  of  our  increased  tariffs,  all  oc- 
curred while  the  gold  and  silver  ratio  continued  nearly  uniform.  Were  it  not  for  the 
existence  and  importance  of  this  fact,  it  woulcT  hardly  have  been  worth  while  to  con- 
tinue these  diagrams  back  of  1873.  But  the  proof  that  we  here  have,  that  the  greatest 
oscillations  in  price  come  from  causes  with  which  divergence  in  metallic  standards  has 
nothing  to  do,  ought  not  to  be  overlooked  when  we  are  estimating  the  importance  of 
inquiries  into  metallic  standards. 

To  the  principal  irregularities  of  the  heavy  broken  line,  showing  the  mean  wages 
of  labor,  regard  being  had  to  the  number  engaged  in  the  different  occupations,  atten- 
tion has  already  been  called.  Passing  over  these,  which  are  chiefly  downward  turns, 
symptomatic  of  our  greater  and  lesser  industrial  depressions,  and  comparing  the  curve 
with  those  for  the  two  metals  since  1873,  we  see  not  a  single  instance  in  which  it  shows 
a  change  in  direction  agreeing  with  that  of  the  silver  curve  for  the  same  date  ;  while 
its  correspondence  with  the  gold  curve,  even  in  its  minute  changes,  is  as  striking  as  is 
its  general  agreement  in  direction,  whether  we  start  from  1873  or  from  a  remoter  date. 
We  find  the  upward  turn  in  1877  and  the  curious  alternation  of  higher  odd  years  ard 
lower  even  years  between  1878  and  1885,  in  the  gold  cu-rve  faithfully  mirrored  in  the 
wage-curve  ;  as  are  the  downward  turns  of  1886,  1889,  X8Q0  and  the  upward  turns  of 
1887  and  1891.    If  this  correspondence  be  ascribed  to  the  conservatism  already  spoken 
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of,  which  would  naturally  show  itself  even  more  in  wages  than  in  prices— if  it  he  said 
that  a  negative  proof  is  valueless,  and  that  quotations  habitually  given  on  a  gold  basis 
might  not  unnaturally  show  little  variation  by  comparison  with  gold — it  is  clear  that 
no  such  criticism  will  apply  to  changes  in  the  direction  of  the  gold  changes  but  ex- 
ceeding them  in  amount,  to  appreciation  of  wages  relatively  to  gold  while  gold  is  itself 
appreciating.  And  yet  nothing  can  be  clearer  to  the  eye  than  that  that  very  thing  is 
what  wages  have  done  since  the  return  of  peace  to  our  land.  And  just  that  have  wages 
done  in  Europe  at  the  same  time — starting  at  a  lower  point,  bringing  up  at  a  lower 
point,  but  following  the  same  general  rate  of  increase.  Manifestly  the  just  measure  of 
wages,  in  the  period  here  covered,  has  not  been  silver.  If  it  be  desirable  on  any  ac- 
count to  preserve  a  constancy  in  the  compensation  of  labor,  to  provide  that  the  sum 
which  represents  so  many  days'  work  at  one  date,  shall  not  represent  fewer  days'  work 
at  a  later  date,  on  that  account  is  silver  inferior  as  a  standard.  Its  claims  can  be  up- 
held only  by  proving  the  total  unfitness  of  human  labor  as  a  measure  of  value,  and 
that  has  not  been  done. 

The  Gold  Standard  Inevitable. 

If  the  labor-standard  is  faulty,  as  here  applied  in  testing  the  gold  and  silver  stand- 
ards, it  is  faulty  by  its  too  great  tendency  to  indicate  depreciation.  This  results  from 
the  fact  that  the  labor  performed  in  a  given  trade  to-day.  whatever  pains  we  take  to 
pick  out  trades  of  the  same  name  and  as  nearly  as  possible  identical,  is  not  precisely 
the  same  thing  as  the  labor  performed  in  it  twenty  years  ago.  It  is  different  because  its 
application  is  different.  In  many  lines,  furnished  with  more  effective  tools,  guided  by 
better  educated  minds,  its  product  is  greater  and  there  is  more  to  pay  it  with  for  that 
reason  ;  and  the  rise  of  wages  in  these  lines  brings  about  a  general  advance,  though 
the  intrinsic  quality  of  tha  labor  may  be  unchanged.  On  this  account  the  true  meas- 
ure, supposing  that  measure  determined  by  a  regard  for  intrinsic  quality  and  not  ex- 
trinsic application  of  labor,  would  be  one  by  which  wages  as  here  treated  should  some- 
what increase.  If  the  commodity -standard  is  faulty,  on  the  other  hand,  it  is  faulty  by 
its  too  great  tendency  to  indicate  appreciation.  The  value  of  a  commodity  which  can 
be  supplied  by  the  hundred-weight  becomes  a  very  different  thing  when  the  same  plant, 
force,  enterprise  and  capital  can  supply  that  commodity  by  the  ton.  Though  its  use- 
value  remains  unaltered,  the  depreciation  of  its  exchange-value  is  a  real  phenomenon, 
-and  must  not  be  neglected  in  testing  a  proposed  standard.  And  since  there  is  no  valua- 
ble that  has  not  a  wide  range  of  other  valuables  for  which  it  is  capable  of  serving  in 
one  way  or  another  as  a  substitute,  the  cheapening  of  one  of  them,  by  newly  devised 
economies  in  production  or  distribution,  brings  about  the  cheapening  of  a  whole  group. 
On  this  account  the  true  measure,  supposing  that  measure  determined  by  articles  for 
which  not  only  the  demand  but  the  facilities  for  supply  remain  steady,  would  be  one 
by  which  prices  as  here  recorded  should  somewhat  decrease.  In  fine,  the  best  standard 
of  value  would  be  one  whose  changes  were  intermediate  between  those  of  wages  and 
those  of  prices.  Silver  has  represented  prices  well,  though  in  its  very  latest  plunges  it 
is  beginning  to  outstrip  the  general  run  of  articles  in  the  downward  course,  while  it 
diverges  widely  and  hopelessly  from  wages.  Gold,  by  the  same  evidence,  is  rising  a 
little  with  respect  to  prices,  as  there  is  good  reason  to  believe  the  accepted  standard 
ought,  and  at  the  same  time  falling  with  respect  to  wages,  as  there  is  equally  good  rea- 
son to  believe  it  ought.  This  appears  to  be  a  thorough  and  impartial  statement  of  the 
facts  of  the  case,  so  far  as  these  data  suffice  to  furnish  them.1  The  champions  of  sil- 
ver are  entitled  to  fair  treatment,  of  which  even  their  predilection  for  the  cumbrous 
name  of  bi-metallist,  and  their  infliction  of  an  even  more  cumbrous  name  on  those  un- 
able to  see  as  they,  should  not  deprive  them. 

There  is  a  satisfaction  in  the  conclusion  that,  however  we  may  account  for  it,  the 
measure  of  values  generally  accepted  among  enlightened  nations  so  happily  combines 
the  qualities  that  the  true  measure  ought  to  possess,  and  this  is  ample  compensation  for 
the  trouble  taken  in  collecting  and  setting  forth  the  evidence  on  which  that  conclusion 
is  based.  Nevertheless,  it  should  be  distinctly  borne  in  mind  throughout  this  inquiry 
that  the  question  just  considered — whether  gold  does  or  does  not  meet  the  conditions  of 
stability — is  one  that,  however  interesting  it  may  be  from  the  point  of  view  of  the 

l  This  conclusion,  notwithstanding  the  extended  use  made  of  the  Senate  Report  in  reaching  it,  is 
Hot  shaken  by  the  severe  criticisms  to  which  that  Report  has  laid  itself  open.  The  most  important  of 
these  criticisms  are,  (1)  that  retail  and  not  wholesale  prices  are  the  true  index  of  increased  or  reduced 
cost  of  living,  and  that  the  former  have  fallen  relatively  less  or  risen  relatively  higher  since  1860  than 
the  latter  ;  (2)  that  it  enormously  overstates  the  rise  in  wages  by  its  total  omission  of  such  important 
occupations  as  farm  laborers,  and  by  its  fallacious  methods  of  averaging  figures  in  the  occupations  it 
includes.  The  first  criticism  couuts  in  favor  of  the  gold  and  against  the  silver  reckoning.  The  second 
has  the  opposite  tendency  ;  but  agricultural  labor  and  the  humbler  kinds  of  work  not  sufficiently 
weighted  in  Prof.  Falkner's  treatment,  although  their  wages  have  not  risen  to  so  high  an  excess  over 
I860  as  he  would  have  us  believe,  are  yet  better  and  not  worse  paid,  by  the  gold  standard,  than  at  that 
data 
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student  or  the  philanthropist,  has  no  necessary  bearing  on  the  practical  question — 
whether  gold  is  or  is  not  destined  to  become,  or  rather  to  remain,  the  universally  re- 
cognized standard  among  peoples  whose  recognition  is  a  matter  of  any  significance.  If 
a  careful  examination  of  the  question  of  stability  had  showed  gold  to  be  as  inferior  to 
silver  as  due  attention  to  the  course  of  wages  has  proved  it  superior — as  inferior,  let  it  be 
admitted,  as  a  consideration  of  prices  only,  since  1866,  would  show  it — the  conclusion 
would  remain  yet  unshaken,  that  the  future  belongs  to  gold.  Better  to  understand  how 
this  may  be>  let  us  consider  an  illustration  from  another  branch  of  economics.  About  a 
century  ago,  the  power-loom  and  spinning- jenny  came  into  use,  also  the  improved  steam 
engine.  The  united  effect  of  these  was,  as  has  been  often  explained,  to  make  certain 
production,  particularly  that  of  cloth,  more  profitable  when  done  in  large  quantities, 
and  thus  to  establish  the  factory  system,  breaking  up,  for  purpose  of  general  use,  the 
older  method  of  home  production — production  in  small  quantities,  at  places  wide  apart. 
Watt  and  Hargreaves  were  followed  by  inventors  only  less  well  known,  all  working  to 
the  same  end  :  to  build  up,  aggrandize  and  consolidate  the  factory,  to  enlarge  and  con- 
dense the  town.  The  results  of  the  change,  in  amount  of  cloth  produced  per  human 
producing  unit,  have  been  mighty,  but  its  effects  on  the  minds,  manners  and  morals  of 
the  workers  are  open  to  grave  question.  Are  men  better  for  being  packed  in  such  close 
masses,  so  reduced  to  appendages  of  the  machines  they  run  ?  How  do  the  smoke,  filth 
and  bad  air  of  huge  factories  and  the  towns  where  they  necessarily  aggregate,  compare 
in  healthfulness  with  sky  and  field  and  home  ?  These  questions  have  often  been  asked, 
and  made  a  serious  impeachment  of  the  factory  system.  But  another  question  has 
always  arisen,  which  has  remorselessly  swept  all  these  aside  :  even  if  the  abolition  of 
factories  should  be  proved  desirable  on  all  these  counts,  is  it  practically  possible  ?  In 
face  of  that  inevitable,  inexorable  question  every  humanitarian  or  philosopher  is  driven 
from  the  discussion — unless  it  be  Mr.  Ruskin.  In  simple  truth,  the  social  force  which 
has  been  set  at  work  in  building  and  driving  these  factories  has  grown  too  strong  to  be 
controlled  by  any  social  force  which  discussion  can  set  at  work  to  fight  them.  Some- 
thing of  the  same  sort  exists  in  the  case  now  under  consideration.  Gold  has  supplanted 
silver  as  a  standard  throughout  the  countries  which  make  any  large  use  of  money,  be- 
cause economy  has  compelled  it  ;  and  that  compulsive  force  has  by  this  time  grown  too 
strong  to  be  counteracted  or  controlled  by  any  question  we  may  raise  of  its  superiority 
or  inferiority  to  silver  in  carrying  out  the  demands  of  ideal  justice.  It  is  not  contended 
that  things  ought  to  be  thus,  so  much  as  that  they  are  thus. 

A  DOUBLE  STANDARD  A  SYSTEM  OF  "PUTS." 

No  treatment  of  monetary  standards  can  have  any  claim  to  completeness  if  it  ne-  . 
gleet  to  make  respectful  mention  of  the  system  of  "  puts,"  and  to  inquire  how  far  the- 
introduction  of  puts  is  an  aid  to  the  just  performance  of  contracts,  or  an  improvement 
to  the  general  financial  scheme.  The  put,  it  is  almost  superfluous  to  explain,  is  a  bar- 
gain which  binds  one  side  and  leaves  the  other  free.  Doe  gives  a  put  by  agreeing  to  pay 
at  such  a  time  such  a  sum  for  such  a  quantity  of  some  article — generally  a  speculative 
stock — provided  Roe  chooses  to  sell.  Roe,  who  holds  the  put,  is  himself  under  no 
obligation.  This  practically  amounts  to  a  bet  on  the  price  of  the  stock,  in  which  if 
Doe  loses  he  forfeits  the  difference  between  the  named  price  and  the  market  price,  be 
that  much  or  little  ;  while  Roe's  forfeit  is  in  any  case  the  consideration  of  his  option, 
which  is  usually  cash  paid  to  Doe.  The  point  of  chief  importance  for  present  purposes 
is  that  the  option  is  not  obtained  by  Roe  for  nothing.  Whatever  is  worth  having  must 
as  a  general  rule  be  paid  for,  and  no  one  expects  to  have  a  put  given  him  gratis. 

As  applied  to  the  monetary  standard,  the  put  system  allows  a  pecuniary  contract  to 
be  discharged  by  an  option  between  two  metallic  expressions  of  value  at  a  predetermined 
ratio  ;  that  is,  it  involves  a  species  of  bet  on  the  relative  market  price  of  the  two  metals. 
If  the  advocates  of  puts  in  monetary  contracts  were  content  to  have  them  permitted  for 
those  desiring  to  enter  into  agreements  of  that  kind,  there  might  be  none  to  take  the 
field  against  them  ;  but  when  it  is  seen  that  their  object  is  something  more  comprehen- 
sive, to  connect  this  form  of  speculation  universally  with  every  contract  involving  a 
future  payment  of  money,  whatever  may  be  the  intention  or  disposition  of  the  contract- 
ing parties — then  it  is  not  unreasonable  to  enter  a  protest.  This  protest  need  not  leave 
out  of  view  the  fact  that  all  contracts  for  future  payments  involve  a  speculative  element 
inseparable  from  such  uncertainty  as  may  attach  to  the  constancy  of  the  standard  of 
payment,  nor  the  fact  that  the  option  which  it  is  proposed  to  allow,  to  one  of  the  parties 
only,  is  expected  to  make  the  contract  more  equitable  and  even  between  them  ;  it  need 
only  speak  of  this  law-imposed  put  as  a  needless  complication  of  something  that  ought 
to  be  as  plain  and  easy  as  possible,  and  as  a  piece  of  unvarnished  paternalism.  It  might 
also  point  out  that  such  an  imposition  is  no  favor  whatever,  in  the  long  run,  even  to  the 
class  it  is  especially  devised  for  the  purpose  of  favoring  ;  for,  just  as  other  puts  are  sold 
and  not  given,  so  these,  if  there  is  anything  in  them  of  value  to  the  possessor,  can  only  be 
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had  by  his  paying  the  cost.  The  payment  will  probably  take  the  shape  of  higher  inter- 
est charge — that  being  the  general  accompaniment  of  all  forms  of  uncertainty  that  a. 
loan  will  be  fully  repaid — or  else  it  will  be  what  comes  to  practically  the  same  thing,  a 
shortening  of  the  supply  and  greater  difficulty  in  the  obtaining  Of  loanable  capital.  One 
of  the  alternative  standards  of  value,  indeed,  is  quite  as  likely  to  grow  cheaper  by  un- 
foreseen as  by  expected  causes,  and  the  prudent  lender  will  always  guard  himself  against 
every  risk,  in  the  terms  on  which  he  grants  his  loan  ;  so  that  the  borrower,  who  is  put 
at  additional  charge  for  insurance,  in  the  shape  of  higher  interest,  against  that  very 
cheapening  of  the  alternative  metal  which  is  expected  to  delight  all  borrowers,  must,  in 
case  no  such  cheapening  comes  to  pass,  be  only  a  loser  by  the  option  allowed  him. 

When  the  market  price  of  either  metal,  the  debtor  holding  an  option  between  two, 
goes  below  the  designated  ratio,  that  metal  becomes  the  standard  of  values.  While 
this  state  of  things  lasts,  the  other  metal  is  not  in  any  real  sense  the  standard,  but  that 
standard  will  be  something  that  rises  and  falls  with  all  fluctuations  of  the  cheaper 
metal,  so  long  as  none  of  those  fluctuations  carries  its  price  above  the  ratio  fixed.  In 
the  changes  since  1873,  therefore,  if  the  law  had  decreed  gold,  or  fifteen  and  one-half 
or  sixteen  times  its  weight  in  silver,  impartially,  to  be  the  standard  of  deferred  pay- 
ments, the  facts  of  business  would  have  been  in  all  respects  as  if  silver  alone  had  been' 
made  the  standard,  with  no  option  at  all.  This  is  not  doubted,  but  associated  with  it 
is  an  interesting  question,  as  to  which  the  widest  diversity  of  opinion  exists.  If  silver 
had  been  made  the  standard  money,  in  the  countries  for  which  these  diagrams  of 
prices  were  made,  would  its  value  relatively  to  other  articles,  and  gold  especially,  have 
taken  a  course  anything  like  that  it  did  take  ?  The  advocates  of  a  nominally  alterna- 
tive standard,  or  of  puts  in  monetary  contracts,  or,  if  they  prefer,  bi-metallists,  main- 
tain with  great  energy  that  the  relation  of  silver  to  gold,  at  least,  would  have  been  in 
that  case  very  different.  They  appeal  to  the  course  of  the  two  metals  from  1850  to  1857, 
shown  in  its  relation  to  prices  on  the  chart.  The  unparalleled  increase  of  the  gold 
supply  which  then  occurred  had  no  further  effect  on  the  ratio  than  to  bring  down  the- 
gold  value  from  about  15.8  to  about  15.3,  a  difference  just  perceptible  at  the  extreme- 
left  of  the  chart,  even  the  highest  quoted  price  of  silver  at  any  time  in  London,  62f,  yet 
giving  a  commercial  ratio  a  little  above  15.  Such  an  insensibility  is  without  precedent, 
even  in  the  history  of  money  metals.  Ascribing  it  to  the  legislation  of  a  fixed  ratio  by 
France,  it  is  easy  to  argue  that  if  that  country  had  held  as  firmly  to  its  coinage  system 
after  1873.  the  commercial  ratio  of  gold  to  silver  could  in  like  manner  have  been  kept 
steady.  We  might  have  seen  a  phenomenon  like  that  shown  in  these  diagrams  from 
1850  to  1857,  a  sharp  rise  in  prices,  indicating  a  greatly  diminished  purchasing  power 
in  money  of  both  kinds,  but  no  significant  change  in  the  ratio  of  tbe  metals  to  each 
other.  There  seems  to  be  no  good  reason  for  denying  any  part  of  this  claim,  except  the- 
reason  alleged  for  the  steadiness  of  gold  after  the  California  discoveries.  If  the  laws- 
had  held  the  two  metals  to  a  fixed  ratio  as  legal  tender,  and  if  those  lawshad  been  car- 
ried out,  there  could  have  been  no  such  change,  and  all  the  inconveniences  we  have 
suffered  therefrom  could  have  had  no  existence.  Very  similarly,  we  might  say,  if 
the  factory  system  were  abolished  by  a  statute,  and  if  that  statute  were  obeyed,  the 
evils  of  that  system  would  not  exist.  The  two  propositions  are  equally  undeniable,  and 
about  equally  practical. 

PRACTICABILITY  OF  BIMETALLISM. 

There  is  no  lack  of  able  essays  and  treatises  in  advocacy  of  the  monetary  system 
known  as  bi-metallism.  Mr.  E.  T  Peters  a  few  years  ago  insisted  strongly  on  three 
points,  among  others :  that  restricting  the  monetary  use  of  either  metal  was,  in 
effect,  restricting  the  supply  of  money,  and  throwing  too  much  work  on  what 
remained  ;  that  any  ratio  of  value  legally  established  (say  15^  to  1)  would  neces- 
sarily become  that  of  marginal  cost  of  production  ;  and  that  international  agreement 
was  essential  to  successful  bimetallism.  Earnest  and  eloquent  have  been  its  partisans- 
in  more  than  one  country  of  Europe.  Some  of  the  pleas  in  its  favor  have  swollen  to 
the  dimensions  of  volumes.  But  it  seems  sufficient  to  take  a  recently  published  pam- 
phlet, "  Bi-metallism,  a  Tract  for  the  Times,  by  Francis  A.  Walker,"  as  an  epitome  of 
the  entire  argument.    Certainly  nothing  could  be  fairer  than  General  Walker's  opening  : 

"  Three  successive  questions  are  involved  in  the  problem  of  bimetallism.  First,  is  it  economi- 
cally desirable,  and  this  in  a  high  degree  ?  Second,  is  it  economically  practicable— that  ie,  if  the- 
svstem  were  set  up,  would  it  work  successfully  under  the  normal  operation  of  the  principle  of  self 
interest,  without  any  hel|>  from  philanthropy  or  public  spirit  or  patriotisre  .  .  .  .  ?  Third,  is  it 
politically  an<t  diplomatically  possible— that  is,  can  the  consent  and  co-operation  of  a  sufficient 
number  of  nations  be  secured  to  set  up  and  sustain  the  system,  if  indeed  it  be  economically 
practicable?" 

General  Walker's  second  question  is  admirably  stated,  but  his  discussion  of  it 
gives  no  satisfactory  answer.     To  summarize  in  a  few  sentences: 
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"Law  cannot  affect  values,  much  less  control  them,  except  as  it  sets  some  economic  force  in 

motion This  was  exactly  what  France  did  by  the  law  of  1K03,  which  established  the 

bimetallic  system This  system  accomplished  iis  purpose  to  a  degree  which  is  truly 

marvelous  when  one  considers  the  tremendous  power  of  the  forces  by  which  it  was  unexpectedly 
assailed.  As  before  stated,  in  1803  about  three  dollars'  worth  of  silver  was  being  produced  for  every 
dollar's  worth  of  gold.  In  1809  began  that  long:  series  of  revolutions  and  rebellions  in  Mexico  and 
Spanish  South  America  which  destroyed  the  mining  industry  of  those  countries,  so  that  silver  pro- 
duction fell  off  with  frightful  rapidity.    Then  gold  was  discovered  in  the  Ural  Mountains  and  in  the 

■auriferous  sands  of  Siberia In  1848  came  the  discovery  of  the  marvelous  sold  fields  of 

California  ....  and  only  three  yaars  later  ....  of  Australia.  "Within  twelve  years  the 
stock  of  gold  in  the  hands  of  civilized  men  was  literally  doubled  !  .  .  .  .  The  part  which  the 
French  system  played  during  the  seventy  years  covered  by  this  narrative,  especially  during  the  gold 
deluge,  has  bee>  acknowledged  in  the  fullest  manner  by  gold  monometallists  of  the  highest  author- 
ity. [Quotations  from  Jevons  and  Bage^ot  follow.]  .  -  .  .  'In  all  the  crises  that  have  arisen,  at 
epochs  so  diverse,  in  circumstances  so  different,  one  sees  the  Bank  of  France  less  distressed  than  the 

Bank  of  England We  may  affirm  without  rashness  that  the  French  monetary  system  is 

not  without  influence  in  the  result '  [M.  Denormandie.]  ....  The  three  great  purposes  of 
bimetallism  are.  as  we  have  stated  them :  first,  the  establishment  of  an  approximate  par  of  exchange 
between  gold-using  and  silver-using  countries  ;  second,  a  higher  degree  of  stability  in  the  money- 
mass  compounded  of  the  two  metals  than  would  be  attainable  under  monometallism  ;  third,  to  pre- 
vent the  disastrous  results  which  might  otherwise  follow  the  depreciation  or  appreciation  of  one 

of   the    metals   through    its  increasing    abundance    or   scarcity So    long   as    France 

secured  these  great  benefits  to  mankind  no  one  but  the  French  ....  had  the  right  to  object 
to  this  alternation  of  gold  and  silver  in  their  currency  ;  but  they  did  not  do  so." 

To  understand  rightly  the  circumstances  under  which  the  French  coinage  of  1803 
was  enacted,  we  ought  to  have  under  our  eyes  Dr.  Soetbeer's  table  of  the  mean  gold- 
to-silver  commercial  ratio  for  each  year.  This  ratio,  for  the  greater  part  of  the  last 
century,  was  under  15.  It  was  slightly  over  that  figure  in  1748  and  in  1790,  between 
which  years  there  is  but  one  break  in  the  run  of  14's  which  denote  the  whole- number 
part  of  the  ratio.  Professor  Laughlin  has  testified  to  the  exactness  with  which  the 
ratio  was  fixed  at  15,  when  this  country  first  began  coining  in  1792.  By  1803,  15J>£  had 
come  to  express  the  same  thing  as  exactly.  The  ratio  still  increased  for  a  while, 
irregularly  ;  a  few  16's  appear  in  the  table  from  1808  to  1813.  Is  any  doubt  enter- 
tained in  any  reasoning  mind  that  this  important  relative  increase  in  the  value  of  #old 
from  1790  to  1813,  was  due  to  the  fact  adduced  by  General  Walker,  that  at  that  time 
"about  three  dollars'  worth  of  silver  was  being  produced  for  every  dollar's  worth  of 
gold  ?  "  And  if  rising  production  and  falling  price  were  cause  and  effect,  was  not  the 
-cessation  of  the  effect  due  to  the  cessation  of  the  cause,  when  the  disturbances  in 
Spanish  America  began  in  1809?  If  silver  production  had  kept  to  the  figure  it 
reached  in  the  first  years  of  the  century,  it  appears  altogether  probable  that  this  depre- 
ciation would  have  continued,  that  the  French  bimetallic  system  would  before  long 
liave  collapsed  as  totally  and  hopelessly  as  our  own  first  bimetallic  system,  and  that  the 
French  surrender  of  1874  would  have  come  when  ours  came  in  1834.  From  that  fate 
the  French  system  was  saved  by  the  diminished  silver  production,  which  thus  proved, 
instead  of  a  force  that  "  assailed  "  it,  really  the  force  that  sustained  it.  The  fall  in  the 
price  of  gold  in  1850,  happening  as  it  did  when  the  coinage  of  France  had  become  almost 
exclusively  silver  and  her  bank  reserve  was  eleven-twelfths  in  that  metal,  when  gold  had 
disappeared  from  general  circulation  and  commanded  a  premium  at  the  Exchange, 
.gave  her  bimetallism  a  new  lease  of  life.  But  for  a  few  years  only  ;  its  failure  was 
practically  acknowledged  when  the  country  consented  to  use  debased  metal,  coined  on 
government  account  and  redeemed  by  the  government,  for  her  small-change  silver  ;  so 
that  its  subsequent  abandonment  (under  the  name  of  suspension)  was  natural  enough. 

It  is  interesting  to  note  that  the  forces  which  assailed  tbe  French  system  with  such 
"  tremendous  power,"  but  which  were  successfullyresis.ed,  were  all  of  them  forces  that 
tended  to  arrest  the  downward  movement  of  silver.  In  the  presence  of  a  force  that 
hastened  that  movement,  bi-metallisra  succumbed  without  a  struggle.  With  the  nature 
•of  the  force  that  thus  brought  it  low,  we  need  not  long  detain  ourselves.  General 
Walker  hotly  insists  "that  it  was  silver  demonetization,  and  not  silver  production, 
which  caused  this  tremendous  effect ;  "  but  the  reconciliation  of  this  view  with  that  of 
"  the  tremendous  power  of  the  forces,"  etc.,  quoted  above,  and  with  his  admission  that 
supply  as  well  as  demand  affects  all  prices,  maybe  left  to  him.  He  hurls  his  wrath 
against  the  Germans  as  chief  sinners  in  this  "demonetization"  movement,  not  even 
once  alluding  to  our  own  Mint  Act  of  1873  as  "  the  crime  of  the  age."  The  fall  of  silver 
was  certainly  co  iucident  with  these  demonetizations,  and  may,  perhaps,  have  started 
immediately  from  them,  but  even  so  we  may  ascribe  it  to  increased  production  without 
any  misgivings,  just  as  we  might  ascribe  the  fall  of  an  unsafe  building  to  its  unsafety, 
«ven  though  we  saw  it  pulled  down  by  the  building  inspector.  Whether  it  was  German 
or  American  breath  that  overturned  this  house  of  cards,  need  not  greatly  concern  us. 
Since  "law  cannot  affect  values,  much  less  control  them,  except  as  it  sets  some  econ- 
omic force  in  motion."  the  "  tremendous  effect"  of  demonetization  laws  has  been  ex- 
plained by  their  cutting  down  the  monetary  demand  for  silver;  but  this  supposed 
force  did  not  exist.  More  silver  was  coined  in  1876  to  1880,  according  to  Dr.  Soetbeer's 
tables,  than  in  any  preceding  five  year  period.     The  amount  has  since  diminished,  but  is 
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still  higher  than  before  1866.  Whatever  the  reason  for  the  decline  was,  however,  that 
reason  was  and  has  remained  sufficient  for  France.  Monetary  theorists,  the  world  over, 
may  ascribe  to  that  country  what  power  they  please,  over  commercial  ratios,  but  its 
own  rulers  are  under  no  delusions. 

Yet  it  is  not  absurd  to  credit  France  with  having  shown  some  power  over 
the  relative  value  of  gold  and  silver,  in  resisting  and  alleviating  its  changes,  down 
to  the  opening  of  the  Comstock  era  in  1870.  Some  slight  power  it  may  have 
shown,  perhaps,  even  though  the  claim  now  and  then  made  by  people  imperfectly  ac- 
quainted with  the  facts,  that  "  between  1803  and  1873  it  maintained  fur  the  whole  world 
the  ratio  of  15£  to  1 "  is  inadmissible.  i  But  since  it  is  at  best  a  matter  of 
conjecture  how  far  the  falling  off  in  silver  production  after  1809  would  have- 
lowered  the  gold  ratio,  how  far  the  subsequent  recovery  would  have 
increased  it,  how  far  the  California  and  Australia  discoveries  would 
have  lowered  it  again,  and  how  far  the  reduced  yield  from  these  rich  stores,  accom- 
panied by  a  steadily  increasing  silver  yield,  would  have  restored  it — effects  all  plainly 
traceable  in  the  ratio  as  it  is— how  much  more  strongly  traceable  they  would  have  been 
if  France  had  left  the  metals  to  their  fate,  it  is  impossible  to  tell  with  any  approach  to 
certainty  what  the  exact  influence  of  France  was.  The  violent  changes  in  the  ratio 
since  France  gave  up  her  bimetallism  are  not  a  sufficient  answer;  for  if  those  changes 
have  been  uprecedented  in  their  rapidity  and  extent,  the  increased  silver  output  since 
the  Comstock  discovery  has  been  equally  unprecedented.  It  is  true  that  there  had  been 
unprecedented  gold  discoveries  just  before,  which  were  prevented,  by  France  or  by  some 
cause,  from  lowering  the  ratio  below  15;  but  this  brings  us  to  a  point  that  seems  to  have 
escaped  the  analysis  of  bimetallistic  authors,  namely,  the  difference  in  the  kind  of  de- 
mand filled  by  gold  and  by  silver  in  this  nineteenth  century.  For  very  small  payments, 
silver  is  of  course  indispensable;  but  that  is  a  demand  soon  satisfied.  For  large  pay- 
ments there  is  a  preference  for  gold,  which  increases  with  the  size  of  the  payment  to  be 
made;  so  that,  on  account  solely  of  superior  convenience,  there  is  a  higher  gold-ratio  in 
countries  where  business  is  done  on  a  wholesale  scale  and  payments  are  large,  and  also 
an  increasing  ratic  in  the  same  countries  as  business  operations  grow  wider.  The  dif- 
ference in  demand  grows  stronger  with  higher  civilization,  for  differentiation  of  function 
is  a  distinctive  mark  of  evolution.  In  view  of  this  increasing  preference  for  gold,  a 
cause  whose  efficiency  cannot  be  doubted,  we  have  a  reasonable  explanation  of  the  sur- 
prising insensibility  shown  by  this  ratio  to  the  gold  discoveries  in  1848,  and  its  marked 
sensibility  to  those  of  silver  about  1870.  This  examination  of  facts  is  worth  the  making, 
because  it  enables  us  to  account  in  a  perfectly  consistent  and  probable  way  for  every 
phase  of  the  gold -to-silver  ratio  that  the  century  has  seen,  without  crediting  the  French 
monetary  system  with  any  decisive  share  in  producing  or  controlling  them.  So  far  as 
positive  proof  exists,  we  have  as  good  reason  for  denying  as  for  asserting  that  system's 
influence.  The  part  played  by  France  may  have  been  nothing,  or  something, 
or  anything  short  of  everything ;  we  cannot  demonstrate,  but  only  estimate; 
and  even  General  Walker's  "gold  monometallists  of  the  highest  authority"" 
do  not  commit  anybody  but  themselves.  A  combination  of  nations  might 
perLaps  have  more  power  than  France  alone  to  fix  a  ratio,  but  it  would  also 
include  more  elements  of  weakness:  national  jealousies  and  rivalries,  which  would 
lead  some  to  shirk  a  work  of  this  kind,  whose  benefits  were  to  be  common  to  all,  while 
the  cost  would  have  to  fall  on  each  separately — would  lead  others  to  suspect  their  part- 
ners of  shirking — and  so  on,  until  the  agreement  fell  asunder  by  its  own  weight.  The 
conclusion  to  be  drawn,  since  the  best  evidence  offered  to  prove  international  bimetallism 
economically  practicable  is  the  example  of  France  since  1803,  is  that  the  proof  is  not 
sustained. 

A  few  words  on  the  alleged  benefits  of  bi-metallic  coinage.    That  of  a  "  par  of  ex- 

i  Yet  that  claim  is  repeated  by  the  "  bi-metallist  members  of  the  German  Silver  Commission,'* 
whose  declaration  "  is  regarded  by  President  Andrews  as  one  of  the  most  telling  and  weighty  sum- 
maries of  the  case  for  bi-metallism  that  has  ever  been  made."  These  Commissioners  also  discover  an 
"increased  power  of  competition "  in  cheap-money  countries  :  "  In  proportion  as  their  nilver  or  paper 
loses  in  power  io  buy  gold,  these  countries  enjoy  in  effect  a  high  export  premium  "—as  though  receiv- 
ing less  return  for  their  productive  labor  gave  them  a  real  advantage.  The  declaration  further  de- 
clares :  ,k  The  attempt  to  refer  this  lowering  in  the  general  level  of  prices  [since  1873]  to  other  causes, 
lying  outside  the  coinage  system,  for  instance  to  cheapening  and  improvement  in  means  of  communi- 
cation, to  the  perfecting  of  processes  and  machines  for  the  production  of  goods,  etc.,  must  be  con- 
sidered a  failure,  for  the  reason  that  the  same  causes  were  present  in  the  same  strength  during  the 
twenty-year  period  before  1873"— which  they  were  not.  The  development  of  the  Bessemer  process 
belongs  almost  altogether  to  the  later  period.  A  verage  freight  rates  per  ton-mile  on  seven  import- 
ant railways  were  1.89  cents  in  1872  and  but  0.75  cents  in  1892.  (See  Senate  Report,  page  615)  The 
fact  that "  wages  have  increased  in  price  is  without  weight,  because  ....  wages  rise  with  the 
elevation  of  the  standard  of  life  in  the  different  classes  of  the  population  "—which  they  do,  iust  as 
the  boy  grows  larger  when  he  comes  to  wear  larger  clothes.  The  conclusion  appears  to  be  that  "a 
stable  ratio  might  be  maintained  IF  the  nations  we  have  alluded  to  [Great  Britain,  the  United  States, 
Germany  and  the  Latin  Union]  were  to  accept  and  strictly  adhere  to  bi-metallism  at  the  suggested 
ratio."   Doubtless.  (Translation  by  Pres.  E.  B.  Andrews  in  Revievi  of  Reviews  for  September,  lh94. 
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change  between  gold-using  and  silver  using  countries  "  is  real,  and  of  no  slight  impor- 
tance. It  is  of  just  the  same  nature  as  that  of  a  steady  price  of  cotton,  from  the  recent 
loss  of  which  some  parts  of  our  country  have  so  greatly  suffered.  If  bi-metallism  is 
economically  practicable,  we  might  doubtless  expect  this  benefit  from  it;  if  not,  we 
shall  be  compelled  to  reconcile  ourselves  to  fluctuating  silver,  as  we  have  reconciled  our- 
.selves to  fluctuating  cotton.  "To  prevent  the  disastrous  results  which  might  otherwise 
follow  the  depreciation  or  appreciation  of  one  of  the  metals,"  is  what  this  device  would 
do  for  us  most  imperfectly.  A  scarcity  of  one  metal  or  a  greater  abundance  of  the 
other,  it  would  tend  to  check  by  throwing  the  office  of  currency  on  the  second,  of 
course.  If  this  happened  to  be  followed  by  an  opposite  state  of  things,  the  remedy 
would  apply  itself  automatically;  but  how  if  it  were  followed  by  more  of  the  same 
state  of  things,  if  the  scarcer  metal  grew  still  scarcer,  or  the  plentier  one  more  plentiful? 
The  remedy  would  then  have  been  already  applied,  and  would  be  no  longer  available. 
There  is  no  reason  why  things  should  take  the  first  course  rather  than  the  second,  though 
General  Walker's  claim  that  his  system  would  result  "  in  establishing  an  alternating 
circulation,"  is  evidently  founded  on  some  conception  that  they  would.  To  the  claim 
of  greater  stability,  that  "  with  bimetallism,  shocks  in  trade  come  less  often,"  the  ex- 
ample of  France  is  again  brought  for  support.  Unquestionably  that  country  has  had 
fewer  and  less  serious  financial  disturbances  than  this  country,  or  than  England.  But 
when  we  remember  that  the  French  do  business  more  for  cash  and  less  for  credit  than 
■we  do,  and  that  they  are  exceptionally  particular  to  keep  a  strong  cash  reserve— for  the 
Bank  of  France  has  held,  steadily  for  the  last  twenty  years,  more  gold  alone  than  the 
Bank  of  England  (most  of  the  time  more  gold  than  all  the  banks  of  issue  in  the  United 
Kingdom  together),  to  say  nothing  of  its  equal  hoard  of  silver— it  is  quite  needless  to 
look  beyond  these  facts  to  account  for  their  immunity. 

CONCLUSION. 

It  only  remains  to  sum  up,  in  one  paragraph,  the  results  of  an  inquiry  whose  close 
Telation  to  vital  public  interests  is  hardly  sufficient  to  make  it  enlivening  or  entertaining ; 
and  then  to  see  to  what  practical  conclusions  they  lead.  A  monetary  standard  is  con- 
stant when  the  same  amount  of  money  does  the  same  work;  as  nearly  as  possible  supplies 
the  same  want  and  compensates  the  same  effort.  These  ends  should  both  be  attained  if 
practicable;  if  not,  neither  should  be  exclusively  preferred.  The  selection  of  centuries 
of  civilization  having  fixed  upon  silver  and  gold  as  expressions  of  values  to  be  taken  as 
constant,  the  inquiry  is,  which  of  the  two  more  nearly  meets  these  ends,  or  whether  a 
combination  of  the  two  would  be  better  than  either.  The  answer  appears  to  be  that  by  the 
ideally  best  standard  the  prices  of  average  merchandise  ought  to  have  been  slightly  dimin- 
ishing and  the  wages  of  labor  to  have  been  slightly  increasing  within  the  last  twenty 
years,  a  requirement  more  satisfactorily  met  by  gold ;  and  that  any  attempt  to  work  the 
two  metals  on  equal  terms  into  a  composite  whole  is,  in  this  era  of  telegraphs,  railways 
and  "  ocean  greyhounds,"  of  very  doubtful  practicability  and  of  very  doubtful  merit  if 
its  practicability  were  assured.  The  alleged  scarcity  of  gold  and  "  diminishing  money 
supply  "  seem  little  more  than  a  myth.  The  most  important  conclusion  suggested  is  the 
needlessness  of  active  interference  in  the  matter  by  the  governing  power.  Allowing 
eatire  freedom  of  contracts  in  money;  construing  the  terms  of  such  contracts  in  all 
doubtful  cases  according  to  prevalent  usage,  and  enforcing  them  accordingly;  granting 
to  the  people  all  needed  facilities  for  immediate  decision  as  to  values  in  metallic 
form,  by  marks  certifyi ug  to  weight  and  fineness — this  being  the  true  function  of  coinage; 
when  the  government  has  done  these,  it  has  done  its  part.  The  usurped  power  of  passing 
"  legal  tender"  acts  should  be  surrendered,  and  legal  definitions  of  value  should  cover 
only  contracts  made  by  the  government  itself.  Were  this  course  followed,  men  might 
treat  as  money  anything  they  agreed  so  to  treat,  accepting  the  government's  stamp  as 
evidence  that  their  agreement  was  kept,  and  not  fearing  or  hoping  that  any  meddlesome 
enactment  would  step  in  to  declare  that,  though  one  metal  was  agreed  on,  the  agreement 
might  be  completely  discharged  by  paying  15^  times  its  weight  of  some  other.  If  the 
result  of  this  policy  should  be  a  victory  for  the  economic  forces  now  working  to  bring 
all  nations  to  a  gold  unit  in  practical  business,  the  standard  to  which  we  should  thus  be 
brought,  as  amply  shown  above,  is  no  bad  one.  If  the  contracting  parties  preferred 
silver,  however,  they  might  make  their  agreement  in  terms  of  silver,  and  have  it  so 
enforced;  or,  if  they  decided  on  giving  the  debtor  an  option  to  pay  one  metal  or  "put  " 
another,  and  so  declared,  the  law  might  help  them  in  that  also.  But  it  would  not  infer 
the  put  unless  the  contract  explicitly  provided  for  it.  The  question  of  the  ideal  standard 
would  remain  as  now,  interesting  and  altogether  suitable  for  scientific  inquirers,  but 
active  business  would  never  have  occasion  to  wait  for  their  verdict  upon  it. 

In  a  total  abandonment  by  the  government  of  its  power  to  declare  a  legal  tender  for 
private  debts,  is  to  be  found  the  true  practical  solution  of  this  problem,  a  Stable  Monetary 
Standard. 
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Parliament  Committee,  1810.     (32  pp.) ...       .05        4.00        20.00 

15.  A  STABLE  MONETARY  STANDARD, 

Henry  Farquhar.     (20  pp.) 05        2.50        12.50 

16.  "FREE  COINAGE"  DISSECTED, 

John  De  Witt  Warner.    (16  pp.) 05        2.00        10.00 
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You  are  invited  to  co-operate  in  the  campaign  of  education 
upon  currency  reform  by  subscribing  to  SOUND  CURRENCY. 
In  order  to  facilitate  your  co-operation  the  Committee  will,  if 
desired,  address  and  mail  to  100  or  more  names  which  may  be 
submitted,  the  above  publications  at  the  rates  indicated ;  so  that 
parties  wishing  to  circulate  Sound  Currency  literature  among  their 
friends  may  either  receive  the  matter  in  bulk  and  re-distribute  it 
or  have  it  sent  directly  by  the  Committee  to  the  addresses  furnished. 
Special  rates  for  quantities  of  our  publications  will  be  made  to  local 
organizations  that  desire  to  distribute  them,  to  book  dealers  intend- 
ing to  sell  them,  and  to  educators  requiring  them  for  class-room 
uses. 

CALVIN  TOMKINS,  Secretary, 
Sound  Currency  Committee,  Reform  Club, 

52  William  Street,  New  York  City, 
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* '  One  of  the  most  important  questions  the  people  have  now  to  consider  is  whether  tlict, 
can  afford  to  adhere  longer  to  a  system  which  periodically  augments  the  public  debt  for  ch<? 
purpose  of  securing  gold  to  be  exchanged  for  notes,  which,  when  redeemed,  are  not  retirees 
and  cancelled,  but  are  reissued  and  put  in  circulation  to  be  over  and  over  again  presented 
for  redemption. 

******** 

Gold  can  be  procured  only  by  sales  of  bonds  or  by  voluntary  exchanges  of  gold  coin  fr* 
other  forms  of  currency  by  the  banks,  and  it  is  scarcely  necessary  to  say  that  these  voluntary 
exchanges  are  most  difficult  to  make  at  the  very  times  when  gold  is  most  needed.  When  bonds 
are  kold  in  our  market,  experience  has  shown  that  a  large  part  of  the  gold  to  pay  for  them 
i$  taken  from  the  Treasury  reserve,  in  the  first  instance,  or  withdrawn  within  a  short  time 
after  tlie  bonds  have  been  paid  for  and  delivered." — Sec.  John  G.  Carlisle, 
Boston,  October  12,  i895. 
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FOREIGN    EXCHANGES    AND    GOLD    MOVEMENT    IN 
1894  AND  1895.* 

An  examination  of  foreign  exchange  rates  for  a  series  of  years  will  show  a  periodicity 
in  the  variations,  with  answering  movements  of  gold.  Properly  speaking,  the  import 
and  export  of  gold  have  been  free  only  since  1879,  as  a  fluctuating  premium  on  the 
metal  prior  to  resumption  was  a  disturbing  factor.  Resumption  came  at  a  time 
when  a  series  of  deficient  crops  in  Europe  had  created  an  unusuilly  heavy  demand 
for  American  breadstuffs,  and  this  food  was  paid  for  in  gold.  In  no  two  years 
before  or  since  have  the  imports  of  gold  been  so  large  as  they  were  in  1880  and 
1881,  when  the  net  imports  were  $77,119,371  and  $97,466,127  respectively;  and  in  no 
two  years  were  the  total  exports  of  gold  so  small,  $3,639,025  in  1880,  and  $2,565,132 
in  1881.  Such  an  unusual  situation  should  be  thrown  out  in  making  a  general 
average  as  readily  as  that  due  to  suspended  specie  payments  ;  and  the  regular  fluc- 
tuations of  exchange  did  not  begin  till  1882.  Some  reaction  from  these  heavy  imports 
of  gold  was  inevitable  ;  and  for  two  years  the  inflow  of  gold  was  only  $9,000,000 
greater  than  the  outflow.  The  imports  of  1885  almost  exactly  balanced  the  exports 
ot  1884.  It  is,  therefore,  with  1886  that  a  consideration  of  the  notable  variations  in 
movement  against  the  United  States  may  be  studied  in  detail. 

Beginning  with  1886,  it  will  be  seen  from  the  diagram,  as  a  rule,  the  rate  of 
exchange  between  New  York  and  London  has  been  above  par  in  the  summer  months 
— May,  June  and  July, — and  below  par  toward  the  end  of  the  year, — November  and 
December — or  January  of  the  succeeding  year.  Gold  was  exported  in  the  summer 
aLd  imported  in  the  winter.  In  1890  there  were  signs  of  irregularity  in  this  course ; 
dad  in  no  year  since  have  the  rates  of  exchange  resumed  an  even  tenor.  Further, 
the  rate  has  been  more  uniformly  against  the  United  States,  and  given  occasion  to 
quite  as  exceptionally  heavy  an  export  of  gold  as  were  the  imports  of  1880  and  1881. 
The  movement  since  1886  has  been  as  follows : 

Gold  Coin  and  Bullion  Imports  and  Exports. 


Year  Ending  June  30. 

ExroRTS. 

Imports. 

Excess  op 

Exports   over 

Imports. 

Excess  op 

Imports  over 

Exports. 

1886 

Dollars. 
42,952,191 
9,701,187 
18,376,234 
59,952,285 
17,274,491 
86,362,654 
50,195,327 
108,680,844 
76,978,061 
66,131,183 

Dollars. 

20,743,349 

42,910,601 

43,934,317 

10,284,858 

12,943,342 

18,232,567 

49,699,454 

21,174,381 

72,449,119 

35,146,734 

Dollars. 
22,208,842 

Dollars. 

1887 

33,209,414 
25,558,083 

1888 

1889 

49,667,427 
4,331,149 

68,130,087 
495,873 

37,506,463 
4,528,942 

30,984,449 

1890 

1891 

1892 

1893 

1894 

1895 

This  export  has  not  been  due  to  causes  as  easily  explained  as  were  the  imports  of 
1880-81,  and  it  has  led  to  a  crisis  which  must  go  into  history  as  one  of  the  important 
turning  points  in  the  financial  experience  of  the  United  States.  Some  study  of  these 
causes,  however  imperfect,  may  lead  to  a  better  understanding  of  what  is  needed  to 
prevent  a  recurrence. 

UNUSUAL  FINANCIAL  FEATURES. 

The  twelve  months  ending  June  30,  1895,  have  presented  financial  features  of  so 
unusual  a  nature  as  to  approach  the  sensational.  Twice  in  that  time  has  the  national 
government  been  brought  to  a  crisis  in  the  management  of  its  finances,  and  twice  have 
the  great  money  centres  been  on  the  verge  of  a  panic,  by  the  side  of  which  that  of  1873 
would  have  seemed  insignificant.  The  consequences  of  1873  were  normal,  temporary, 
and  only  demanded  a  few  years  of  caution  and  saving  to  cure  and  make  good  the  loss. 
The  consequences  of  a  precipitate  realization  of  a  silver  basis  for  all  transactions  would 
have  approached  permanency,  and  required  an  incalculable  amount  of  economy  and  in- 
tense suffering  to  have  restored  reasonable  prosperity.      At  one  time  it  was  a  question  of 

*  Part  of  this  article  appeared  in  the  Yale  Review,  August,  1895,  and  is  here  reproduced  by  permission 
of  that  magazine. 
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twenty -four  hours  whether  an  extreme  panic  or  confidence  should  prevail ;  and  so  close 
"was  the  call  that  weeks  were  required  to  wipe  away  the  feeling  of  uncertainty  induced 
by  being  suddenly  brought  face  to  face  with  a  great  peril. 

Yet  the  events  of  1895  had  been  predicted  for  nearly  twenty-five  years,  and  prudent 
managers  had  sought  to  discount  the  effects  as  best  they  could,  while  the  larger  number, 
hoping  the  crisis  was  distant,  looked  at  the  contingency  in  a  speculative  view,  and  counted 
upon  their  own  escape  when  it  should  come.  We  might  date  the  beginning  of  this 
depressing  influence  with  the  panic  of  1873;  for  it  was  to  the  conditions  then  empha- 
sized that  the  country  owes  the  periodic  recurrence  of  currency  agitation  and  experi- 
ment. First,  the  greenback  craze  had  to  be  met  and  voted  down.  Success  in  this  was  im- 
mediately followed  by  the  inauguration  of  a  policy  which  was  intended  to  be  a  concession 
to  the  cheap  money  advocates — the  limited  purchase  and  coinage  of  silver.  It  required  all 
of  fifteen  years  to  demonstrate  the  danger  of  that  compromise.  It  has  been  a  long  and 
slow  process  of  currency  depletion  since  the  passage  of  the  act  of  1878,  in  which  the 
volume  of  the  currency  has  been  greatly  increased  and  its  quality  continually  brought 
near  the  line  of  debasement.  Such  a  situation  in  itself  had  led  to  a  feeling  of  uncer- 
tainty, and  the  growing  unrest  was  aggravated  by  the  pressure  of  "bad  times."  The 
failure  of  the  Barings,  the  commercial  and  industrial  depression,  the  Australian  banking 
crisis,  and  the  currency  "panic  "  of  1893  in  the  United  States,  each  contributed  to  in- 
duce caution  and  enforce  contraction  in  every  direction. 

GOLD  AND  THE  FEDERAL  TREASURY. 

In  1894-'95  public  attention  was  fixed  upon  the  movement  in  the  gold  held  by  the 
national  treasury,  as  this  gold  was  an  obvious  and  measurable  factor  in  determining  the 
status  of  that  important  but  imponderable  element,  "confidence."  This  stock  of  gold 
bad  slowly  accumulated  in  anticipation  of  and  subsequent  to  resumption  from 
$128,460,203  (June,  1878)  to  $332,351,306  in  September,  1888— the  highest  figures  ever 
touched.  Since  that  time  the  drain  of  gold  from  the  Treasury  began,  at  first  slow  and 
somewhat  uncertain,  but  after  the  silver  law  of  1890,  it  increased  in  volume  and  cer- 
tainty. In  October,  1890,  the  total  stock  had  fallen  below  $300,000,000  ;  in  May,  1893, 
below  $200,000,000,  and  for  the  first  time  since  the  resumption  of  specie  payments 
the  reserve  of  $100,000,000  held  against  the  greenback  circulation  was  im- 
paired. From  January,  1892,  to  June,  1893,  there  was  a  steady  export 
of  gold  in  excess  of  imports.  In  the  fiscal  year  1893  (July  1, 
1892— June  30th,  1893)  this  excess  was  $87,506,463,  a  sum  sufficient  to  account  for  the 
Treasury  loss,  and  also  sufficient  to  prove  that  any  demand  for  export  eventually  fell  al- 
most entirely  upon  the  Treasury  holdings.  The  crisis  of  1893  came,  and  gold  was  im- 
ported, not  in  obedience  to  natural  conditions  but  under  "panic"  demands,  because  it 
was  needed  at  any  price,  and  was  bought  or  borrowed  as  a  commodity  rather  than  in 
settlement  of  any  commercial  exchanges.  For  ten  months  the  "  balance  "  of  gold  was 
thus  held  in  favor  of  the  United  States,  but  a  sharp  reaction  occurred  in  May,  1894,  and 
from  that  time  the  amount  exported  has  greatly  exceeded  the  amount  imported. 

Free  Gold  Exhausted. 

At  the  end  of  April,  1894,  the  Treasury  held  no  more  free  gold  than  was  needed  to 
constitute  the  reserve— $100,202,008,  a  margin  so  narrow  as  to  leave  nothing  to  meet  the 
•expected,  because  natural,  exports  of  gold  of  the  summer.  For  nearly  seven  months 
the  rate  of  exchange  on  London,  the  most  sensitive  gauge  of  financial  condition,  had 
been  rising,  and  in  that  time  had  fully  recovered  from  that  extreme  plunge  taken  by 
Teason  of  the  crisis  of  June,  1893.  Slowly  but  surely  the  rates  had  risen  from  an  im- 
porting point  to  one  that  permitted  exports  of  gold,  and  in  April  the  outward  flow  was 
initiated  in  earnest,  but  not  in  such  a  volume  as  to  awaken  anxiety.  An  export  of 
$11,700,000  had  been  equaled  and  exceeded  in  previous  years,  and  the  summer  move- 
ment was  inevitable.  The  trade  figures  did  not  appear  to  demand  a  large  export,  for 
the  value  of  exports  of  merchandise  since  June,  1893,  had  exceeded  the  value  of  imports 
by  nearly  $240,000,000.  In  May  nearly  a  million  dollars  of  gold  was  sent  abroad  each 
day,  but  even  this  unusually  large  amount  created  no  more  thaa  a  passing  apprehen- 
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sioa,  mitigated  by  a  hope  of  a  turn  in  the  flow,  and  not  until  the  movement  of  June 
became  felt  was  the  money  market  disturbed.  The  end  of  May  left  the  Treasury  re- 
serve at  $78,700,000  ;  the  end  of  June  at  $64,873,000  ;  but  neither  amount  reflected  the 
total  gold  withdrawn  from  the  Treasury.  What  added  to  the  dangerous  possibilities  of 
the  situation,  the  rate  of  exchange  on  London  ruled  high. 

The  conditions  at  home  thus  suddenly  pointed  to  an  untimely  and  extraordinary  de- 
mand for  gold  for  export.  Abroad  there  were  certain  elements  to  be  considered  as 
exerting  an  influence  in  attracting  gold,  but  these  should  have  been  of  little  weight. 
The  leading  money  markets  were  stagnant  and  in  a  chronic  state  of  over-supply.  Th3 
Bank  of  England  held  its  rate  of  discount  at  two  per  cent,  unchanged  since  February  ; 
yet,  in  spite  of  this  low  rate,  gold  continued  to  flow  into  its  coffers  until  September, 
■when  the  holdings  had  risen  to  the  "unprecedented"  total  of  nearly  £39,000,000,  and 
the  reserve  was  £31,300,000,  or  higher  than  ever  before.  Such  a  "glut "was  suc- 
ceeded by  a  drain  of  the  metal  to  the  interior  and  to  the  Continent,  and  in  three 
months — from  the  end  of  September  to  January,  1895,  the  bank  lost  more  than  £6,540,- 
000.  As  soon  as  the  regular  interior  movement  had  ceased,  and  the  Continental  de- 
mand was  satisfied,  the  accumulation  recommenced,  and  by  June,  1895,  had  more  than 
regained  the  figures  of  June,  1894. 

Conditions  in  Europe. 

In  France  the  policy  of  accumulating  gold  has  gone  on  apace  through  two  years, 
and  more  than  250,000,000  francs  were  added  to  the  holding  of  the  Bank  of  France. 
This  accumulation  is  all  the  more  remarkable  in  that  it  implies  a  sacrifice  on  the  part 
of  the  bank. 

■ '  The  task  of  accumulating  a  large  war  reserve  of  gold  which  the  Bank  has  volun- 
tarily undertaken,  and  which  has  been  facilitated  by  the  favorable  London  Exchange, 
entails  a  heavy  burden  on  the  Bank  in  payment  of  a  duty  on  the  note  circulation 
representing  the  gold  reserve.  With  a  note  issue  of  3,476,000,000  francs  to-day,  the- 
active  circulation  or  portion  producing  a  profit — discounts  and  loans  on  securities — 
was  only  700,000,000.  The  Bank  is  not  permitted  to  compound  for  the  tax  on  the 
note  issue,  but  pays  one-half  per  thousand  on  the  active  or  profit-giving  circulation, 
and  one-fifth  per  thousand  on  the  rest.  The  Bank  consequently  derives  no  benefit  from 
the  surplus  cash,  and  has  to  bear  the  cost  of  finding  the  notes  as  well  as  to  pay  duty 
on  them,  and  this  burden  goes  on  increasing  with  the  increase  in  the  gold  hoarded."  ] 

Another  circumstance  worthy  of  notice  is  the  situation  in  Germany.  If  any  money 
market  has  in  the  past  been  infected  with  political  principles  it  was  the  German  Bourse- 
in  the  eighties.  When  Russia  wished  to  add  to  her  debt,  it  was  through  German 
agents  her  bonds  were  floated,  to  be  held,  as  a  rule,  in  German  hands.  In  1887  Bis- 
marck issued  his  remarkable  order  practically  forbidding  the  negotiation  of  Russian 
securities  on  the  German  markets — an  interference  based  entirely  on  political  reasons, 
and  entirely  indefensible  upon  economic  or  financial  grounds.  This  measure  was  fol- 
lowed by  duties  on  and  legislative  control  of  bourse  operations  which  were  not  oner- 
ous in  themselves,  but  acted  as  restrictions  on  speculative  sales  and  purchases,  such  as. 
arbitrage  transactions,  of  high  utility  in  any  market.  A  very  large  share  of  ordinary- 
business  was  by  this  regulation  driven  to  other  markets — Brussels,  London  and  Paris — 
where  the  same  restrictions  did  not  exist.  Further,  the  prohibition  of  business  for  poli- 
tical reasons  led  to  heavy  investments  of  German  capital  in  other  and  less  desirable- 
lines  of  securities — Argentine,  Brazilian,  Greek,  Portuguese  and  even  Mexican  stocks. 
The  same  result  followed  as  had  followed  the  ventures  of  English  capitalists  in  such 
risks,  and  Prof.  Schmoiler  places  the  losses  to  German  investors  in  recent  years  at  800,- 
000,000  marks  ($190,400,000).  As  it  is,  the  yearly  returns  to  Germany  from  foreign 
investments  are  estimated  to  be  between  500  and  600  millions  of  marks  on  a  capital  of 
from  10  to  13  millard  of  marks. 

In  the  face  of  such  losses  there  has  been  as  marked  accumulation  of  gold  in  the 
Bank  of  Germany  as  in  the  Bank  of  France,  and  Germany  has  received  more  American. 

l  Economist,  8  December,  1S94. 
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gold  than  either  France  or  the  United  Kingdom  since  June,  1893.  In  two  years  the 
gold  in  the  bank  has  fluctuated  in  amount,  falling  to  the  lowest  point  in  October,  1893 
($179,997,200),  and  rising  to  $267,000,000  in  February,  1895.  The  gain  has  been  $89,000,- 
000,  of  which  $65,000,000  net  was  obtained  from  the  United  States— an  unusually  heavy 
movement.  From  1880  to  1888  the  movement  of  gold  was  from  Germany  to  the  United 
States,  resulting  in  a  net  gain  to  the  United  States  of  $69,000,000  in  gold  ;  but  since 
1889  the  flow  has  been  from  the  United  States  to  Germany,  and  has  given  $103,000,- 
000  to  that  country  alone — or  what  was  needed  to  meet  the  demands  of  its  banks.  It 
will  be  seen  from  a  table  appended  that  Germany  was  the  most  important  receiver  of 
the  gold  that  was  taken  from  the  Treasury  in  the  summer  of  1894.  Nor  did  this  satisfy 
her  needs.  In  1894  further  sums  of  gold  were  imported,  $24,728,000  from  Russia, 
$19,682,000  from  the  United  Kingdom,  and  $6,420,000  from  France.  The  aggregate 
for  1894  was  more  than  double  that  for  1893,  and  against  the  $78,000,000  imported 
were  set  only  $12,700,000  of  export. 

THE  NATIONAL  SCRAMBLE  FOR  GOLD. 
For  some  years  a  number  of  nations  have  been  looking  for  gold  with  which  to 
replace  an  irredeemable  paper  currency,  or,  what  was  an  equally  disturbing  com- 
mercial factor,  a  depreciating  silver  coinage.  This  has  in  part  been  the  "scramble  " 
for  gold  which  is  so  often  mentioned  as  an  extreme  danger.  When  the  United  States 
resumed  specie  payments  in  1879,  hardly  a  ripple  of  movement  was  occasioned,  and 
that  had  been  the  experience  at  the  end  of  previous  suspensions — as  in  1817.  When 
Italy  and  Austria  determined— the  one  to  throw  off  a  paper  money  and  the  other  to 
adopt  a  gold  standard — a  commercial  transaction  in  gold  occurred.  Agreements  were 
made  with  syndicates  of  bankers  to  supply  a  certain  quantity  of  gold.  This  metal  was 
moved,  not  in  accordance  with  a  true  or  natural  condition  of  exchanges  which  de- 
manded such  a  movement,  but  in  obedience  to  an  artificial  need.  Nothing  but  gold 
would  suffice  ;  bonds,  bills,  notes  or  merchandise  would  not  settle  the  demand.  The 
middle  of  1894  found  Austria  still  in  the  market  for  gold,  although  the  imports  had 
been  heavy  since  1890.  The  Austro-Hungarian  bank  had  more  than  doubled  its  store  of 
gold  in  1892,  and  in  December  of  that  year  touched  the  highest  point — $58,828,300. 
Between  that  date  and  May,  1894,  the  gold  was  reduced  to  $50,000,000.  Upwards  of 
76,000,000  florins  in  gold  were  required,  and  accordingly  an  agreement  was  made 
with  the  Rothschild  syndicate.  Whether  such  a  demand  could  make  itself  appreci- 
ably felt  in  the  United  States  can  hardly  be  proved  ;  but  it  must  have  had  an  indirect 
influence,  and  it  is  in  the  United  States  that  gold  has  been  most  readily  obtained.  Tht 
accumulations  in  Russia  have  also  been  drawn  upon  by  other  nations,  but  show  no  such 
diminution  as  has  fallen  upon  the  United  States. 

Influx  and  Efflux  of  Gold  in  Bank  of  England. 
Throughout  Europe,  on  this  showing,  there  was  only  one  immediate  demand  for  gold, 
and  that  was  so  small  in  amount  as  to  have  exerted  no  lasting  if  even  a  temporary 
pressure  on  the  market.  The  exports  from  the  United  States  in  a  single  month  would 
have  met  and  satisfied  it.  The  leading  free  market  for  gold  in  the  world  is  London,  and 
thither  flow  each  week  the  supplies  from  Africa,  Australia,  Egypt  and  Continental 
Europe,  and  thence  are  sent  supplies  to  South  America,  the  East  and  the  Cape,  where 
gold  is  used  in  balances.  The  influx  or  efflux  of  gold  in  the  Bank  of  England  is  the 
best  gauge  of  the  demand  for  or  supply  of  available  gold.  The  movement  for  the  year 
has  been  : 


In. 

Out. 

Balance. 

1894 

£2,105,000 

588,000 

2,411,000 

2,993,000 

£1,172,000 

4,626,000 

1,123,000 

604,000 

+   £933,000 
—   4,038,000 
+   1,288,000 
+   2,389,000 

1895 

January— March 

' 

£8,097,000 

£7,525,000 

+   £572,000 
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This  does  not  give  the  true  effect  upon  the  bank,  for  there  is  a  large  internal  move- 
ment to  be  considered.  The  par  of  exchange  between  London  and  Paris  is  25.22^  ;  with 
Germany  20.43,  and  with  the  United  States  4.867.  A  fraction  above  these  rates  will 
bring  gold  to  London,  and  a  variation  on  the  other  side  will  take  gold  from  London.  In 
the  six  months  July  to  December,  1894,  the  exchange  in  London  on  Berlin  and  Paris 
ruled  low,  and  gold  went  to  these  centres  ;  in  the  succeeding  six  months  the  rates  ruled 
high,  beginning  with  the  month  of  February,  1895.  The  course  of  exchange  with  the 
United  States  can  best  be  studied  from  the  rates  in  New  York  on  London.  Before 
passing  to  this,  attention  may  be  called  to  the  distribution  of  gold  in  the  leading 
State  banks  in  Europe,  of  especial  interest  as  showing  the  remarkable  accumulations. 


Bank. 

June,  1894. 

January,  1895. 

June,  1895. 

Dollars. 

180,355,361 

346,421,803 
50,134,683 

227,606,205 
22,454,031 
21,967,381 
38,532,947 
57,784,200 

294,421,500 

Dollars. 

161,037,736 

402,795,339 
74,228,725 

249,369,193 
26.074,707 
19,903,985 
38,951,466 
56,491,100 

300,539,600 

Dollars. 

180,166,960 

398,795,076 
98,424,963 

261,457,579 
21,310,404 
20,891,885 
38,951,466 
57,842,100 

302,469,600 

Austro-Hungarian 

National,  Italy 

Russia 

THE  REAL  CAUSE  OF  TROUBLE  IN  THE  UNITED  STATES. 

I  have  now  shown  that  throughout  Europe  there  was  no  condition  calling  for  gold 
in  such  quantities  as  could  exert  pressure  on  the  market  and  so  act  upon  the  exchanges  ; 
and  further,  that  gold  was  accumulating  in  European  centres  at  a  rate  almost  unequaled 
in  the  past,  and  apparently  in  defiance  of  a  trade  demand.  No  country  has  experienced 
trouble  in  securing  gold,  and  even  Chili,  asserting  its  wish  to  take  advantage  of  existing 
conditions  to  adopt  a  gold  standard,  offers  a  gold  loan  of  about  $10,000,000,  which  is 
subscribed  many  times  over.  Only  in  the  United  States  were  to  be  met  stress  and 
anxiety  and  most  doleful  predictions  for  the  future.  All  this  points  to  some  local 
causes  requiring  a  special  remedy. 

Indebtedness  to  Foreigners. 

In  any  year  the  United  States  are  indebted  to  Europe  for  a  large  sum  that  has  been 
variously  estimated  from  $100,000,000  to  $350,000,000.  This  item  is  made  up  of  freights, 
money  taken  by  tourists,  interest  on  foreign  capital  invested  here,  etc.  Exactly  what 
the  amount  is  can  hardly  be  determined,  and  many  of  the  estimates  are  so  loosely  con- 
structed as  to  merit  no  confidence  in  their  accuracy.  A  recent  and  very  intelligently 
framed  estimate  places  this  sum  at  $145,700,000,  and,  on  the  evidence  submitted,  it  is 
impossible  not  to  believe  it  is  the  nearest  approach  yet  made  to  solve  the  question.  To 
pay  this  debt,  commodities  must  be  exported,  or  American  securities  given  in  settlement, 
or  gold.  With  the  great  advantages  offered  in  this  country  for  investment  of  capital,  it 
is  not  strange  to  find  us  indebted  each  year  in  a  large  sum  to  foreigners,  or  to  find  certain 
American  securities  obtaining  a  ready  market  in  foreign  money  centres.  Until  1892  it 
was  generally  believed  this  aggregate  of  American  securities  in  foreign  hands  was  each 
year  largely  increasing,  and  after  the  costly  experience  English  and  German  investors 
(and  they  only  have  ventured  largely  in  American  stocks  and  bonds)  had  had  in  South 
American  and  Eastern  paper,  it  was  natural  for  them  to  take  their  capital  where  the  cer- 
tainty of  some  return  was  greater.  Toward  the  end  of  1892,  through  1893  and  during 
the  first  half  of  1894,  large  amounts  of  these  securities  were  thrown  back  upon  us,  lead- 
ing to  depressed  markets,  a  crisis,  and  a  heavy  indebtedness  to  Europe.  The  extent  of  the 
movement  can  not  be  measured,  as  there  is  no  system  by  which  thi3  silent  import  and 
export  of  securities  can  be  ascertained.  To  the  usual  debt  due  to  Europe  in  1893  was 
suddenly  added  a  very  large  sum,  supposed  to  be  between  $200,000,000  and  $300,000,- 
000,  due  for  securities  returned.  This  doubtless  contributed  to  the  exports  of  gold  in 
1893,  but  could  not  have  been  of  lasting  influence  ;  as  confidence  was  soon  in  a  measure 
restored,  and  American  paper  became  once  more  acceptable  in  the  European  markets. 
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Withdrawal  of  Investments. 

Coming  in  a  period  of  unrest,  such  a  demand  added  greatly  to  the  anxieties  and 
general  distrust.  As  the  crisis  for  which  the  beginnings  were  laid  in  1878  was  known  to 
be  impending,  the  foreigner  would  take  no  chances,  but  demanded  gold  ;  while  the 
shrewd  and  far-sighted  business  man  in  the  United  States  also  recognized  the  danger  of 
the  situation,  and  looked  to  gold  for  safety.  A  double  movement  ensued.  Gold  was 
required  on  the  one  hand  for  export,  and  on  the  other  for  banking  reserves  and  even 
personal  hoarding.  The  banks,  free  and  natural  commercial  agents,  have  the  power  to 
obtain  the  metal  and  to  keep  it  ;  but  the  Treasury,  under  its  load  of  paper  obligations, 
•could  neither  easily  obtain  the  metal,  nor  could  it  retain  what  it  did  get  in  the  face  of  a 
rising  demand.  Any  holder  of  a  legal-tender  note  or  of  a  Treasury  note  of  1890  (issued, 
be  it  remembered,  for  the  purchase  of  silver  bullion)  could  demand  gold  for  it  over  the 
Treasury  counter.  These  notes  were  collected  in  great  quantities  to  be  presented  for 
' '  redemption  "  in  a  crisis. 

The  Treasury  gold  was  thus  the  only  stock  which  could  be  easily  obtained  for 
export  or  any  other  purpose.  I  have  already  pointed  out  the  condition  of  this  gold  in 
June,  1894,  and  it  only  remains  to  follow  the  movement  through  the  succeeding  fifteen 
months.  The  fluctuations  in  the  stock  speak  more  plainly  of  what  was  impending  than 
<;an  any  words. 

Gold  in  the  Treasury. 


Months. 


July 

August 

September 

October 

November 

December 

1895 

January  

February 

March 

April 

May  

June 

•July 

August 

September 


Total  Gold  in 

Treasury,  Coin 

and  Bullion. 


$120,922,836  41 
120,885,869  49 
123,665,756  92 
125,613,895  73 
164,350,468  01 
139,606,354  ©5 


97,353. 
138,593. 
139,486. 
139,998. 
147,690. 
155,893. 
155,354, 
149,410. 
143,557. 


767  27 
280  14 
496  08 
153  35 
977  53 
931  46 
06b  79 
926  27 
512  75 


Gold  Cer- 
tificates in 
.Treasury, 
Cash. 


$103,470 
34,730 
55,260 
56,280 
751,370 
58,960 


337,060 
80,100 
84,660 
63,640 
102,390 
88,390 
219,330 
209,820 
103,370 


Gold  Certifi-      Net  Gold  in 
cates   in       Treasury,   Coin 


Circulation. 


$65,947,229 
65,668,969 
64,790,439 
64,252,069 
58,925,899 
53,361,909 


52,647,809 
51,507,769 
48,843,189 
48,751,009 
48,539,569 
48,381,569 
48,117,579 
49,081,089 
50,645,539 


and  Bullion. 


$54,975,607  41 
55,216,900  49 
58,875,317  92 
61,361,726  73 

105,424,569  01 
86,244,445  05 


44,705, 
87,085. 
90,463. 
91,247, 
99,151, 

107,512. 

107,286; 

100,329 
9<J,91l. 


967  27 
,511  14 
,307  08 
144  35 
,408  53 
,362  48 
,48f>  79 
,837  27 
,973  75 


RECOURSE  TO  THE  SALE  OF  BONDS. 

Under  a  heavy  demand  and  rapidly  diminishing  reserve  the  Treasury  had  no  recourse 
but  replenish  its  gold  by  a  sale  of  bonds.  It  could  only  use  the  power  conferred  by  an 
act  passed  nearly  twenty  years  before— the  Act  of  January  14,  1875— when  conditions 
were  entirely  different.  Further,  this  act  was  a  "  resumption"  measure,  and  the  de- 
scription of  the  bonds  was  fixed  in  1870 — a  quarter  of  a  century  ago,  when  the  interest- 
bearing  debt  was  $2,046,455,722,  of  which  $1,765,317,422  were  paying  six  per  cent.,  and 
all  but  $60,000,000  of  what  remained  was  at  five  per  cent.  Under  this  somewhat  anti- 
quated law  the  Secretary  could  sell  at  not  less  than  par,  for  coin,  a  five  per  cent, 
bond,  to  run  ten  years ;  a  four  and  a  half  per  cent,  bond  to  run  fifteen 
years ;  or  a  four  per  cent,  bond  the  life  of  which  was  thirty  years.  For  obvious 
reasons  the  short  term  bond  promised  the  best  results,  and  in  February,  1894,  the  Treas- 
ury gold  was  replenished  by  a  sale  of  $50,000,000  in  five  per  cent,  bonds,  at  such  a 
price  as  to  make  them  yield  to  the  investor  three  per  cent.,  and  thus  netted  to  the 
Government  $58,661,000.  The  reserve  now  stood  at  $106,527,068  (February),  and  at 
once  began  to  flow  out,  as  was  to  be  expected  in  the  spring. 
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Continued  Drain  on  the  Reserve. 

Instead  of  keeping  within  moderate  bounds,  however,  the  outflow  grew  rapidly, 
until  in  June  every  benefit  of  the  loan  had  been  lost,  and  the  demand  was  still  unsat- 
isfied. Throughout  July  the  drain  was  continued,  and  on  August  7  the  Treasury 
could  show  only  $52,189,500  as  a  gold  reserve.  Fortunately  a  short  spell  of  rest  ensued, 
during  which  some  gold  was  obtained  from  the  banks  in  exchange  for  notes 
(the  money  needed  to  move  the  crops  creating  some  demand  for  the  more  convenient 
paper),  and  other  gold  was  received  in  payment  of  dues,  so  that  in  October  the  reserve 
had  reached  $61,361,826.  The  future  was  unpromising,  and  it  was  only  wisdom  to 
repeat  the  loan  of  February.  In  November,  1894,  $50,000,000  of  five  per  cent,  bonds 
were  offered,  bid  for  three  times  over,  and  the  price  taken  yielded  $58,538,500  to  the 
Treasury. 

The  subsequent  events  were  dramatic.  In  November  the  gold  reserve  stood 
at  $105,424,569  ;  in  February,  1895,  less  than  two  months  later,  it  had  fallen  to 
$44,705,967.  A  veritable  run  on  the  stock  had  ensued,  and  less  than  half  of  what 
was  taken  was  for  export.  The  rising  tide  of  an  extreme  silver  agitation,  and  a  remem- 
brance of  the  very  recent  proof  of  want  of  confidence  in  the  ability  of  Government  to 
protect  its  reserve,  gave  occasion  to  belief  that  the  crisis  so  long  anticipated  was  at 
hand.  Evidently  it  was  useless  to  repeat  the  experiences  of  the  February  and  November 
loans,  necessary  and  judicious  as  these  measures  had  been.  It  was  doubtful  if,  in  the 
conditions  then  existing,  a  further  bond  sale  could  be  negotiated  except  at  great  disadvan- 
tage to  the  Government.  Certainly,  there  was  no  assurance  that  the  gold  would  remain 
in  the  Treasury.  Every  circumstance  pointed  to  the  contrary.  The  export  movement 
was  heavy  at  the  very  time  an  import  was  to  be  looked  for ;  exchanges  were  ruling; 
against  the  United  States,  and  in  no  two  months  had  such  heavy  demands  for  gold  been 
made  on  the  Treasury.  All  this  indicated  an  actual  "  panic,"  and  every  dollar  of  gold 
taken  from  the  Treasury  aggravated  the  crisis,  and  produced  a  ''moral"  effect 
that  was  harmful  to  a  degree.  Congress  was  appealed  to  and  the  crisis  fully  explained, 
but  refused  to  give  any  assistance  ;  and  the  Treasury,  struggling  against  a  deficit,  and 
apparently  weakened  beyond  repair,  was  left  to  its  own  resources.  In  the  darkest 
days  of  the  Civil  War,  the  credit  of  the  nation  never  received  such  a  blow  as  threatened 
it  in  the  first  week  of  February,  1895. 

THE  BOND  SYNDICATE. 

A  remarkable  transaction,  unequaled  in  my  belief  in  financial  history,  was  entered 
upon.  On  February  8  an  agreement  was  concluded  with  a  syndicate  by  which  3,500,000 
ounces  of  gold  were  to  be  purchased  by  an  issue  of  $62,317,500  in  "coin" 
bonds.  As  an  ounce  of  gold  was  valued  under  this  arrangement  at  $17.80£,  while 
the  true  value  was  $18.60|,  the  difference  represented  the  premium  paid  for  the  four  per 
cent,  bond,  making  the  price  of  the  bond  $104.49.  For  the  $62,317,500  bonds  issued  gold 
to  the  value  of  $65,117,500  was  obtained.  At  least  one-half  of  the  gold  was  to  be  bought 
in  from  abroad,  and  the  Government  reserved  the  right  to  substitute  a  three  per  cent, 
gold  bond  for  the  four-thirties — an  operation  which  would  save  $16,174,770  in  interest. 
But  the  issue  of  a  three  per  cent,  bond  required  the  authority  of  Congress  ;  and  as  that 
body,  with  a  wisdom  that  needs  no  characterization,  refused  to  give  the  authority,  the 
substitution  could  not  be  made.  The  original  agreement  therefore  remained  unchanged, 
and  its  merits  must  be  determined  and  measured  by  the  effects  it  produced  upon  the 
Treasury  reserve  and  upon  the  public  mind. 

It  may  be  staled  at  the  outset  that  the  task  undertaken  by  the  syndicate  had  more 
factors  opposed  to  its  success  than  were  in  its  favor.  The  experiment  was  a  novel  one, 
and  not  since  1860  had  any  studied  attempt  been  made  to  regulate  foreign  exchanges 
in  such  a  manner  as  to  prevent  a  movement  of  gold  in  itself  natural  and  to  all  appear- 
ances inevitable.  The  getting  of  the  gold  was  a  simple  business  transaction  ;  but  the 
retention  of  it  in  the  Treasury  was  a  complex  and  tentative  performance,  having 
important  political  as  well  as  economic  features.     The  summer  months  would  naturally 
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call  for  an  export  of  gold,  as  in  many  years  past ;  and  it  was  assured  this  export  must 
fall  upon  the  Treasury  holding. 

The  excited  condition  of  money  circles,  kept  alive  by  the  sudden  disappearance  of 
the  proceeds  of  the  bond  sale  of  November,  and  made  even  more  sensitive  and  fearsome 
by  the  attitude  of  Congress,  was  the  greatest  obstacle  to  success,  for  it  had  found  expres- 
sion in  the  rapid  presentation  of  notes  in  unprecedented  quantities  for  redemption  in 
gold.  It  was  necessary  to  allay  the  panic  already  in  sight,  and  to  so  play  upon  exchanges 
as  to  render  an  export  of  gold  unnecessary  or  of  small  amount.  The  Treasury  was 
powerless  to  do  either.  The  announcement  of  a  sound  financial  policy  was  insufficient  in 
the  want  of  authority  to  act  up  to  it.  To  urge  such  a  policy  upon  Congress,  only  to  be 
met  with  a  flat  refusal,  was  not  calculated  to  restore  confidence,  for  the  deed  impressed 
the  people  more  than  the  will.  As  a  department,  the  Treasury  can  act  only  with  the 
law,  and  nothing  was  more  clearly  proven  than  the  inefficacy  of  existing  legislation  to- 
afford  even  a  partial  relief. 

To  call  in  such  assistance  as  best  promised  to  give  relief  was  good  policy,  and  has 
been  justified  by  the  results.  What  these  results  are  may  be  summarized  as  follows  : 
restoration  of  confidence,  the  Treasury  reserve  maintained,  and  little  exports  of  gold  in 
spite  of  exchange  rates  that  would  permit  them.  On  the  first,  there  is  little  need  of 
proof,  as  it  is  apparent  on  all  sides.  Of  the  second,  the  following  table  showing 
the  "  redemptions  "  for  gold  is  conclusive,  and  proves  the  immediate  effect  produced  by 
the  February,  1895,  negotiations.  Let  the  summer  months  of  1895  be  set  against  the 
summer  months  of  1894,  and  the  altered  situation  becomes  at  once  apparent. 

KEDEMPTIONS  IN  GOLD,* 


United  States 
Notes. 

Treasury  Notes 
or  1890. 

Total. 

Exports  op 
Gold. 

e 

1894. 

$118,841 
10,982,624 
2,266,426 
6,072,042 
25,131,412 
20,708,492 

$237,515 
8,210,730 
1,194,766 
1,594,085 
1,409,670 
1,461,401 

$356,356 

19,193,354 

3,461,192 

7,666,127 

26,541,082 

22,169,893 

$1,279,437 
3,209,317 
4,020,633^ 

11,723,771 

March 

27,406,801 

23,280,220- 

•$65,279,837 

$14,108,167 

$79,388,004 

$70,920,179 

July    

$13,367,864 
4,209,853 
636,031 
2,542,719 
7,085,133 
30,819,622 

$555,511 
531,560 
300,487 
505,171 
714.614 

1,087,599 

$13,923,375 
4,741,413 
936,518 
3,047,890 
7,799,747 
31,907,221 

$14,230,201 
5,118,051 

237,477 

October 

November 

1,082,814 

428,213 

9,802,289 

$58,661,222 

$3,694,942 

$62,356,164 

$30,899,745 

1895. 

$43,415,283 
4,784,907 
809,495 
733,525 
734,747 
644,6*1 

$1,702,455 
776,045 
279,590 
284,046 
431,725 
401,345 

$45,117,738 
5,560,952 
1,089,085 
1,017,571 
1,166,479 
1,045,966 

$25,929,828 
1,565,194 
3,126,094 
2,893,610 

March 

May 

1,585,071 

131,041 

$51,122,578 

$3,875,206 

$54,997,784 

$35,231,438 

Rate  op  Exchange  and  Influence  op  Syndicate. 
Finally,  as  to  the  rate  of  exchange ;  although  it  has  ruled  high,  little  gold  has  gone 
out  of  the  country.  The  markets  have  been  well  supplied  with  bills  by  the  syndicate- 
whenever  the  export  of  gold  was  imminent,  and  the  success  attained  in  thus  manipulat- 
ing or  regulating  the  exchanges  points  to  a  source  of  power  hitherto  regarded  as  among 
the  impossibilities.  In  April,  May  and  June,  1894,  the  United  States  lost  $45,000,000  of 
gold  ;  in  the  corresponding  months  of   1895,  the  country  gained  $7,242,963.     Before 
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February  the  tendency  of  gold  was  from  London  to  the  Continent ;  and  to  London  from 
the  United  Stales;  after  that  month  the  current  was  changed,  the  gold  tended  toward 
London  from  the  Continent,  hut  not  from  the  United  States.  Was  it  more  than  a  mere 
coincidence,  and  is  it  not  reasonable  to  believe  that  the  operations  of  the  syndicate  influ- 
enced the  exchanges  among  the  nations  of  Europe  by  its  control  of  exchange  in  the 
United  States  ?  In  the  first  six  months  of  1895  exchange  on  London  has  been  more  in 
favor  of  that  centre,  and  against  the  United  States,  than  it  had  been  in  the  corresponding 
months  of  1894  ;  yet  there  have  been  the  small  exports  of  $75,000  in  1895  to  London  in 
the  three  months  of  March,  April  and  May,  1895,  against  $13,737,500  in  the  same  months 
of  1894.  Not  a  dollar  of  gold  is  recorded  in  these  months  of  1895  as  going  to  France  and 
Germany;  but  in  1894  France  received  $14,200,000,  and  Germany  $26,600,000.  Cer- 
tainly such  comparisons  vindicate  the  policy  of  the  Government,  prove  the  success  of  the 
syndicate,  and,  when  carefully  studied,  convey  some  idea  of  the  novelty  and  magnitude 
of  the  experiment.  The  profits  of  the  syndicate  must  be  measured  by  the  risks  it- 
assumed.  Few  were  so  bold  in  February  to  predict  a  successful  issue  ;  there  should  be 
few  in  July  to  carp  at  the  agreement,  or  to  cry  out  that  any  sum  was  too  great  to  pay 
for  the  maintenance  of  national  faith  and  the  restoration  of  confidence. 

The  Contract  and  Work  of  the  Syndicate. 

The  final  payment  into  the  Treasury  by  the  syndicate  on  the  original  contract  was 
made  in  the  last  week  of  June,  and  left  the  Treasury  gold  on  June  30  at  $107,512,362, 
or  higher  than  at  any  monthly  period  since  January,  1893.  With  that  payment  the 
"  contract"  was  virtually  closed,  and  the  immediate  connection  of  the  syndicate  with  the 
Government  was  terminated.  The  requirements  of  the  terms  of  the  contract  had  been 
fully  met,  except  in  the  unimportant  item  of  making  half  the  deposit  in  foreign  gold. 
The  development  of  the  financial  situation  made  this  requirement  as  unnecessary  as  it 
might  prove  mischievous,  for  every  ounce  of  gold  obtained  from  abroad  constituted  an 
additional  obligation  which  must  be  settled  at  some  later  time.  The  immediate  object 
had  been  attained  ;  the  Treasury  reserve  of  gold  was  above  the  $100,000,000  mark. 

The  plan  of  the  syndicate  involved  such  operations  as  should  render  unnecessary  a 
heavy  export  of  gold  during  the  summer  months.  To  accomplish  this  end  only  two 
modes  could  be  considered  ;  (1)  to  meet  the  local  needs  for  exchange,  and  (2)  to  sell 
American  securities  abroad  in  such  amounts  as  would  offset  the  necessity  for  exporting  gold 
in  settlement  of  this  exchange.  From  one  point  of  view  this  was  only  meeting  natural 
influences  with  natural  forces  to  suspend  or  modify  their  action  ;  from  another,  it  was  an 
unnatural  condition,  created  in  the  expectation  of  postponing  for  a  time  the  settlement  of 
foreign  balances.  Could  the  summer  months  be  tided  over,  and  the  regular  outward 
movement  of  gold  deferred  or  made  less  than  the  average,  that  operation  would  tell 
greatly  in  favor  of  confidence.  When  the  crops  began  to  move,  and  bills  for  cotton, 
wheat  and  other  exported  produce  came  into  the  market,  the  demand  for  gold  to  be 
exported  would  cease,  for  these  bills  are  able  in  a  normal  year  to  satisfy  the  needs  of  the 
exchange  market,  and  turn  the  rates  of  exchange  in  favor  of  the  United  States.  The 
coming  forward  of  the  crops  could  be  anticipated,  and  exchange  sold  against  this  move- 
ment to  be  liquidated  when  the  exports  of  produce  began  ;  or  the  securities  of  American 
corporations  could  be  sold  in  Europe,  as  were  one-half  of  the  bonds  issued  to  the  syndicate, 
and  exchange  drawn  against  the  sales.  From  February  to  the  end  of  July  these  measures 
proved  efficient,  and  would  further  have  proved  efficient  but  for  an  unforeseen  contingency 
— the  delayed  movement  of  the  crops,  which  did  not  begin  till  nearly  three  weeks  after 
the  usual  time,  and  then  proceeded  so  slowly  as  to  have  little  effect  on  the  exchange  rates. 
Some  bankers  had  sold  exchange  in  the  expectation  of  settling  in  commercial  bills  on 
exported  produce,  and  now  found  the  market  almost  bare  of  such  bills ;  they  demanded 
bills  or  gold,  and  the  rates  of  exchange  moved  upward. 

In  the  week  ending  July  13  the  rates  of  foreign  exchange  showed  the  "highest 
points  of  the  year  for  nominal  rates,  while  those  for  actual  business  in  long  and  short 
sterling  have  been  the  highest  on  record.     Prime  commercial  sterling  is  quoted  at  higher 
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rates  than  sixty-day  bankers'  bills  ruled  at  during  the  latter  part  of  April,  when  exchange^ 
was  at  the  highest  points."  The  publication  a  few  days  later  of  the  preliminary  returns 
of  the  foreign  commerce  of  the  United  States  for  the  fiscal  year  created  some  uneasiness, 
as  the  result  showed  an  excess  of  exports  of  merchandise  and  silver  over  imports  to  the 
value  of  $102,024,254,  and  yet  an  excess  of  exports  of  gold  over  imports  of  $30,984,449. 

London  Exchange  on  New   York,    January-June,  1895-1894. 
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Mates  of  Exchange  at  New  York,  and  Net  Movement  of  Gold,  Jan.,  1894,  to  June,  1895. 


Month. 


January . . 
February.. 

March  

April 

May 

June 

July 

August 

September. 
October  . . . 
November. 
December.. 

1895. 
January . . . 
February . . 

March 

April 

May 

June 


Great  Britain. 


Exchange  on 
London. 


4.84      @.  4.85 
4.85V6  @  4.86 

4.87^  @ 

4.87^  @  4  88 
4.88      @  4.88^ 
4  88      @  4.88^ 
4.87^  @>  4.88 
4.88     ©4.88}^ 
4.85^  @  4.86 
4.b6^  @  4.87J4 

4.87V£  @  

4.87^  ©  4.88 


4.88>$  @  

4.88      (&4~- 

4.88  @  4.88 
4.8SU  ©  4 
4.88H  1   4 

4.89  @  - 


H 


Import  (+) 

or  export  (— ) 

of  gold. 


+  $338,547 

+  202,522 

—  1,147,000 

—  3,146,195 

—  7,964,470 

—  1,611,800 
+  46,910 

—  247.533 


+      973,301 
+        15,080 

—   7,776,146 


4,554,588 
3,128,974 
•898,300 
2,957  337 
1,195,584 


France. 


Exchange  on 
Paris. 


5.20  @  5.19% 
5  19%  @  5.183$ 
5.17^@  5.16% 


5.17^ 
5.16% 
5.16% 
5.17 


5.17 


5.16% 
5.16J4 
5.I6I4 
5.16% 
5.16^ 


}4  @  5.16% 
%  @  5.16% 
5.19%  ©  5.18M 
5.19%  @,  5.18M 
5.17^®  5.16% 
5.16%  @  5.16«4 


5.16%  @  5.16^ 
5.16^  @  5.15% 
5.17tf  @.  5.16% 

5.16%  @  

5.16%  @  5.16,% 
5.16H  ®  5.15& 


Import  (+) 
and  export 
(— ;  of  gold. 


+  $1,165,527 

—  863,585 

—  5,103,539 

—  296,496 

—  5,065,595 

—  4,781 ,73 1 

—  3,485,000 

—  64,000 
+  5,790 

—  77,000 

—  7,283,000 

—  10,504,563 

—  861.358 
+  2,289,185 
+  2,443,922 
+  1,5*8,340 


Germany. 


Exchange 

on 
Frankfort. 


9454  @  94% 
94^|  @  95 
95%  @  95M 
95W  @  95% 


95%  («)  95U 
95%  @  95  ft 
95%  @  95  M, 
95  @  95% 
9SJ4  @  CJ5% 
95/B  @  95^ 
95%  @  9534 

95  ft  @  95^ 
95^  @  95% 
95J4  @  95T6B 

96  ft  @  95^ 
96ft  @  95% 


Import  (+> 
and  export 
(-)  of  gold. 


+  $88,237 

+  144,750 

+  149,204 

+  2,200 

—  11,482,566 

—  13,984,499 

—  4,958,112 

—  1,100,100 


—  973,200 
+  50 

—  2,250,000 

—  5,365,654 
+  56,742 
+  987,910 
+  131,240 

+  39 


Rate  of  exchange  is  that  for  the  first  Friday  of  the  month.    The  quotation  on  London  is  for  "  Prime 
bankers  Sterling  bills." 

This  could  not  be  explained  by  trade  conditions.  In  1894  there  was  an  apparent 
balance  in  merchandise  and  silver  in  favor  of  this  country  of  $275,000,000,  and  not  gold 
sufficient  came  in  to  offset  the  exports.  In  two  years  we  had  exported  $377,000,000  more 
than  had  been  imported,  and  gold  had  gone  out  to  the  amount  of  $35,500,000.  Clearly 
the  trouble  was  financial,  not  commercial. 

At  the  end  of  July  the  situation  of  the  exchange  market  was  strained.      The  syndi- 
cate had  sold  exchange  freely  to  such  as* needed  it,  but  had  not  met  all  the  demand. 
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There  followed  some  demand  for  gold,  and  in  the  week  ending  August  3  an  export  of 
some  moment  was  made,  the  gold  being  taken  from  the  Treasury.  The  export  contin- 
ued under  this  pressure  for  exchange,  but  the  syndicate  coming  forward,  deposited  gold 
in  the  Treasury,  and  thus  maintained  the  reserve  at  or  near  the  full  point.  In  the  month  of 
July,  $3,826,795  in  gold  was  taken  from  the  Treasury  ;  in  August,  $16,563,627,  and  in 
September,  $19,847, 754.  Yet  the  Treasury  reserve  was  $107,512,362  at  the  end  of  June, 
and  $92,911,973  at  the  end  of  September,  having  lost  nearly  $15,000,000,  though  the 
withdrawals  of  gold  through  the  redemption  of  notes  had  been  more  than  twice  as  great. 
Over  and  above  the  terms  of  their  contract  the  syndicate  had  deposited  gold  to  such  an 
extent  as  to  leave  the  Treasury  in  a  safe  position,  and  thus  maintain  public  confidence,  in 
the  face  of  a  demand  which  might  easily  have  developed  into  a  crisis  through  the  ex- 
aggerated fears  of  the  timid.  This  was  in  itself  a  great  gain  and  had  been  very  cheaply 
purchased  by  the  Government.  The  widespread  disturbance,  financial  and  commercial, 
which  would  otherwise  have  been  precipitated,  is  one  of  the  heaviest  penalties  the  body 
social  can  suffer  for  "  playing "  with  the  circulating  medium;  and  the  effects  are  not 
only  felt  for  a  year,  but  for  a  generation.  In  • '  sound  money  "  alone  is  safety  to  be  found. 
In  the  last  three  months,  then,  there  was  a  slight  recurrence  of  gold  exports,  readily 
^explained  and  due  to  natural  causes.  In  July  the  net  exports  were  $3,296,067 ;  in 
August,  $15,133,175,  and  in  September  $16,674,609,  making  a  total  of  $35,103,851. 
At  this  writing  (October)  the  situation  has  changed.  Crops  are  coming  forward,  com- 
mercial bills  are  "making"  exchange,  and  the  rates  of  foreign  exchange  have  fallen 
below  the  exporting  point  of  gold.  The  crisis  has  been  met,  its  action  modified  and  the 
-elements  of  safety  now  outnumber  those  of  danger  Asa  financial  operation,  the  assist- 
ance obtained  by  the  Government  from  the  syndicate  has  been  great  in  the  immediate 
results — incalculably  great  in  its  indirect  results. 

THE  PROBLEM  NOT  YET  SOLVED. 

So  far  as  the  Treasury  is  in  question,  the  problem  has  been  solved  only  for  a  time,  and 
it  must  again  come  up  for  a  determination.  The  fear  of  silver  excess  is  removed  by  the 
repeal  of  the  purchase  acts  and  by  the  waning  of  the  silver  movement.  Agitation  there 
will  always  be,  at  home  and  abroad,  until  some  international  agreement  either  "  makes  a 
place  "  for  silver  on  some  basis,  or  proves  the  impossibility  of  any  general  experiment 
in  favor  of  that  metal.  One  great  source  of  anxiety  has  thus  been  set  aside,  and  need  not 
agaiu  be  introduced,  unless  either  party  again  "  compromises  "  with  silver.  There  remain 
other  factors  of  mischief.  So  long  as  the  business  of  issuing  a  credit  paper  circulation 
is  performed  by  the  government,  and  this  has  become  by  act  of  Congress  and  by  decision 
of  the  Supreme  Court  a  recognized  part  of  the  financial  system,  so  long  must  a  reserve  be 
kept  against  that  issue.  It  must  further  be  a  reserve  far  larger  than  any  ordinary  banking 
concern  carries,  and  even  were  it  three  times  the  present  amount,  it  would  still  be  too 
small  for  reasonable  safety.  Ricardo  believed  he  had  devised  a  circulation  which 
would  need  only  five  per  cent,  in  specie  to  preserve  its  credit  and  redeemability.  The 
national  banks  are  required  by  law  to  maintain  a  "reserve"  equal  to  25  per  cent,  of 
their  circulation  and  deposits ;  but  the  Treasury  finds  one  of  nearly  29  per  cent, 
unsatisfactory.  In  ordinary  times  the  limit  of  Ricardo  would  be  sufficient,  for  specie 
enters  into  the  settlement  of  balances  to  an  even  less  proportion  than  in  his  day  ;  so 
the  waste  of  keeping  29  per  cent,  is  great,  and,  as  it  is  now  kept,  constitutes  a  demand 
for  gold  by  the  side  of  which  the  demands  of  Europe  are  small  and  easily  satisfied. 

The  amount  of  gold  in  the  country  was  estimated  to  be  on  July  1,  1894,  $627,- 
293,201,  of  which  $131,316,471  were  in  the  Treasury;  $190,635,167  in  the  national 
banks,  and  $305,341,563  in  the  private  banks  and  in  the  hands  of  individuals.  The 
banks  may  command  what  gold  they  wish,  as  they  are  free  to  so  discount  as  to  bring 
gold  to  them  when  needed.  A  private  individual  is  also  free  to  buy  or  sell  gold 
according  to  bis  need,  and  it  is  safe  to  say  his  needs  will  not  be  large  save  in  a  period 
of  uncertainty.  But  the  Treasury  has  not  this  command  over  its  gold  ;  it  is  obliged 
to  "redeem"  on  call  its  notes,  and  this  process  is  anything  but  redemption.  A  demand 
note  is  paid  in  gold,  and,  instead  of  being  canceled  as  paid,  retains  its  full  quality  as 
,a  demand  note,  and  as  such  again  enters  into  circulation  to  be  again  "redeemed  "  for 
gold.  A  legal-tender  or  a  Treasury  note  of  1890  is  considered  to  be  as  good  as  gold, 
and  is  sc  just  as  far  as  the  Treasury  has  gold  to  meet  it.  They  are  held  by  the  banks 
as  reserve,  and,  when  a  demand  for  gold  arises,  they  are  presented  at  the  Treasury 
counters,  as  the  experience  of  the  last  two  years  proves  ;  the  legal-tender  and  Treasury 
note  are  thus  a  standing  charge  against  the  gold  reserve.  Both  forms  should  be 
retired. 

Location  of  Currency  Inflation. 

In  July,  1878,  the  condition  of  the  currency  in  circulation  was  what  it  had  become 
through  war  legislation.  Nearly  equal  amounts  of  "  greenbacks  "  and  national  bank 
notes,  a  little  gold  circulating  on  the  Pacific  coast,  and  fractional  currency  and  subsidi- 
ary silver,  gave  a  total  of  $729,132,634.  The  "  fiat  "  money  agitation  had  been  met  and 
3  the  resumption  of  specie  payments  assured.     There  was  a  greater  quantity  of  money  in 
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circulation  than  at  any  time  since  the  country  had  been  flooded  with  notes  of  state 
banks,  and  greater  than  had  been  needed  to  carry  on  the  exchanges  through  the  years 
of  kiteflying  and  speculation  which  ended  in  the  panic  of  1873.  In  short,  the  circula- 
tion had  been  tested  in  fair  weather  and  in  foul,  and  found  not  wanting. 

In  July,  1895,  there  was  a  total  circulation  of  $1,604,131,968,  composed  of  the  fol- 
lowing elements  : 

-Gold  and  gold  certificates $528,656,626  00 

Silver  dollars  and  certificates 371,714,914  00 

Legal-tender  notes 265.109,456  00 

Treasury  notes  of  1890 115.978,708  00 

National  bank  notes 207,047,546  00 

Subsidiary  silver 60.219.718  00 

Currency  certificates 55,405,000  00 

Total $1,604,131,968  00 


The  increase  in  the  gold  since  1879  is  ample  proof  that  the  country  can  obtain  that 
metal  in  any  needed  quantity  under  natural  conditions.  The  mere  increase  in  that 
element  of  the  currency  would  have  been  sufficient  to  meet  all  the  demands  of  trade.  In 
1879  the  average  daily  clearings  at  New  York  were  $82,015,540.  They  touched  a  maxi- 
mum in  1881  with  $159,232,191.  In  no  year  since  has  there  been  such  activity,  and 
what  was  sufficient  currency  in  1881  should  have  been  sufficient  in  1894  to  meet  every- 
thing except  the  extraordinary  demands  in  the  spring  and  fall.  The  circulation  of  1881 
($1,114,238,119)  represented  an  increase  of  more  than  50  per  cent,  over  the  money  of 
1878,  and  it  accomplished  more  than  twice  as  great  exchanges  as  $1,660,808,708,  an  in- 
crease of  50  per  cent,  over  the  circulation  of  1881,  accomplished  in  1894. 

Dangerous  experiments  may  be  made  in  currency  without  immediately  entailing  the 
expected  results.  If  it  be  granted  that  the  silver  circulation  (standard  dollars  and  silver 
certificates)  has  been  absorbed  by  the  country  without  disturbance,  the  same  concession 
cannot  be  made  to  the  Treasury  notes  of  1890.  The  silver  certificate  replaced  the 
retiring  national  bank  notes ;  with  gold  it  has  supplied  whatever  real  need  there  has 
been  for  additional  circulation  ;  it  has  in  part  found  legitimate  work  to  do.  Not  so 
the  Treasury  notes.  Issued  in  payment  of  pig  silver,  redeemable  in  gold  on  demand, 
it  has  been  a  vagrant  paper,  turning  up  only  when  it  can  do  mischief,  and  with  the 
greenback  constitutes  a  menace  to  the  gold  reserve  of  the  Treasury.  With  the  first 
issue  of  that  form  of  note  gold  began  to  go  out  of  the  Treasury.  In  the  trying  months 
of  1893  $29,000,000  were  presented  for  redemption  in  six  months,  and  since  October, 
1891,  when  the  first  exchange  for  gold  was  made,  the  redemption  had  amounted  to 
$76,000,000,  or  one-half  the  total  issue.  Every  note  issued  under  this  law  of  1890 
wras  uncalled  for  ;  every  note  in  circulation  is  a  source  of  danger,  and  the  entire  issue 
should  be  suppressed.  Nor  is  there  any  more  excuse  for  the  continuance  of  the 
legal-tender  note.  The  chief  claim  made  in  its  favor  is  that  it  constitutes  a  loan  to  the 
government  without  interest.  It  has  necessitated  the  keeping  of  a  reserve,  which  exists 
as  idle  capital,  and  it  is  the  idle  instrument  for  taking  gold  from  the  Treasury. 

Had  every  note  redeemed  in  gold  since  the  resumption  of  specie  payment  been 
canceled,  as  it  should  have  been,  less  than  $40,000,000  of  this  form  of  note  would  be 
in  existence.  In  other  words,  the  country  has  paid  more  than  $306,000,000  in  gold 
on  these  notes,  and  instead  of  being  credited  for  that  payment,  still  finds  itself  indebted 
to  the  amount  of  the  full  issue,  $346,000,000. 

As  a  mere  charge  against  the  government  the  legal  tender  represents  an  indebted- 
ness since  1879  of  more  than  $650,000,000.  Further,  it  violates  what  h  an  estab- 
lished principle  of  government  finances,  as  with  the  Treasury  note  of  1890,  it  con- 
stitutes under  existing  laws  a  perpetual  debt.  The  entire  debt  of  the  country  is 
$1,729,000,000,  of  which  $500,000,000  is  a  debt  which  has  no  time  of  maturity,  and  is 
not  payable  at  the  option  of  the  United  States.  If  the  legal-tender  and  Treasury  notes 
of  1890  be  taken  out  of  the  circulation  the  aggregate  money  in  circulation  would  still  be 
greater  than  it  was  in  1886.     There  is  nothing  radical  in  such  a  measure. 

Treasury  Reserve. 

The  intimate  connection  between  this  problem  of  the  legal-tender  and  Treasury  note 
circulation  and  the  gold  in  the  Treasury  needs  no  explanation.  With  a  larger  cash  bal- 
ance in  the  Treasury  than  at  any  time  since  July,  1891,  the  main  constituent  is  paper, 
and  gold  is  retained  with  uncertainty  and  difficulty  whenever  a  moment  of  anxiety  inter- 
venes. This  fact  is  brought  out  in  the  diagram,  which  shows  the  cash  balance  and  the 
net  gold  in  the  Treasury  at  the  beginning  of  each  quarter  since  July,  1891.  The  pur- 
chase of  gold  by  the  issue  of  bonds  or  by  the  exchange  for  legal  tenders  is  reflected  in 
the  lines  ;  but  every  legal-tender  note  so  issued  creates,  as  it  were,  a  lien  against  the 
gold,  for  it  may  be  presented  at  any  time  for  redemption.     And  in  the  natural  process 
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of  currency  reduction,  or  an  attempt  at  currency  reduction — that  protest  against  inflation 
which  is  implied  in  the  continued  redemption  of  notes — it  is  only  gold  that  goes  out  of 
the  Treasury  and  country.  Nobody  will  export  silver  coin,  because  the  artificial  value 
conferred  by  the  legal  tender  makes  them  of  greater  value  here  than  in  any  other  country. 
Even  the  demand  for  silver  in  the  arts  cannot  affect  the  supply  of  coin,  as  the  coin  melted 
is  worth  nearly  50  per  cent,  less  than  the  coin  itself.  The  quantity  of  silver  coin  will 
remain  as  it  is  ;  the  amounts  of  legal-tender  and  Treasury  notes  issued  are  invariable, 
for  the  cancellation  of  the  latter  is  done  under  conditions  which  make  it  unusual.  It  is 
gold  and  the  national  bank  notes  which  constitute  the  elastic  elements  of  the  currency. 
With  gold  on  the  point  of  export  at  every  flurry,  and  with  the  difficulty  of  increasing 
the  national  bank  circulation,  it  is  easy  to  recognize  the  weak  points  of  our  currency 

CHART   SHOWING   CASH   BALANCE   AND   NET   GOLD   IN   TREASURY   SINCE    1891.* 
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system.  These  weak  points  affect  the  position  of  the  Treasury  directly,  and  even  more 
indirectly,  by  obliging  it  to  incur  new  indebtedness  to  make  good  its  weakness  as  a  bank- 
ing institution. 

THE  NEEDS  OF  THE  TREASURY. 

But  if  these  government  issues  are  to  be"  continued,  the  Treasury  should  have 
ample  power  to  maintain  a  reserve  for  redeeming  them.  No  government  is  safe  unless 
it  has  at  command  a  revenue  equal  to  the  necessary  and  ordinary  expenditures,  and  as 
a  corollary,  a  revenue  that  is  sufficiently  elastic  to  expand  to  meet  an  extraordinary 
demand,  or  to  contract  so  as  to  take  only  what  is  needed  from  taxpayers.  To  leave 
it  exposed  to  a  condition  approaching  destitution,  and  to  so  jealously  guard  its  borrow- 
ing power  as  to  allow  only  a  disadvantageous  and  usurious  loan  in  a  time  of  want, 
are  surely  outcomes  of  an  inexperienced  and  shortsighted  policy.  Such  had  been  the 
national  revenues  that  "deficit"  legislation  has  been  an  almost  unknown  element,  and 
what  laws  were  on  the  statute  books  had  been  framed  to  meet  such  conditions  as 
resumption  of  specie  payments,  refunding  of  the  debt,  and  paper  certificates  issued  on 
specie  reserves.  After  years  of  an  overflowing  Treasury,  a  deficit  was  created  almost 
intentionally  it  might  seem,  by  destruction  of  revenue,  and  a  reckless  increase  of 
expenditure.  I  have  shown  how  the  Treasury  was  obliged  to  have  recourse  to  a  bond 
issue  framed  in  1870  ;  and  the  gold  purchased  in  February,  1895,  was  under  the  author- 
ity of  a  law  enacted  in  1862,  a  year  when  the  financial  policy  of  the  government  offers 
much  more  for  blame  and  severe  criticism  than  for  praise  and  imitation.  In  its 
necessity  the  Treasury  cannot  issue  a  temporary  note— answering  to  the  exchequer  bill 
of  Great  Britain  or  the  bons  de  tresor  of  France — a  convenient  instrument  of  finance, 
and  not  capable  of  abuse  where  publicity  of  operations  is  as  great  as  with  the  United 
States  Treasury.  Some  such  instrument  should  be  placed  at  the  disposition  of  the 
Treasury,  and  until  a  permanent  system  of  financial  management,  better  suited  to  the 
times,  is  devised. 


*  This  chart  is  here  used  by  courtesy  of  BradstreeVs. 
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INTRODUCTION. 

This  pamphlet  is  designed  to  meet  the  needs  of  those  who  wish  to  have  at  hand  in 
compact  form  the  most  reliable  statistics  available  upon  currency  topics.  The  strict  lim- 
itation of  space  is  responsible  for  the  omission  of  statistics  upon  many  points  which  might 
otherwise  have  been  included  ;  but  it  is  hoped  that  the  references  to  other  sources  may 
more  than  compensate  for  any  lack. 

General  attention  is  directed  to  the  statistical  publications  of  the  United  States, 
which,  aside  from  being  the  main  basis  of  this  compilation,  are  the  works  most  likely  to 
afford  information  upon  details  of  the  currency  question  not  possible  to  be  included 
here.* 

BANKS. 
Number,  Capital,  Circulation,  Deposits,  etc.,  of  National  Banks,  1863-1895. 


Number 

of 
Banks. 

Capital. 

Surplus. 

Circula- 
tion. 

Loans. 

Depos- 
its. 

Reserve. 

OOTOBBR. 

Legal 
Tenders. 

Specie. 

Year. 
1863 

66 
508 
1,513 
1,644 
1,642 
1.643 
1,617 
1,615 
1,767 
1,919 
1,976 
2,034 
2,088 
2,089 
2,080 
2,053 
2,048 
2,090 
2,132 
2,269 
2,501 
2,664 
2,714 
2,852 
3,049 
:%140 
3,290 
3,540 
3,677 
3.773 
3,781 
3,755 
3,712 

Millions. 
$7.2 
86.8 
393.2 
415.5 
420.1 
420.6 
4*6.4 
430.4 
458.8 
479.6 
491.1 
493.8 
504.8 
499.8 
479.5 
466.1 
454.1 
457.6 
463.8 
483.1 
509.7 
524.3 
527.5 
548.2 
578.5 
592.6 
612.6 
650.4 
677  4 
683.6 
678.5 
668.9 
657.1 

Millions. 

$2 '.6 
38.7 
53.4 
66.7 
78 
86.2 
94.1 
101. 1 
110.3 
120.3 
129 
134.4 
132.2 
122.8 
116.9 
114.8 
120.5 
128.1 
132 
142 
147.1 
146.6 
157.2 
173.9 
185.5 
197.4 
213.6 
2*7.6 
233.9 
246.7 
245  2 
246.4 

Millions. 

$45^2 
171.3 
280.3 
293.9 
295.8 
293.6 
291.8 
315.5 
333.5 
3-9.1 
333.2 
318.3 
291.5 
291.9 
301.9 
313.8 
317.3 
320.2 
314.7 
310.5 
289.8 
268.9 
22S.7 
167.3 
151.7 
128.4 
122.9 
131.3 
143.4 
182.9 
172.3 
182.5 

Millions. 
$5.5 

93.2 

487.2 

603.3 

609.7 

657.7 

682.9 

715.9 

831.6 

877.2 

944.2 

954.4 

984.7 

931.3 

S91.9 

834 

878.5 

1,041 

1,173  8 

1.243.2 

1,309.2 

1,245.3 

1,306.1 

1,451 

1,587.5 

1,684.2 

1817.3 

1,986.1 

2,005.5 

2,171 

1,843.6 

2,007.1 

2,041 .8 

Millions. 

$8.5 

122.2 

549 

598 

568.2 

603.1 

523 

512.8 

6-J6.8 

625.6 

688.6 

C80.3 

675.4 

662.4 

626.7 

665.2 

734.2 

884.4 

1,083.1 

1,134  9 

1,U63.6 

989.3 

1,116.6 

1,189.5 

1,274.7 

1,403.4 

1,522 

1,594.2 

1,608.6 

1,779.3 

1,405.4 

1,72.2 

1,715.2 

Millions. 

$1.4a 

44.8a 

190 

205.8 

100.6 

92.5 

83.7 

79.3 

109.4 

111.8 

113.1 

112.8 

125.8 

113.4 

99.3 

V7.1 

96 

64.3 

59.9 

71.9 

80.6 

91.2 

83.5 

68.7 

79.9 

90 

99.7 

86.7 

113.8 

118.3 

121.7 

165.6 

143.9 

Millions. 

1864 

1865 

1866 

$18.1 
9  2 

1867 

12.8 

1868 

1869 

1870  ., 

13 
23 

18.5 

1871 

13.3 

1872 

10.2 

1873 

19.9 

18 ,4 

21.8 

1875 

1876.          

8.1 
21.4 

1877 

22.7 

1878 

30.7 

1879 

42.2 

1880 

109.3 

1881 

H4.3 

1882 

102.9 

1883 

107.8 

1884 

128.6 

1885 

174.9 

1886 

156  4 

1887 

1888 

1889 

165.1 
178.1 
164.8 

1890 

195.9 

1891..   ...  

1892     

1&3.5 
209.1 

1893 

1894 

1895 

224.7 
237.3 
196.2 

a  Includes  specie  and  other  lawful  money. 


*  e.  g.  .— 

Finance  Report. — The  annual  report  of  the  Secretary  of  the  Treasury,  containing  not  only  the 
report  of  the  Secretary,  hut  the  separate  reports  of  the  several  Bureaus  of  the  Treasury  Department — in 
some  cases  shorn  of  a  part  of  their  tables. 

Report  of  the  Comptroller  of  the  Currency. — Published  annually  in  two  volumes,  the  first 
of  which  contains  the  general  report  (also  digest  of  National  Bank  Decisions  and  several  valuable  tables 
not  included  in  the  Finance  Report),  and  the  second  volume  a  detailed  report  from  each  National  Bank. 

Report  of  Director  of  the  Mint.— The  separate  edition  of  this  usually  differs  from  that 
included  in  the  Finance  Report  only  in  the  addition  of  an  index. 

Report  on  the  Production  of  Gold  and  Silver  in  the  United  States. — Issued 
annually  by  the  Director  of  the  Mint.    Covers  the  calendar  year  next  preceding. 

Statistical  Abstract. — Issued  annually  by  the  Bureau  of  Statistics,  Treasury  Department.  Con- 
tains summary  statistical  tables  upon  currency  as  well  as  other  topics,  compiled  mainly  from  other  Gov- 
ernment publications. 

Aldrich  Report  on  Wages  and  Prices.— By  the  United  States  Senate  Committee  on  Finance 
in  1892.  Three  volumes  deal  with  retail  prices  in  the  years  1889-91  ;  and  four  volumes  with  wholesale 
prices,  wages  and  rates  of  transportation  from  1840  to  1891.  This  latter  is  the  most  exhaustive  study  of  its 
kind  yet  published. 

Coinage  Laws  of  the  United  States,  1793-1894:.— (Washington,  1894.  847  pp..  8vo.)  Pre^ 
pared  under  the  direction  of  the  United  States  Senate  Committee  on  Finance.  Contains  much  statistical 
data,  compiled  in  the  main  from  official  sources. 

Reports  of  International  Monetary  Conferences  of  1878  and  1881. 
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Abstract  of  Reports  made  to  the  Comptroller   of  the  Currency,  showing  the  condition  of 
the  National   Banks  in  the  United  States  at  the  close  of  business  on  Saturday, 
the  28th  of  September,  1895.     [Total  Number  of  Banks  3,712.] 


[Comptroller  of  the  Currency,  October  30,1895.] 


Resources. 

Dollars. 

Liabilities. 

Dollars. 

2,041,846,233  40 
17,562,168  87 

208,6S2,765  00 
15,328,000  00 
10,790,350  00 
16,469,109  73 

195,028,085  35 
78,244,849  75 
25,527,027  04 

123,521,087  26 
30,830,482  60 

222,287.251  45 

13,056,424  53 

57,506,787  60 

15.537,100  00 

936,484  44 

340,103,996  17 

9,085,606  08 
1,285,534  36 

657,135,498  65 
246,448,426  38 
90,439,924  48 

Overdrafts 

U.  S.  Bonds  to  secure  Circulation . . 
U.  S.  Bonds  to  secure  U.  S.  Deposits. 

Surplus  Fund 

Undivided  Profits,  less  Expenses 

National  Bank 

Notes  issued.  *$187,243,732  00 
Less  amount  on 

hand 4,762,121  50 

Banking  House.  Furniture,  etc 

Other  Real   Estate  and  Mortgages 
Due  from  National  Banks  (not  Re- 
serve Agents) 

Due  from  State  Banks  and  Bankers. 
Due  from  approved  Reserve  Agents . 

Checks  and  other  Cash  Items 

Exchanges  for  Clearing  House 

182,481,610  50 

66,133  50 

320,228,677  38 

174,708,672  88 

1,670,927  89 

1,701,653,521  28 

9,114,372  65 

4,426,966  48 

State  Bank  Notes  outstanding. . . 

Due  to  other  National  Banks 

Due  to  State  Banks  and  Bankers. 

Fractional  Paper  and  Minor  Cur... 

Lawful  Money  Reserve  in  Bank,viz.: 

Gold  Coin $110,378,360  22 

U.  S.  Deposits 

Deposits  of  U.  S.  Disbursing  Of- 

Gold  Tr.  Certs.    ...   21,525,930  00 
Gold    Clearing- 
House  Certs  ....    31,021,000  00 

Silver  Certs 22,914,180  00 

Subsidiary  Silver.      4,892,381  95 

Total  specie.... $196,237,311  17 

Legal  Tenders 98,946,685  00 

U.  S.  Certificates  of 

Deposit  for  Legal 

Tender  Notes ....    49,920,000  00 

Notes  and  Bills  rediscounted..  . 

Bills  Payable 

Liabilities  other  than  those  above 
stated 

Total 

13,396,107  85 
17,813,360  01 

4,045,148  70 

Five-per-cent.    Redemption     Fund 

Total 

3,423,629,348  63 

8,423,629,343  63 

*  The  amount  of  circulation  outstanding  at  the  date  named,  as  shown  by  the  books  of  this  office  was 
$812,82S,934;  which  amount  includes  the  notes  of  insolvent  banks,  of  those  in  voluntary  liquidation,  and 
of  those  which  have  deposited  legal-tender  notes  under  the  Acts  of  June  20, 1874,  and  July  12,  1882,  for 
the  purpose  of  retiring  their  circulation. 

Taxation  and  Assessment  of  National  Banks,  together  with  Annual  Redemptions  of 
Notes  at  the  Treasury,  for  the  past  Twelve  Years. 


Years. 

Semi-annual 

Duty  on 
Circulation. 

Cost  of  Re- 
demption of 
notes  by  the 
United  States 

Treasurer. 

Assessments 
for  Plates  and 
Examination!. 

Total  Taxation 
and  Assess- 
ment. 

Redemptions 
of  National 
Bank  Notes. 

1883 

$3,132,006  73 
3.024.668  24 
2,794.584  01 
2,592.021  33 
2,044,922  75 
1,616,127  53 
1,410,381  84 
1,254,839  65 
1,216,104  72 
1,331,287  26 
1,443.489  69 
1,721,095  18 

$147,592  27 
160,896  65 
181,857  16 
168,243  35 
188,967  00 
141,1*1  48 
181,190  67 
107,843  39 
99,866  52 
100,598  70 
103,082  96 
107,445  14 

$154,706  16 
120,487  05 
218,731  73 
146,907  88 
180,819  88 
189.777  86 
148,500  79 
161,672  71 
164,744  89 
185,783  68 
181,869  59 
260,391  79 

$8,434,305  16 
3,306,001  94 
3,195,172  90 
2,907,172  51 
2,314.709  63 
1,897,046  87 
1,6S5,023  30 
1,524,355  75 
1,480,216  68 
1,617,664  64 
1,728,392  24 
2,088,982  11 

$101,843,739  53 

1884  

125.760,169  18 

1865    

149,981,396  90 

1886    

130,029,625  12 

1887      

87,213,269  96 

1*88 

1889     

98,246,727  42 
88,217,860  57 

1890 

69,856,022  70 

1891     

66,813,249  70 

1892     

68,976,642  07 

is'j3  

75,342,284  56 

1894 

104,185,526  71 

Total 

$23,581,478  98 

$1,5-8,170  29 

$2,009,343  46 

$27,178,992  68 

$1,166,416,514  42 

For  further  general  and  detailed  statistics  as  to  National  Banks,  see  annual  reports  of  the  Comp- 
troller of  the  Currency,  e.  q. : 

Annual  earnings  and  dividends  since  1870,  Report  for  1894,  p.  244. 

Geographical  distribution  of  banks  by  States,  showing  Capital  Stock,  bonds  on  deposit  and  circulation 
outstanding  Oct.  31, 1894,  Report  1894,  p.  140. 

Holdings  of  gold,  silver  and  certificates  annually  since  1888,  by  States,  Report  1894,  pp.  197-208. 

Ratio  of  Reserve  to  Deposits,  and  Classification  of  Reserve  by  geographical  divisions,  >ince  1886, 
Report  1894,  pp.  220-29. 
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Statistic*  of  Slate  Banks  1834-1863. 


Year. 

Num- 
ber. 

1834 

506 

1835 

704 

1836 

713 

1837 

788 

1888 

829 

1839 

840 

1840 

901 

1841 

784 

1842 

692 

1843 

691 

1844 

596 

1845 

707 

1846 

707 

1847 

715 

1848 

751 

1849 

783 

1850 

824 

1851 

879 

1853 

750 

1854 

1208 

1855 

1307 

1856 

1398 

1857 

1416 

1858 

1422 

1859 

1476 

1860 

1562 

1861 

1601 

1862 

1492 

1863 

1466 

Capital 
Stock. 


$200,005,944 
231,250,337 
251,875,292 
290,772,091 
317,636,778 
327,132,512 
358,442,692 
313,608,959 
260,171,797 
228,861,948 
210,872,056 
206,045,969 
196,894,309 
203,070,622 
204,838,175 
207,309,361 
217,317,211 
227,807,553 
207,908,519 
301,376,071 
332,177,288 
343,874,272 
370,834,686 
394,622,799 
401,976,242 
421,880,095 
429,592,713 
418,139,741 
405,045,829 


Circulation. 


$94,839,570 
103,692,495 
140,301,038 
149,185,890 
116,138,910 
135,170,995 
106,968,572 
107,290,214 
83,734,011 
58,563,608 
75,167,646 
89,608,711 
105,552,427 
105,519,766 
128,506,091 
114,743,415 
131,366,526 
155,165,251 
146,072,780 
204,689,207 
186,952,223 
195,747,950 
214,778,822 
155,208,344 
194,306,818 
207,102,477 
202,005,767 
183,792,079 
238,677,218 


4 
Deposits. 


$75,666,986 

83,081,365 

115,104,440 

127,397,185 

84,691,184 

90,240,146 

75,696,857 

64,890,101 

62,408,870 

56,168,628 

84,550,785 

88,020,646 

96,1)13,070 

91,792,533 

103,226,177 

91,178,623 

109,586,595 

128,957,712 

145,553,876 

188,188,744 

190,400,342 

212,705,662 

230,351,352 

185.932,049 

259,568,2;  8 

253,802,129 

£57,229,562 

296,322,408 

393,686,226 


Loans  and 
Discounts. 


$324,119,499 
365,163,834 
457,506,080 
525,115,702 
485.631,687 
492,278,015 
462,896,523 
386,487,662 
323,957,569 
254,544,937 
264,905,814 
288.617,131 
312,114,404 
310,282,945 
344,476,582 
332,323,195 
364,204,078 
413,756,799 
408,943,758 
557,397,779 
576,144,758 
634,183,280 
684,456,887 
583,165,242 
657,183,799 
691,945,580 
696,778,421 
646,677.780 
648,601,863 


Specie. 


$43,937,625 
40,019,594 
37,915,340 
35,184,112 
45,132,673 
33,105,155 
34,813,958 
28,440,423 
33.515,806 
49.898,269 
44,241,242 
42,012,095 
&5,132,516 
46,369,765 
43,619,368 
45,379,345 
48,671,048 
47,138,592 
59,410,253 
53,944,546 
59,314,063 
58,349,838 
74,412,^32 

104,537,818 
83,594,537 
87,674,507 

102,146,215 

101,227,369 


Specie 
Funds. 


$26,641,753 
3,061,819 
4,800,076 
5,366,500 
904,006 
3,612,567 
3,623,874 
3,168,708 
3,115,327 
6,578,375 
6,729,980 
6,786,026 
8,386,478 
13,789,780 
10,489,822 
8,680,483 
11,603,245 
15,341,196 

25,57^253 
21,935,738 
19,937,710 
25,081,641 
15,380.441 
26,808,822 
19,331,521 
29,297,878 
27,827,971 
46,171,518 


Notes 
of  other 
Banks. 


$22,154,919 
21,086,301 
32,115,138 
36,533,527 
24,964,257 
27,372,766 
20,797,892: 
25,643,447 
19,432,744 
13,306,677 
11,672,47a 
12,040,760 
12,914,42^ 
13,112,467 
16,427,716 
12,708,016 
16,303,289 
17,196,063 
30,431,189 
22,659,066 
*3,429,518 
24,779,049 
28,124,008 
22,447,486- 
18,858,289 
25,502,567 
21,903,902: 
25,253,589 
5  v  164,328 


Note.— The  figures  for  the  years  1834  to  1840  are  taken  from  Ex.  Doc.  No.  Ill,  26th  Congress,  2nd 
session.  Those  for  1841  to  1850  are  from  Ex.  Doc.  No.  68,  31st  Congress,  1st  session.  For  the  years 
1851  to  1863  (with  the  exception  of  the  year  1853)  they  are  taken  from  the  report  on  the  condition  of 
the  banks  for  1863.  Those  for  1853  are  from  Ex.  Doc.  No.  66,  32d  Congress,  2d  session,  and  are 
incomplete. 

Aggregate  Resources  and  Liabilities  of  all  State  Banks,  Loan  and  Trust  Companies, 
Savings  and  Private  Banks,  1893-94. 


Resources  and  Liabilities. 


Resources. 

Loans  on  real  estate 

Loans  on  collateral  security  other  than 

real  estate 

Other  loans  and  discounts 

Overdrafts 

United  States  bonds 

State,  county  aDd  municipal  bonds. . 

Railroad  bonds  and  stocks 

Bank  stocks 

Other  stocks  and  bonds 

Due  from  other  banks  and  bankers . 
Real  estate,  furniture  and  fixtures. . . 

Current  expenses  and  taxes  paid 

Cash  and  cash  items 

Other  resources 


Total 


Liabilities. 

Capital  stock 

Surplus  fund 

Other  undivided  profits 

State  bank  notes  outstanding  . . . 

Debenture  bonds  outstanding 

Dividends  unpaid 

Individual  deposits 

Savings  deposits 

Due  to  other  banks  and  bankers. 
Other  liabilities 


Total. 


State 
Banks  . 


3,586  Banks 


$42,395,546 

89,777,621 

533,815,656 

5,388,629 

604,055 

1,372,460 

142,925 

342,202 

82,080,0  tf 

119,676,949 

41,351.780 

4,132,915 

144,517,123 

11,563,866 

1,077,164,813 


$244,435,573 

74,412,319 

28,041,173 

4,529 


499,834 
658,107,494 


Loan  and 
Trust  Com- 
panies. 


224  Com- 
panies. 


$58,149,211 

283,662,562 

82,609,940 

82,489 

13,449,411 

5,728,331 

11,166,307 

678,972 

111,201,130 

90,632,502 

28,654,778 

883,835 

34,377,700 

33,909,776 


Savings 
Banks. 


1,024  Banks. 


705,186,944 


$97,068,092 
57,663,599 
17,639,767 


54,120,185 
17,543,706 


1,077,164,813 


6,164,226 

52,514 

471,298,816 

"6,757,007 
48,542,923 


705,186,944 


£779,045,102 

66,225.339 

181,351,984 

315,383 

108,950,804 

398,756,936 

121,732,130 

44,629,479 

104,518,517 

82,468,981 

36,665,514 

1,624,130 

42, 136,271 

12,023,619 


Private 
Banks. 


904  Banks 


1,980,744,189 


$30,579,558 
139,691,412 
25,918,049 


59,102 

29,971,962 

1,747,961,280 

2,537,866 

3,974,960 


1,980,744,189 


$9,042,340 

13,902,444 

43,651,233 

1,212,618 

534,102 

897,707 

334,940 

400  948 

2,726,788 

16,236,347 

7.014,581 

023,049 

8,041,910 

760,044 


Total. 


5,738  Banks. 


403,567,966 
841,428,813 
6,999,119' 
123,538,372 
406,755,484 
133,376,302 

46,051,601 
300,526.521 
309,014,779 
113,689,653 
7,263,929 
229.373,004 

58  257,305 


105,379,051   3,868,474,997 


$26,652,167 
6,005,126 
3,053.339 


41,795 
66,074,549 


1,826,414 
1,725,661 


105,379,051 


$398,735,390 

277,772,456 

74,652,323 

4.529 

6,M4.226 

ti53,245 

1.225,452,821 

1,747,961,280 

65,291,472 

71,787,250 


3,868,474,997 


XT.  8.  GUBBENGT  STATISTICS. 


441 


Situation  Principal  Banks  of  Issue,  September  30,  1895. 


Namb  of  Banks. 


Imperial  Bank  of  Germany 

Bank  of  Austria-Hungary 

Bank  of  Belgium 

National  Bank  of  Bulgaria  (a) 

National  Bank  of  Denmark 

Bank  of  Spain 

Bank  of  Finland  (b) 

Bank  of  France 

National  Bank  of  Greece  (b) 

Italy  : 

Bank  of  Italy 

Bank  of  Naples 

Bank  of  Sicily 

Bank  of  Norway 

Bank  of  the  Netherlands 

Bank  of  Portugal 

Bank  of  Roumania 

United  Kingdom  : 

Bank  of  England 

Banks  <  f  Scotland(c) 

Banks  of  Ireland  (c) , 

Imperial  Bank  of  Russia  (e) 

Bank  of  Servia  (/) , 

Sweden  : 

Royal  Bank  (fi\ . 

Private  Banks  (6) 

Swiss  Banks  of  Issue  (b) 

Imperial  Ottoman  Bank  (Turkey)  (d) 

Canadian  Banks  

U.  S.  National  Banks 


Metallic 
Reserve 


$228,620,000 

146,660,000 

21,260,000 

820,000 

15,860,000 

99,000,000 

5,000,000 

654,860.000 

380,000 

69,940,000 
23,220,000 
7,340,000 
8,200,000 
55,860,000 
13,620,000 
13,420,000 

218,720.000 
27,500,000 
16,500,000 

393,940,000 
2,100,000 

7,680,000 
5,280,000 
18,340,000 
9,780,000 
7,575,000 
196,237,000 


Analysis  of  the  Reserve. 


Gold. 


$91,900,000 


15,860,000 

40,020,000 

4,360,000 

404,700,000 


59,800,000 
21,120,000 
7,040,000 

'  21,540,666 
5,340,000 
12,740,000 

218,720,000 


388,600,000 
1,220,000 

6,800,000 
2,140,000 
16,42O,0C0 


Silver. 


$54,760,000 


58,980,000 

640,000 

350,160,000 


10,140,000 

2,100,000 

300,000 

34,326.666 

8,280,000 
680,000 


5,340,000 
940,000 

880,000 
3,140,000 
1,920,000 


162,925,000  33,312,000 


Bills  Pat- 
able  to 

Bearer  in 
Circula- 
tion. 


$320,700,000 

246  420,000 

86,520,000 

460,000 

22,400,000 

192,380,000 

10,580,000 

672,700,000 

21,640,000 

153,380,000 
47,740,0(0 
9,840,000 
14,360,000 
88,400,000 
60,820,000 
27,980,000 

129,500,000 
37,000,000 
31,500,000 

877,300,000 
5,320,000 

14,240,000 
11,560,000 
35,920,000 
4,940,000 
32,774,000 
212,829,000 


a.  Situation   July  14.       b.  Situation  August  31.      c.   Situation  July  15.       d.    Situation  July  31. 
■€.  Situation  September  16.   /.  Situation  September  22. 

References,  Banks— In  the  Report  of  the  Director  of  the  Mint  for  each  year  (e.  g.  :  Report  for 
1894,  pp.  296,  297)  may  be  found  quarterly  statements  of  the  circulation  and  metallic  reserve  of  each 
of  the  principal  European  banks  of  issue  as  above.  These  statistics  are  taken  from  the  Bulletin  de 
Statistique. 

The  Canadian  Finance  Department  publishes,  monthly,  a  detailed  report  on  the  condition  of  the 
chartered  banks  of  Canada.  For  further  statistics  in  regard  to  Canadian  banks,  see  Breckenridge, 
"The  Canadian  Banking  System,  1817-1890  "  ;  Garland,  "  Banks,  Bankers  and  Banking  in  Canada.'1 

For  a  very  full  collection  of  Statistics  of  State  Banks  prior  to  1864,  see  report  of  J.  J.  Knox,  Comp- 
troller of  the  Currency,  1876,  pp.  84  to  131 ;  or,  reprint  of  the  same  in  special  report  by  the  Secretary 
of  the  Treasury,  January,  1893  (Fifty-second  Congress,  Second  Session,  Senate  Ex.  Doc.  33),  pp.  84  to 
113.  The  original  data  from  which  these  tables  are  compiled  are  to  be  found  in  reports  upon  the  condition 
of  the  banks  throughout  the  United  States  made  to  Congress  by  the  various  Secretaries  of  the  Treasury 
from  1833  to  1863.  The  volumes  in  which  these  reoorts  occur  are  noted  in  Ex.  Doc.  No.  33,  mentioned 
-above. 

See  also  "  New  England  Bank  Currency,"  and  "  States  as  Bankers  "  (pp.  221-84,  ante),  for  statistics  of 
banks  in  the  fields  covered. 
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CIRCULATION. 

Statement  Showing  the  Amounts  of  Gold  and  Silver  Coins  and  Cehtifi- 
cates,  United  States  Notes,  and  National  Bank  Notes  in  Circulation 
November  1,  1895. 


General  Stock, 
Coined  or  Issued. 

In  Treasury. 

Amount  in  Cir- 
culation 
November  1, 
18'j5. 

Amount  in  Cir- 
cular n 
November  1, 
1894. 

Gold  Coin 

Standa id  silver  dollars 

Subsidiary  silver 

$-.04,132,920  00 

423,289,309  00 

77.259,180  00 

50,585,889  00 

312,409,504  00 

111,092,280  00 

346,681,016  f0 

57,015,000  00 

213,887,630  00 

2,216,352,728  00 

$88,951,327  00 

364,935,217  00 

13,426,-121  CO 

168,230  00 

8,958.268  00 

26,565,611  00 

107,69-1,736  00 

275,000  00 

6,523,60<J  00 

$475,181,595  00 

58,354,092  (0 

63,832,759  00 

50.417,059  00 

333,450,230  00 

114,526,069  I'O 

238,986,280  00 

50,710,000  00 

207,304,028  00 

$500,1 81, 3fO  (ft 
5<>,413,G70  t.0 
00,242.999  00 
64,252,(69  00 

Silver  certificates 

Treas'y  notes,  Act  July  14, 1890. . 

331,143,301  00 
122,;  15. 39 J  CO 
280,47 1,705  00 

Cur'y  certTs,  Act  Jane  8, 1872. . 

51,045,000  00 
202,r  94,902  00 

Totals 

617,493,412  00 

:,598,8VJ,316  00 

1,672,093,422  00 

Gold  Bullion  in  Treasury 

Silver  Bullion  in  Treasury 

$54,409,512  00 
124,721,501  00 

:::::::::::::: 

Population  of  the  United  States  November  1, 1895,  estimated  at  70,378,000  ;  circulation  per  capita,  $22.72. 

Estimated  Amount  of  Money  in  Actual  Circulation*  in  the  United  States 
at  the  Close  of  each  Fiscal  Year  from  18G0  to  1895  inclusive. 


In  Millions  of  Dollars. 

July  I. 

£ 

o 
O 

*3 

O 

0Q 

^"oS 

o 

*  8 

■ 

Si 

|s 

d3 

o 

13 

a 

0 

Is 

4 

§2 

I! 

03 

i 

oa  a> 

3 

(^  OB 

11 

O 

1 

Eh 

4 

■p. 

S3 
O 

£ 

Ph 

1860. 

228.3 
246.4 
25.0 
25.0 
25.0 
25.0 
25.0 
25.0 
25.0 
25.0 
25.0 
25.0 
-25.0 
25.0 
25.0 
25.0 
25.0 
25.0 
25.0 
110.5 
225.7 
315.3 
358.2 
344.7 
340.6 
341.7 
358.2 
876.5 
891.1 
876.5 
874.8 
407.3 
408.6 
408.5 
496.0 
480.2 

207.1 

202.0 

183.8 

238.7 

179.2 

142.9 

20.0 

4.5 

3.2 

2.6 

2.2 

2.0 

1.7 

1.4 

1.2 

1.0 

1.0 

435.4 

448.4 

334.7 

595.4 

609.6 

714.7 

673.5 

662.0 

680.1 

664.5 

675  2 

715.9 

738.3 

751.9 

776.1 

754.1 

727.0 

722.3 

729.1 

818.6 

973.4 

1,114.2 

1,174.3 

1,230.3 

1,243.9 

1,292.6 

1,252.7 

1,317.5 

1,372.2 

1,380.4 

1,429.3 

1,497.4 

1,601.8 

1.596.7 

1,660.8 

1,604.1 

13  85 

1861 

1862 

72.9 
312.5 
415.1 
378.9 
327.8 
319.4 
828.6 
314.7 
325.0 
343.1 
346.2 
348.5 
371.4 
349.7 
331.4 
337.9 
320.9 
301.6 
327.9 
328.1 
325.3 
323.2 
318.7 
331.2 
323.8 
326.7 
308.0 
316.4 
334.7 
343.2 
809.6 
819.1 
266.6 
205.1 

53.0 
3.4 

*  "ail*" 

146.1 
276.0 
286.8 
294.4 
291.7 
288.6 
311.4 
329.0 
339.0 
340.3 
340.5 
316.1 
301.3 
311.7 
321.4 
337.4 
349.7 
852.5 
347.9 
330.7 
308.6 
307.7 
276.9 
245.3 
207.2 
181.6 
162.2 
167.2 
174.7 
200.2 
207.0 

10  £3 

1863 

15.9 
19.1 
21.7 
24.7 
26.3 
29.0 
30.4 
34.4 
34.4 
30.4 
38.1 
38.2 
37.9 
32.9 
20.2 
16.4 

17  84 

1864 

19  67 

1865 

20  .'7 

1866 

18  l>9 

1867 

18  °S 

1868 

18  39 

1869 

17  00 

1870 

17  50 

1871 

1872 

18.10 
18  10 

1873 

18  04 

1874 

18  13 

1875 

17  16 

1876 

21.1 
37.9 
53.9 
61.3 
48.5 
46.8 
46.4 
46.5 
45.7 
43.7 
46.2 
48.6 
50.4 
51.5 
54.0 
58.2 
63.3 
65.5 
58.5 
602 

16  12 

1877 

15  58 

1878 

"ih'.a 

8.0 
5.8 
5.0 
59.8 
71.1 
126.7 
76.0 
91.2 
121 . 1 
117.1 
130.8 
120.1 
141.1 
92.6 
66.3 
48.4 

1.2 
8.0 
20.1 
29.3 
32.4 
35.6 
40.7 
39.1 
52.7 
55.5 
55.5 
54.5 
56.3 
58.8 
£6.8 
56.9 
52.6 
52.0 

'"0A 
5.8 
39.1 
54.5 
72.6 
96.4 
101.5 
88.1 
142.1 
200.8 
257.2 
297.5 
307  2 
326.7 
326.8 
827.0 
319.7 

15.32: 

1879 

&-8 

10  75 

1880 

19.41 
21 .71 
22.37 
22.91 
22.65 
23.02 
21.82 
22.45 
22.88 
22.52 
22.82 
23.41 
24.44 
23.85 
24.28 
22.96 

1881 

1882 

1883 

1884 

1885 

1886 

1887 

1888 

1889 

1890 

1891 

1892 

1893 

1894 

1895 

"46.3' 

98.3 
140.9 
134.7 
116.0 

.::::: 

'29'.8 
11  7 
58.9 
55.4 

♦Not 
amounts  in 

including  mone 
the  Treasury)  t 

y  in  the  Treasury.    For  statement  of  total  paper  and  metallic  money  (including 
ee  two  following  tables.                                                                                   r 

^  Note.— "These  tables  have  been  compiled  from  records  of  the  Department  which  were  made  on  or  about 
the  dates  Specified.  They  include  everything  properly  belonging  in  a  statement  relative  to  circulation, 
except  minor  coins,  which  are  not  stated  because  it  is  difficult  to  estimate  accurately  the  amount  in 
use.  The  figures  agree  with  the  reports  published  from  year  to  year,  ar.d  «n  ettimale  has  been  added  of 
the  amount  of  specie  in  circulation  on  the  Pacific  coast  during  the  period  ot  suspension  of  specie  pay- 
ments (1862  to  1878  inclusive  .    It  will  be  observed  that  no  attempt  has  b^en  made  i.i  the  table  for  1862  to 
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Statement   of  the  Coin  and  Papeb  Circulation  op  the  United  States  on 
June  30,  from  1860  to  1895  inclusive. 

[Prepared  by  Loans  and  Currency  Division,  Treasury  Department.] 


|CoininUni 
ted  States, 
Year  including 

lear-  |    Bullion 

in  Treasury. 


1865.. 


1860 $235,000,000 

1861 250,000,000 

25,000,001) 

25,000,000 

25,000,000 

25,000,000 

25,000,000 

25,090,000 

25,000,000 

25,000,000 

25,000,000 

25,000,000 

25,000,(X0 

25,000,000 

25,000,000 

25,000,000 

52,418,734 

65,837,506 

102,047,907 

357,268,178 

494,363,884 

647,868,682 

703,974,839 

769,740,048 

801,068,939 

872,175,823 

903,027,304 


1867. 
1868. 
1869. 
1870. 
1871. 
1872. 
1873. 
1874. 
1875. 
1876. 
1877. 
1878. 
1879. 
1880. 
1881, 


1884 

1885 

1886 

1887 1,007,'513,901 

1888 1 

1889 1,10(1,612,434 

1890 1,152,471,638 

1891 1,163,185,054 

1892 1,232,854,331 

1898......  ....1,213,413,584 

1894 11,252,071,66? 

1895 1,260,710,620 


Paper 

Money  in 

United 

States. 


$207,102,477 
202,005,767 
333,452,079 
649,867,283 
680,588,067 
745,129,755 
729,327,254 
703,200,612 
691,553,578 
690,351,180 
697,868,461 
716,812,174 
737,721,565 
749,445,610 
781,024,781 
773,273,509 
738,264,550 
697,216,341 
689,205,669 
694,253,363 
711,565,313 
758,673,141 
776,556,880 
873,749,768 
904,385,250 
945,482,513 
905,532,390 
892,928,771 
970,564,259 
974,738,277 
991,754.521 
1,032,039,021 
1,139,745,170 
1,109,988,808 
1,169,390,080 
137,579,914 


Total 
Money. 


$442,102,477 
452,005,767 
358,452,079 
674,867,283 
705,588,067 
770,129,755 
754,327,254 
723,200,612 
716,553,578 
715,351,180 
722,868,461 
741,812,174 
762,721,565 
774,445,610 
806,024,781 
798,273,509 
790,683,284 
763,053,847 
791,253,576 
,051,521,541 
,205,929,197 
,406/41,823 
,480,531,719 
,643,489  816 
.705,454,189 
,817,658,336 
,808,559,694 
,900,442,672 
,062.955.949 
,075,350,711 
.144,226,159 
,195,224,075 
,372  599,501 
.323,402,392 
,421,461,747 
,398,290,534 


Coin, 
Bullion 
and  Paper 
Money 
in  Trea- 
sury. 


$6,695,225 

3,600,000 

23,754,335 

79,473,24 

35,946,589 

55,426,760 

80,839,010 

66,208,543 

36,449,917 

50,898,289 

47,655,667 

25,923,169 

24,412,016 

22,563,801 

29,941,750 

44,171, 

63,073,896 

40,738,964 

62,120,942 

232,889,748 

232,546,969 

292,303,704 

306,241, 30  J 

413,184,120 

461,528,220 

525,089,721 

555,859,169 

582,903  529 

690  785,079 

694,989,062 

714.974,889 

697,783,368 

771,252,314 

726,701,147 

759.6>6,0?3 

794,158,566 


Total 

Money 

in 

Circulation, 


$435,407,252 

448,405,767 

334,697,744 

595,394,038 

669,641,478 

714,702,99a 

673,488,244 

661,992,069 

680,103,661 

664,452,891 

675,212,794 

715,889,005 

738,309,549 

751,881,809 

776,0&3,031 

754,101,947 

727  609,388 

722,314,888 

729,132,634 

818,631,793 

973,382,228 

1,114,238,119 

1,174,290,419 

1,230,305,696 

1,243,925,969 

1,292,568,615 

1,252,700,525 

1,317,539,143 

1,372,170,870 

1,380,361.649 

1,429,251,270 

1,497,440,707 

l,6(U,c47,187 

1,596,701,245 

1,661,835,674 

1,604,131,968 


Popula- 
tion. 


31,443,321 
o2,064,000 
32,704,000 
33,365,000 
34,046,000 
34,748,000 
35,469,(00 
36,211.000 
36,973,000 
37,756,000 
38,558,371 
39,555,000 
40,596,000 
41,677,000 
42,796,000 
43,931,000 
45,137,000 
46,353,000 
47,598,000 
48,866,000 
50,155,783 
51,316,000 
52,495,000 
53,693,000 
54,911,000 
56,148,000 
57,404,000 
58,680,000 
59,974,010 
61,289,000 
62,622,250 
63.975,000 
65,520,000 
66,946,000 
68,397,000 
69,878,000 


Money 

in 
United 
States 

per 
Capi  a. 


$14.06 
14.09 
10.96 
20.23 
20.72 
22.16 
21.27 
20.11 
19.38 
18.95 
18.73 
18.75 
18.70 
18.58 
18.83 
18.16 
17.52 
16.46 
16.62 
21.52 
24.04 
27.41 
28.20 
30.60 
31.06 
32.37 
31.50 
32.29 
34.39 
33.86 
84.24 
34.31 
36.21 
34.70 
35.40 
34.32 


Circula- 
tion per 
Capita. 


$13.85 
13.98 
10.23 
17.84 
19  67 
20.57 
18.99 
18.28 
18.39 
17.60 
17.50 
18.10 
18.19 
18.04 
18.13 
17.16 
16.12 
15.58 
15  32 
16.75 
19.41 
21.71 
22.37 
22.91 
22.65 
23.02 
21.82 
22  45 
22.88 
22.52 
22.82 
23.41 
24.44 


22.96 


Note  1.— Specie  payments  were  suspended  from  January  1,  1862,  to  January  1,  1879.  During  the 
greater  part  of  that  period  gold  and  silver  coins  were  not  in  circulation  except  on  the  Pacific  coast, 
where,  it  is  estimated,  the  specie  circulation  was  generally  about  $25,000,000.  This  estimated  amount 
is  the  only  coin  included  in  the  above  statement  from  1862  to  1875,  inclusive. 

Notb  2.— In  1876  subsidiary  silver  again  came  into  use,  and  is  included  in  this  statement,  begin- 
ning with  thaijyear. 

Note  8.— The  coinage  of  standard  silver  dollars  began  in  1878  under  the  act  of  February  28, 1878. 

Note  4.— Specie  payments  were  resumed  January  1,  1879,  and  all  gold  and  silver  coins,  as  well  as 
gold  and  silver  bullion  in  the  Treasury,  are  included  in  this  statement  from  and  after  that  date. 
**    An  estimate  on  similar  basis  to  the  above,  of  the    aggregate  and  per  capita  circulation  of  the 
United  States  from  1800  to  1859  may  be  found  in  the  Report  of  the  Comptroller  of  the  Currency  1894, 
p.  173,  or  in  the  Finance  Report  1894,  p.  437. 

estimate  the  quantity  of  the  nondescript  currency,  consisting  of  postage  stamps,  tickets,  due  bills,  etc., 
which  served  as  small  change  during  the  period  subsequent  to  the  disappearance  of  subsidiary  silver 
and  prior  to  the  issue  of  the  postal  currency  and  fractional  currency  authorized  by  the  Acts  of  July  17, 
1862,  and  March  3,  1863.  Also  that  the  one  and  two  year  notes  of  1863  and  com  ound-interest  notes 
supposed  by  many  persons  to  have  been  in  circulation  are  not  included  in  any  of  the  tables.  The  small 
quantities  of  these  classes  of  interest-bearing  obligations  which  were  in  circulation  as  money  for  a  few 
months  when  first  issued  had  been  absorbed  as  investment  securities  and  withdrawn  from  circulation 
before  July  1,  1865,  which  is  the  date  commonly  selected  for  comparison  with  the  present  time  an  to 
money  in  circulation.  The  seven-thirty  notes  are  also  excluded  from  the  tables.  They  were  not  used 
as  money  nor  paid  out  as  such  by  the  Treasury,  but  were  negotiated  as  a  loan  and  issued  by  the  (Govern- 
ment to  investors  in  exchange  for  legal-tender  notes,  being  sold  at  par  and  accrued  interest  like  any  o!her 
loan.  A  small  amount  of  these,  however— less  than  ten  millions— was  issued  to  soldiers  in  the  field,  but 
the  notes  were  taken  only  by  those  soldiers  who  desired  to  save,  and  were,  therefore,  not  placed  in  cir- 
culation. The  total  amount  of  seven-thirty  notes  negotiated  in  1864  and  1865,  was  $829,992,500  of  which 
$44,509,900  were  of  the  denomination  of  $50,  $137,634,600  of  $100,  and  the  remainder  $647,848,000  were 
$500s,  $1 ,000s,  and  $5,0008.  The  receipt  of  legal-tender  notes  by  the  Department  in  exchange  for  seven- 
thirty  notes  did  not  cause  a  contraction  of  the  currency,  because  the  legal-tenders  so  received  were  im- 
mediately paid  out  by  the  Government  in  settlement  of  demand  liabilities  then  pressing. 

"  The  one  and  two  year  notes  and  compound-interest  notes  were  sufficiently  unlike  the  legal  ten- 
ders to  attract  notice  and  cause  an  examination  of  their  terms.  In  this  way  their  interest-bearing  qualify 
was  speedily  discovered,  and  they  were  very  soon  retired.  The  seven-thirties  were  unlike  the  legal- 
tenders,  except  in  color,  being  very  much  larger  and  having  coupons  attached. 

"  There  are  two  facts  which  prove  conclusively  that  these  obligations  were  not  in  active  circula- 
tion :  One  is  that  they  were  all  redeemed  within  three  years  without  creating  monetary  disturbance ; 
the  other  is  that  nearly  all  of  them  came  back  into  the  Treasury  as  clean  and  unworn  as  on  the  day 
of  their  issue— a  condition  which  they  would  have  not  presented  had  they  been  in  active  circulation."— 
Secrtary  of  the  Treasury,  1891. 
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Metallic  Circulation  of  Principal  Countries. 


United  State  | 
UnrtedKiTtgdotn  ] 

France      j 

Germany    • 

Belgium,  Italy. 

5wtar1dnd.&ceK 


Spain.       } 
Portugal   j 

Austria  Hungary! 


World's  Metallic  Circulation 
■■  -Gold.     I        I  *  Sn-VER» 


Norway.  «■ 
SwedeaDetwwn 
Russia  &  .,■ 
Fjnland 

South  America  «■ 
States  inu 

Japan     |"" 

India       nzz 
Ctiina      czz 


CIRCULATING  MEDIA  OF  THE  UNITED  STATES. 

OCTOBER     1ST   1894. 


Gold 
Certif 

864-M. 


Gold   Coin 
9500.  M. 


Silver 

Certificates 

$330.  M. 


Currency 


$55. 
M. 


NaflB'k 
Notes 


U.S. 

Notes 

$267.  M. 


Deposit 

Currency 

of 

National  Banks, Trust  Cos. 

Private  Banks.  &c 

$2963.  Millions. 


[Laughlin  :  "Facts  about  Money."] 

Circulation  References— The  table  on  the  oppo  ite  page  is  taken  mainly  from  the  report  of  the- 
Director  of  the  Mint  for  1894  (pp.  44,  46).  For  the  detailed  information  upon  which  it  is  largely  based,  see 
same  report,  pp.  92-102.— For  an  admirable  chart  showing  circulation  of  silver  dollars  and  silver  certificates* 
see  frontispiece  to  Report  of  the  Secretary  of  the  Treasury,  1>94.— The  annual  report  of  the  Treasurer  gives, 
tables  showing  the  amount  of  u.oney  of  each  kind  outstanding,  in  the  treasury  and  in  circulation,  at  the: 
end  of  each  month  eiuce  1878. 
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CLEARING  HOUSES. 
Transactions  of  the  Xew  York  Clearing  House  for  Forty-two  Years. 

[Report  of  the  ComptroUer  of  the  Currency,  1894,  p.  296.] 


Tear. 

No.  of 
banks. 

Capital. 

Clearings. 

Balances  paid  I 
in  money. 

Average 

daily 
clearings. 

Average    i 
daily  bal- 
ances paid 
in  money. 

Bal- 
ances to 
clear- 
ings. 

1854 

50 

$47,044,900 

$5,750,455,987 

$297,411,494 

$19,104,505 

$988,078 

PercU 
5.2 

1855 

48 

mjMjm 

5^882,913^96 

289,694,137 

17,412.052 

940,565 

5.4 

1858 

50 

52,888,700 

S^0S£1MB 

334,n4,489 

22,278,108 

1,079,724 

4.8 

1857 

50 

64,420.200 

843S^»,7tt 

365,313.902 

88.968,871 

1,182.246 

4.4 

1858 

46 

67.146,018 

4,756,664,386 

314.238,911 

15,393,736 

1,016,954 

6.6 

1859 

47 

67,921,714 

6,448,005,956 

363,984,688 

20,867,333 

1,177,944 

5.6 

I860 

50 

69,907,435 

7,231.143.037 

880,098,481 

23,401,757 

1,232,018 

5.3 

1861 

50 

8M0M0B 

5,915,742,758 

353,383,944 

19,269,520 

1,151,088 

6.0 

1882 

50 

0475,800 

6,871,443,591 

415,530,331 

22,237,682 

1,344,758 

6.0 

1888 

50 

mjmjsu 

14887,807,80 

677,626,483 

48,428,657 

2,207,252 

4.6 

1884 

49 

tsjBcra 

81,007,188  j8M 

1 85,719,205 

77,984,4.-5 

2,866,405 

3.7 

1885 

55 

80,363,013 

26,032,3*4,342 

1,035,765.108 

84,796,040 

3,373,828 

40 

1866 

58 

82,370,200 

28,717,146,914 

1,066,135,106 

93,541.195 

3,472,753 

8.7 

1867 

58 

81,770,200 

28,675,159.472 

1,144,963,451 

93,101,167 

3,717,414 

4.0 

1868 

59 

82,270,200 

88,484^88.687 

1, 125,455,%87 

92,182,164 

3,642,250 

4.0 

1869 

59 

82,720,200 

87,487,028,987 

1,120,318,308 

121,451.393 

3,637,397 

3.0 

1870 

61 

83,620,200 

27>"4..>i9.40<: 

1,036,484322 

90,274,479 

3,365,210 

3.7 

1871 

62 

84,420,200 

99^00,986.883 

1,209,721.029 

95,133.074 

3,1-27,666 

4.1 

1872 

61 

84,420,200 

33.S4 1.369.568 

1,428,582,707 

109,884,317 

4.633,632 

42 

1878 

59 

83,370,200 

35,461,052,826 

1,474,508,025 

115,885,794 

4,818,654 

41 

1874 

N 

81,635,200 

88485,007,686 

1,286,753,176 

74,692,574 

4,205,076 

5.7 

1875 

M 

80,435.200 

25,0fil  ,287,902 

1,408,608,777 

81,899,470 

4,603,297 

5.6 

1876 

59 

81,731,200 

21,597,274,247 

1,295,042,029 

70,349,428 

4,218,378 

5.9 

1877 

58 

71,085,200 

23,289,243,701 

1,373,996,302 

76.3-8,176 

4,504,906 

5.9 

1878 

57 

63,611,500 

22,508,438,442 

1,307,813,857 

73,555,988 

4,274,000 

5.8 

1879 

59 

60,800,200 

25,178,770,691 

1,400.111,063 

82  015,540 

4,560,622 

5.6 

1880 

57 

60,475,200 

37,182,128,621 

1,516,538,631 

121.510,224 

4,956,009 

41 

1881 

60 

61,162,700 

48,565,818,212 

1,776,018,162 

159,232,191 

5,833,010 

3.5 

1882 

61 

C0.W2.7O0 

46,552,848,161 

1,595.000,245 

151,637,935 

5,195,440 

3.4 

1883  

68 

61,162,700 

40,293,165,258 

1,568,983,196 

132,543,807 

5,161,129 

3.9 

1884 

61 

60,412,700 

34,092,037,333 

1,524,930,994 

111,048,982 

4,967,202 

45 

1885 

64 

58,612,700 

25,250,791.440 

1,295,355,252 

82,789,480 

4,247,069 

5.1 

1886 

63 

59,312,700 

33,374,682,216 

1,519,565,385 

109,067, '89 

4,965,900 

4.5 

1887 

64 

60,862,700 

34,872,848,786 

1,569,626,825 

114,337,209 

5,146,316 

45 

1888 

68 

60.762,700 

30,863.686,609 

1,570,198,523 

101,192,415 

5,148,192 

5.1 

1889 

63 

60,762,7f.O 

54,790,485,538 

1,757,637,473 

114.839,820 

5,800,784 

5.0 

1890 

64 

60,812,700 

87,660,686,572 

1,753,040,145 

123,074,139 

5,728^89 

4.7 

1891 

63 

60,772,700 

34,053,698,770 

1,584,635,500 

111,651,471 

5,195,526 

46 

1892 

64 

60,422,700 

36,279,905,236 

1,861,500,575 

118.561,782 

6,083,335 

5.1 

1898 

64 

60,922.700 

34,421,380,870 

1,696,207,176 

113.978.082 

;      5,616,580 

4.9 

1894  

65 

61,622,700 

14,v30. 145,368 

1,585,241,634 

79,704,426 

'      5,2  4  611 

6.5 

1895 

66 

161,122,700 

28,264,379,126 

1,896,574,349 

92,670,095 

6,2:8,276 

6.7 

Comparative  Statement  of  tiie  Exchanges  of  certain  Clearing  House*  of 

the  United  States  for  Years  ended  Sept.  30,  1894,  and  Sept.  80,  1893. 

[Comptroller  of  tbe  Currency,  1894,  p.  299.] 


Clearing  house  at— 


New  York 

Boston 

Chicago 

Philadelphia 

St.  Louis  

San  Francisco 

Baltimore 

Pittsburgh 

Cincinnati 

Calves  ton 

Kansas  City 

New  Orleans  

Minneapolis 

Fifty -eight  other  cities 

Total 


Exchanges  for  years  ended  Sep- 
tember 30— 


1894. 


$24, 
4, 
4, 
2. 
1 


230. 

095, 
263, 

802, 

,1(6, 
647, 
663, 
630 
630. 
128! 
464, 
445i 
298 
4,451 


145,368 
997,060 
560,459 
542,206 
770,443 
848,503 
214,301 
2(58,354 
364,300 
059,020 
394,146 
671,170 
,085,090 
,039,718 


$45,017,960^736 


$34,421, 

4,864, 

4,970, 

3,656. 

1,188, 

752. 

737. 

711. 

679 

152, 

507, 

523 

377, 

5,385 


379,870 
779,750 
913,387 
677,140 
378,457 
949,763 
568,241 
547,291 
051,000 
848,438 
,454,919 
,996,645 
785,380 
852,171 


$58,880,682,455      $259,545,787 


Comparison. 


Increase. 


$259,545,787 


D«  rea.-e. 


$10,191,234,502 

768,782,090 

707,352,928 

694,134,034 

81,608,014 

105,101,263 

74,353,940 

81,278,937 

48,686,700 

24,788,818 

43,060,773 

78,325,475 

79,700,290 

1,143,858,242 


$14,122,267,506 


The  above  table,  extended  so  as  to  cover  specifically  each  of  the  clearing  houses  in  the  country,  may 
be  found  in  the  Report  of  the  Comptroller  of  tbe  Currency,  1894,  p.  299,  and  Finance  Report  1894,  p. 
668.  The  Statistical  Abstract  for  1884,  pp.  48-50,  contains  comparative  statistics  of  clearings  for  ovex 
•Ixty  clearing  houses  for  eight  year0ftet. 
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Coinage  op  Gold  and  Silver  in  the  United  States  by  Periods. 


Period. 

Gold. 

Silver  Coinage. 

Total  Gold  and 

Silver 
Dollars. 

Subsidiary 
Silver. 

Total  Silver. 

Silver. 

1792-1833  (42  years).... 
1834-1852  (19  years)    ... 

1853-1878  (21  years) 

1874-1894  (21  years).... 

$11,825,890  01 
224,962,920  00 
615,325,627  50 

880,437,885  50 

$1,439,517 
1,118:481 

•  5,478,238 
422,426,749 

$34,83',560  90 
41,853,293  60 
62,769,805  80* 

111,992,971  85t 

$36,275,077  90 
42,966,776  60 
68,218,043  80 

534,419,720  85 

$48,100,96?  PO 

267,929,696  60 

C83,573,671  30 

1,414,857,606  35 

Total . 

1,732,552,323  00 

430,457,987 

251,451,632  15 

681,909,619  15 

2,414,461,942  15 

Including  $1,225,000  trade  dollars. 


t  Including  $34,740,924  trade  dollars. 


1792 

TO 

I833(C=1 


t 


m 


1853 

TO 
1873 


1874(1 

TO      ) 

I894(n 


Gold 

Silver  Dollars 

Subsidiary  Silver 


Coinage  op  Nations. 

[Report,  Director  of  Mint,  1894,  p.  161.] 


Countries. 

1891. 

1892. 

1893. 

Gold. 

Silver. 

Gold. 

Silver. 

Gold. 

Silver. 

United  States 

$29,222,005 

280,565 

32,720,633 

26,389,044 

117,411 

3,362,450 

14,086,800 

2,110,981 

2,885,561 

126,708 

$27,518,857 

24,493,071 

5,141,594 

$34,787,223 

275,203 

67,682,503 

30,784,262 

"  "  871,225 

8,863,874 

555,909 

14,038,714 

130,105 

9,381,062 

1,319,525 

'245 

$12,641,078 

26,782,721 

3,790,673 

$56,997,020 

493,167 

45,094.210 

32,059,354 

$8,802,797" 

28,005,396 

5,296,728 

Great  Britain 

India  * 

32,670,498 

'"  1,139,252 
2,690,902 
3,356,394 

52,258,747 

"1,237,864 

2,920,484 

5,315,069 

22,997 

8,917,860 

12,307,062 

3,075,840 

1,567,800 

120,600 

78,990 

242,207 

183,850 

883,464 

1,100,000 

3,500,000 

471,131 

6,488,763 

12,028,059 

40,118,62* 

France 

9,832.068 
26,280,188 

2,315,493 

§55,932,881 

159,086 

2,093,713 

2,499.874 

§18,073,120 

Austria-Hungary  t. .  / 

Italy 

Spain 

12,242,000 

8,523,904 

7,277,040 

367,000 

134,000 

22,000 

121,750 

144,750 

482,400 

1,500,000 

2,854,137 

675,500 

5,354,240 

1,635,078 

3,290,593 

12,300,705- 

1,412,640 

562,800 

1,083,725 
169,560 

1,306,070 

26,171 

"  "  886,000 
140,672 

147,400- 

386,000 
3,342,000 

888,000 

736,989 

874,628 

Hong  Kong f . . . . 

1,500,000' 

4,243,800 
347 

2,663,400 
126,279 
461,000 

3,231,905 

134,004 
""  136,000* 

3,278,274 
8,417,818 

All  others 

24,697 

Total 

119,534,122 

138,294,367 

172,473,124 

155,929,765 

231,862,530 

135,945,426 

*  Rupee  calculated  at  coining  rate,  $0.4737. 

+  Silver  rouble  calculated  at  coining  rate,  $0.7718. 

t  Silver  florin  calculated  at  coining  rate,  $0,482. 

{  Silver  florin  calculated  at  coining  rate,  $0.4056,  under  the  Coinage  Act  of  August  2,  1892. 
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CREDIT    INSTRUMENTS. 

Percentage  of  Credit  Instruments  in  Total  Receipts  op  National  Banks  on 

Vartous  Da.tes. 

[Compiled  from  Reports  of  the  Comptroller  of  Currency.] 


Cities. 

June  30, 1881. 

September 
17, 1881. 

July  1,  1890. 

September 
17, 1890. 

September 
15, 1892. 

98.70 
92.00 
96.50 
96.00 
88.00 
92.90 
90.40 
93.80 
60.00 
89.80 
92.80 
94.00 
87.50 
88.30 
82.30 
91.80 

98.80 
90.30 
93.70 
96.40 
90.00 
93.90 
86  20 
96.50 
45.80 
80.20 
83.40 
95.10 
93.50 
94.90 
81.50 
77.40 

96.04 
95.11 
94.14 
96.19 
92.34 
89.89 
92.37 
92.97 
65.27 
90.09 
94.55 
93.08 
87.31 
83.25 
89.77 
85.61 

95.64 
95.06 
90.70 
93.48 
93.50 
89.16 
90.00 
96.60 
82.65 
82.83 
92.68 
94.74 
95.61 
87.50 
89.59 
91.20 

92.36 

94  62 

93.11 

93  92 

Cincinnati 

94.64 

82.46 

90  02 

95.33 

66.65 

87.16 

Louisville 

91.86 
92.79 

Detroit 

91.82- 

90  93 

St.  Louis 

87.83: 

83  39 

Reserve  cities,  except  New  York. 

94.38 

92.35 

93.66 

92.27 

92.74 

Cities  other  than  reserve 

81.72 

81.74 

84.09 

82.91 

84.91 

Whole  United  States 

95.13 

94.09 

92.50 

91.04 

90.61 

Credit  Instruments  in  Retail  Transactions. 

[Report  of  Comptroller  of  Currency,  1894,  p.  19.] 


State. 

Per  Cent,  of 
Money. 

Per  Cent,  of 
Checks. 

State. 

Per  Cent,  of 
Money 

Per  Cent,  of 
Checks. 

35 

40.6 

89.7 

58.4 

29.5 

45.4 

46.3 

34 

29.8 

45.7 

44.8 

54.7 

40.6 

46.1 

84.3 

83.6 

87.7 

41.9 

50.5 

45.1 

13.5 

56.8 

85.7 

65 

59.4 

60.3 

41.6 

70.5 

54.6 

53.7 

66 

70.2 

54.3 

55.2 

45.8 

59.4 

53.9 

65.7 

66.4 

62.3 

58.1 

40.5 

54.9 

86.5 

43.2 

64.3 

27.3 

35.6 

42.9 

49 

16.4 

42.5 

50.5 

43.7 

54.8 

39.2 

51 

47.9 

41 

62.4 

42.9 

32.5 

43.7 

87.8 

25.2 

86 

83.2 

40.5 

56.4 

72.7 
64  4 

New  Hampshire 

57.1 
51 

California 

83  6 

57  5 

North  Carolina 

North  Dakota 

Ohio 

49.5 
56  3 

Florida 

45  2 

60  8 

Illinois 

Oregon .  

49 

52.1 
59 

South  Dakota 

87  6 

Kansas 

57  1 

Texas  

Utah 

67  5 

Maine 

56.8 
62  2 

Virginia 

West  Virginia 

74  8 

Michigan 

64 
66  8 

59  5 

43.6 

The  above  table  summarizes  the  results  of  an  investigation  made  by  the  Comptroller 
of  the  Currency  in  1894.  They  indicate  the  relative  amounts  of  cash  and  credit  instru- 
ments respectively  in  the  deposits  in  National  banks,  by  retail  merchants  throughout  the. 
United  States. 
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GOLD. 
Currency  Value  op  Gold. 

Table  showing  the  Value  in  Currency  of  One  Hundred  Dollars  in  Gold  in  the  New  York 
Market,  by  Months,  Quarter  Years,  Half  Years,  Calendar  Years  and  Fiscal  Years, 
January  1, 1862,  to  December  31, 1878,  both  inclusive. 

[Bureau  of  Statistics  Quarterly  Keports,  1878-9,  p.  116.] 


Periods. 

1862 

1863 

1864 

1865 

1866 

1867 

1868 

1869 

1870 

1871 

1872 

1873 

1874 

1875 

1876 

1877 

1878 

Jan 

102.5 

145.1 

155.5 

216.2 

140.1 

134.6 

138.5 

135.6 

121.3 

110.7 

109.1 

112.7 

111.4 

112.5 

112.8 

106.3 

102.1 

Feb 

103.fi 

160.5 

158.6 

205.5 

138.4 

137.4 

141.4 

134.4 

119.5 

111.5 

110.3 

114.1 

112.3 

114.5 

113.4 

1(5.4 

102 

Mar 

101.8 

154.o 

162.9 

173.8 

130.5 

135 

139.5 

131 .3 

112.6 

111 

110.1 

115.5 

112.1 

115.5 

113.8 

104.8 

101.2 

Apr 

101.5 

151.5 

172.7 

149.5 

127.3 

135.6 

138.7 

132.9 

113.1 

110.6 

111.1 

117.8 

113.4 

114.8 

113 

106.2 

100.6 

May 

103.3 

148.9 

176.3 

135.6 

131.8 

137 

139.6 

139.2 

114.7 

111.5 

113.7 

117.7 

112.4 

115.8 

112.6 

106.9 

100.7 

June 

106.5 

144.5 

210.7 

140.1 

148.7 

137.5 

140.1 

138.1 

112.9 

112.4 

113.9 

116.5 

111.3 

117 

112.5 

105.4 

100.8 

July 

115.5 

130.6 

258.1 

142.1 

151 .6 

139.4 

142.7 

136.1 

116.8 

112.4 

114.3 

115.7 

110 

114.8 

111.9 

105.4 

100.5 

Aug 

114.5 

125.8 

254.1 

143.5 

148.7 

140.8 

145.5 

134.2 

117.9 

112.4 

114.4 

115.4 

109.7 

113.5 

111.2 

105 

100.5 

Sept 

Oct 

118.5 

134.2 

222  5 

143.9 

145  5 

143.4 

143.6 

136.8 

114.8 

114.5 

113.5 

112.7 

109.7 

115.8 

110 

108.8 

100.4 

138,5 

147.7 

207.2 

145,5 

148.3 

143.5 

137.1 

130.2 

112.8 

113.2 

113.2 

108.9 

110 

116.4 

109.7 

102.8 

100.5 

Nov 

181.1 

148 

233.5 

147 

143  8 

139.6 

134.4 

126.2 

111.4 

111.2 

112.9 

108.6 

110.9 

114.7 

109.1 

102.8 

100.2 

Dec 

132.3 

151.1 

227.5 

146.2 

136.7 

134.8 

135.2 

121.5 

110.7 

109.3 

112.2 

110 

111.7 

113.9 

107.9 

102.8 

100.1 

1st  qr.  yr. 

102,6 

153.4 

159 

198,5 

136  3 

135.7 

139.8 

133. R 

117.8 

111.1 

109.8 

114.1 

111.9 

114.2 

113.5 

105.5 

101.7 

2d  qr.  yr. . 

103.8 

148.3 

18fi.fi 

141.4 

135.9 

136.7 

139.5 

136.7 

113.6 

111.5 

112.9 

117.3 

112.4 

115.9 

112.7 

106.2 

100.7 

3d  qr.  yr. . 

116.2 

130.2 

244.9 

143.2 

148.6 

141.2 

143.9 

135.7 

116.5 

113.1 

114.1 

114.6 

109.8 

114.7 

111 

104.6 

100.5 

4th  qr.  yr. 

130.6 

148.9 

222.7 

146.2 

142.9 

139.3 

135.6 

126 

111.6 

111.2 

112.8 

109.2 

110.9 

115 

108.9 

102.8 

100.3 

1st  half  yr 

103.2 

150  8 

172  8 

169  9 

136  1 

13«,2 

139.fi 

135.8 

115.7 

111.3 

111.4 

115.7 

112.2 

115.1 

113.1 

105.9 

101.2 

2d  half  yr 

1*3.4 

189.6 

233.8 

144.7 

145.8 

140.3 

139.8 

130.8 

114 

121.1 

113.4 

111.9 

110.3 

114.8 

109.9 

108.  V 

100.4 

Cal.  yr. . . 

Fiscal  yr. 
end  ed 
June  30. 

118.8 

145.2 

203.3 

157.3 

140,9 

138.2 

139.7 

133 

114.9 

111.7 

112.4 

113.8 

111.2 

114.9 

111.5 

104.3 

100.8 

101.6 

137.1 

156.2 

201.9 

140.4 

141 

139.9 

137.5 

123.3 

112.7 

111.8 

114.6 

112 

112.7 

113.9 

107.9 

102.5 

Note.— The  monthly  figures  are  averages  of  daily  quotations,  each  of  which  is  the  mean  of  four : 
the  opening,  highest,  lowest  and  closing  prices  in  New  York. 


Chart  Showing  Currency  Value  of  Gold,  1862-1878. 
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For  Gold  Par  Equivalents  in  the  coinage  of  the  chief  nations  see  "  The  World's  Currencies  " 
(Pound  Currency,  vol.  ii,  No.  4) ;  or  Norman's  "  The  World's  Metal  Monetary  Systems." 

For  the  Premium  on  Gold  Qver  silver  iu  France  from  1880  to  1847,  see  Gimn's  "  The  Case 
against  Bimetallism  "  (1895),  pp.  285-34. 
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Tails  showing  total  and  net  amount  of  Gold  Coin  and  Bullion  in  the  Treasury  from 
latest  returns  received  at  the  end  of  each  month  ;  together  with  monthly  receipts  from 
Customs  at  New  York,  and  percentage  of  each  kind  of  money  received. 


1879 

1880 

1881 

1882 

1883 

1884 

1885 

1886 

1887 

1888 

1889 

1890 

1891, 

January 

February... 

March 

April 

May 

June 

July 

August 

September  . 

October 

November  . 
December . . 

1892. 

January 

February . . . 

March 

April 

May 

June 

July 

August 

September. . 
October 
November.. 
December . . 

1893. 

January 

February. . . 

March. 

April 

May 

June 

July 

August 

September . 

October 

November  . 
December . . 

1894. 
January — 
February . . . 

March 

April 

May 

June 

July 

August 

September  . 

October 

November.. 
December  . 

1895 
January  — 
February. . . 

March 

April 

May 

June 

July 

August 

September  . 
October 


Total  Gold  in 

Treasury,  Coin 

and  Bullion. 


Gold  Certifi- 
cates in  Circu- 
lation. 


8145, 
139. 
168; 
MB, 
19T, 
215, 


319. 
314. 
311, 

297. 


2S0. 
855. 
883 
886, 

240. 
244 
263 
271, 

278, 

882 


274,817  00 
414,252  00 
426,095  00 
802,417  00 
717,816  00 
744,160  00 

727.120  00 
522,784  00 
072,365  00 
990,695  00 
649,414  00 
066,350  00 

567,546  04 
831,953  14 
435,218  50 
633,039  99 
331,502  93 

518.121  59 
828,413  24 
741.487  66 
974,790  94 
774,741  81 
843,193  35 
846,749  90 


753,863 
,123,391 
,144,269 
,623,455 
,527,091 
,577,705 
,306,220 
,543,695 
,605,908 
,261,468 
,598,465 
,359,801 


228,827,532 
217,672,947 
218,378,232 
202,283,359 
196,518,609 
188,455,432 
186,813,962 
176,423,172 
173,209,771 
163,274,171 
161,122,128 
158,303,779 

142,665,594 
177,462,797 
176,458,044 
170,192,457 
148,067,816 
131,217,433 
120,922,836 
120,885,869 
123,665,756 
125,613,895 
164,350,468 
139,606,854 

97,353,776 
138,593,280 
139.486,496 
139,998,153 
147,690,977 
155,893,931 
155,354,065 
149,410,926 
143,557,512 
143.300,«38 


$15,025,360 

8,060,913 

5,693,602 

9,660,982 

53,804,679 

79,709,791 

117,172,957 

88,809,762 

95,435.840 

117.070,855 

124,874,379 

135,790,091 

155,839,449 
147,119,129 
144,317,069 
138,890,799 
122,124,339 
120,850,399 
115.715,389 
108,273,079 
112,451,569 
136,100,319 
142,649,969 
148,106,119 

163,178,959 
160,001,279 
154,329,229 
153,713,699 
157,295,209 
141,235,339 
136,861,829 
128,387,379 
121,210,399 
120,255,349 
123,188,809 
117,093,138 

120,645,819 
114,388,729 
111,486,009 
105,272,029 
101,469,969 
92,970.019 
87,611,029 
80,414,019 
79,627,599 
78,889,309 
78,163,079 
77,412,179 

77,015,419 
70,935,729 
70,306,909 
69,990,449 
69,374,549 
66,344,409 
65,947,229 
65,668,969 
64,790,439 
64,252,069 
58.925,899 
53,361,909 

52,647,809 
51,507,769 
4  <, 843, 189 
48,751.009 
48,539,5'i9 
48,381,569 
48,117,579 
49,081,089 
50,645,539 
50,417,659 


Net  Gold  in 
Treasury. 


$130,249,457  00 
131,353,339  00 
162,732,493  00 
149,141.435  00 
143,913,137  00 
136,034,369  00 
129,554,163  00 
155,713,022  00 
189,636,525  00 
202,919,840  00 
189,775,035  00 
175,276,259  00 


141,728, 
149,712! 
148,118 
141,742 
133,207 
117,667, 
121,113 
132,471 
132,523 
127,674 
129,193 
130,740 


097  04 
824  14 
149  50 
,240  99 
,163  93 
,722  59 
,024  24 
,408  66 
221  94 
,422  81 
224  35 
,630  90 


119,574,904  24 
122,122,112  53 
125,815,040  34 
119,909,756  45 
114,231,882  86 
114,342,366  23 
110,444,391  66 
114,156,316  63 
119,895,509  58 
124,006,119  91 
124,409,656  89 
121,266,662  29 

108,181,713  53 
103,284,218  91 
106,892,223  99 
97,011,330  08 
95,048,640  76 
95,485,413  59 
99,202,933  98 
96,009,123  44 
93,582,172  16 
84,384,862  26 
82,959,049  09 
80,891,600  13 


65,650. 
106,527, 
106,149, 
100,202 
78,693, 
64,873 
54,975 
55,216 
58,875 
61,361 
105,424 
86,244 


175  37 
068  49 
135  68 
,008  63 
267  58 
024  55 
,(507  41 
,900  49 
,317  92 
,826  73 
,569  01 
445  05 


44,705,967  27 
87,085,511  14 
90,643,307  08 
91,247,144  35 
99,151,406  53 
107,512,362  46 
107,236,486  79 
100,329,837  27 
92,911,973  75 
82,943,179  92 


Customs 

Keceipts 

at  New  York. 


$8,934,083 
11,710,667 
11,987,000 
12,771,917 
11,501,^00 
10,665,500 
10,610,167 
11,599,250 
12,329,583 
11,883,245 
12,306,530 
13,611,087 

16,794,456 

12,280,373 

10,520,414 

7,711,917 

7,449,775 

9,131,418 

11,303,169 

10,460,330 

9,961,740 

9,337,291 

8,502,785 

9,314,666 

11,960,445 
11,628,815 
10,871,923 
8,879,912 
8,103,436 
9,591,270 
12,295,908 
13,175.485 
11,335,347 
10,341,120 
9,951,385 
10,570,853 

15,291,892 
12,439,280 
12,805,678 
9,717,539 
9,967,707 
9,837,798 
10,220,733 
8,188,032 
7,964,839 
7,537,386 
6,312,807 
5,645,908 

8,315,531 
7,424,084 
7,448.479 
6,732,696 
6,238,234 
5,181,179 
6,175,379 
8,723,031 
9,692,868 
8,228,744 
6,769,6^8 
7,432,396 

12,817,827 
9,341,674 
9,798,083 
8,824,715 
8.104,095 
7,510,041 
10,633,052 
10,296,684 
9,756,439 
9,299,368 


Sa 


% 

12.7 
55.1 
47.0 
65.7 
76.1 
45.6 
45.7 
39.0 
75.8 
81.4 
86.7 
90.9 


81.1 
65.1 
47.2 
28.0 
12.5 
15.1 
12.8 
11.8 
20.0 
43.6 
65.4 

66.2 
25.9 
18.8 
15.1 
10.0 
8.3 
13.9 
12.1 
3.6 
6.7 
7.9 
4.4 


9.2 

7.8 

3.0 

0.1 

.0 

17.1 

51.7 

59.8 

37.7 

31.4 

29.1 

17.6 
7.7 
3.9 
2.8 
2.3 
1.9 
0.0 
0.5 
0.1 
0.0 
0.0 
0.4 

0.7 
0.3 
0.2 
0.1 
0.1 
0.1 
0.4 
0.0 
0.0 
0.1 


% 
14.4 
34.8 
48.5 
27.6 
17.8 
32.1 
25.6 
18.1 
11.6 
9.0 
3.7 
2.0 

2.1 
6.6 
16.5 
20.0 
26.8 
14.0 
8.5 
5.2 
4.5 
4.4 
2.8 
3.1 

4.3 
9.3 
5.7 
6.9 
13.0 
15.9 
15.5 
10.4 
10.9 
6.4 
6.3 
9.2 

15.8 
20.7 
15.7 
23.3 
37.8 
12.0 
12.3 
5.4 
17.7 
81.4 
45.9 
51.2 

59.4 
56.3 
49.5 
65.7 
81.1 
83.7 
59.5 
48.0 
23.6 
27.1 
31.9 
39.0 

40.7 
81.4 
80.7 
85.9 
86  4 
36.3 
80.6 
25.5 
20.2 
24.1 


NoT».—Tb*  figures  above  quoted  for  years  prior  to 
figures. 


are  averages  of  the  corresponding  monthly 


456 


JJ.  S.  CURRENCY  STATISTICS. 


Chart  Showing 

Average  Yearly  Net  Gold  Reserve, 

1879- 

1895. 
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Net  Gold  Reserve,  Monthly,  for  the  Past  Five  Years. 
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Product  of  Gold  and  Silver  in  the  United  States  from  1792  to  1844,  and 

annually  since. 

[The  estimate  for  1792-1873,  is  by  R.  W.  Raymond,  Commissioner,  and  since  by  the  director  of  the  Mint.] 


Years. 

Gold. 

Silver 
(Coining 
Value). 

Total. 

Years. 

Gold. 

Silver 
(Coining 
Value.) 

Total. 

April  2,  1792) 
July  31,  1834  f 

July  31,  1834! 
Dec.  31, 1844  f 

1845 

$14,000,000 

7,500,000 

1,008,327 
1,139,357 
889,085 
10,000,000 
40,000,000 
50,000,000 
55,000,000 
60,000,000 
65,000,000 
60,000,000 
55,000,000 
55,000,000 
55,000,000 
50,000,000 
50,000,000 
46,000,000 
43,000,000 
39,200,000 
40.000,000 
46,100,000 
53,225,000 
53,500,000 
51,725,000 
48,000,000 

Insignificant 

$250,000 

50,000 

50,000 

50,000 

50,000 

50,000 

50,000 

50,000 

50,000 

50,000 

50,000 

50,000 

50,000 

50,000 

500,000 

100,0,-0 

150,000 

2,000,000 

4,500,000 

8,500,'  00 

11.000,0  0 

11.250,000 

10,000,000 

13.500,000 

12,000,000 

$14,000,000 
7,750,000 

1,058,327 
1,189,357 
919,085 
10,050,000 
40,050,000 
50,050,000 
55,050,000 
60,050,000 
65,050,000 
60,050,0C0 
55,050.000 
55,050,000 
55,050,000 
50,500,000 
50,1C0,000 
4  ,150.000 
45,000,000 
43,700,000 
48,500,000 
57,100,000 
64,475,000 
63,500,000 
65,225,000 
60,000,000 

1869 

$49,500,000 
50,OO0,C00 
43,500,000 
36,000,000 
36,000,000 
33,500,000 
33,400,000 
39,900,000 
46,900,000 
51,200,000 
38,900,000 
35,000,000 
34,700,000 
32,500,000 
30,000,000 
30,800,000 
31,800,000 
85,000,000 
33,000,000 
33,175,000 
32,800,000 
32,845,000 
33,175,000 
33,000,000 
35,955,000 
39,500,000 

$12,000,000 
16,000,000 
23,000,000 
28,750,000 
35,750,000 
37,300,000 
31,700,000 
38,800,000 
39,800,000 
45,200,000 
40,800,000 
39,200,000 
43,000,000 
46,810,000 
46,200,000 
48,800,000 
51,600,000 
51,000,000 
53,350,000 
59,195,000 
64,646,000 
70,464,000 
75,417,000 
82,101,000 
77,576,000 
64,000,000 

$61,500,0O» 

ee^o^ooo1 

66,500,000 
64,750,000- 
71,750,000 
70,800,000 
65,100,000- 
78,700,000 

1870 

1871 

1872 

1873 

1846 

1874 

1847 

1875 

1848 

18:6 

1877 

1849     . 

86,700,000 
96,400,000 
79,700,000 
75,200,000 
77,700,000 

1850 

1878 

1851 

1879 

1852   . 

1880 

1853 

1881... 

1882  

18-3 

1854 

79,300,000 

1855 

76,200,000 
79,600,000 
83,400.000 

1856.  . 

1S84 

1857 

1835 

1826 

1887 

1858 

86,000,000* 
86,350,000 
92,370,000 
97,446,000 
103,309,000 

1859 

I860 

18^8 

1S89 

1861 

1862 

1890 

1891 

1868 

108,592,000 
115,101,000 
113,531,000 
103,500,000 

1864 

1892 

1865 

1*93 

1894... 

Total 

1866. 

1863 

2,013,336,769  1.296.849.000 

3,310,185,769 

Ownership  of  Gold  and  Silver  in  the  United  States  July  1,  1893. 

[Report  of  Director  of  Mint,  1803,  p.  45.] 


Ownership. 

Gold  Coin 
and  Bullion. 

Silver  Coin  and  Bullion. 

Total  Gold 
and  Silver 

Silver 
Dollars. 

Subsidiary 
Silver  Coin. 

Silver   Bul- 
lion. 

Total  Silver. 

Coin   and 
Bullion. 

United   States! 

Treasury  f 

National    banks! 

(July  12,  1893)..    f 
Private  banks  and  i 

individuals j 

*$96,519,833 
$150,634,962 
350,512,890 

f$35,578,929 
§30,006,637 
353,746,884 

$11,945,257 
6,119,575 
59,350,291 

$118,968,326 

$166,492,512 
36,126,212 
413,242,760 

$263,012,845- 
186,761,174 
763,785,650- 

145,585 

Total 

) 

$597,697,685 

$419,332,150 

$77,415,123 

$119,113,911 

$615,831,484 

$1,213,559,169- 

*Gold  coin  and  bullion  in  Treasury  exclusive  of  $92,6*2,183  gold  certificates  outstanding, 
t  Silver  dollars  in  Treasury  exclusive  of  $326,828,848  silver  certificates  outstanding. 
$  Includes  $54,835,100  Treasury  and  clearing-house  gold  certificates. 
§  Includes  $22,626,1S0  silver  certificates  held  by  national  banks. 

Ownership  of  Gold  and  Silver  in  the  United  States  July  1,  1894. 

[Report  of  Director  of  Mint,  1894,  p.  40.] 


Ownership. 

Gold  Coin 
and  Bullion. 

Silver  Coin  and  Bullion. 

Total  Gold 
and  Silver 

Silver 
Dollars. 

Subsidiary 
Silver  Coin. 

Silver   Bul- 
lion. 

Total  Silver. 

Coin    and 
Bullion. 

United  States! 

Treasury ( 

.National     banks  i 

(July  18.  1894)...  f 
Private  banks  and  1 

individuals f 

♦$64,896,466 
1199,635,167 
362,761,568 

t$41,169,437 
§45,091,901 
333.071,870 

$17,738,968 
5,943,584 
52,567,373 

$128,666,824 

$187,575,229 
51,035,485 
385,737,043 

$252,471,695- 
250,670,652: 
748,498,611 

97,800 

Total 

$627,293,201 

$419,333,208 

$76,249,925 

$128,764,624 

$624,347,757 

91,251,640,95* 

*  Gold  coin  and  bullion  in  Treasury  exclusive  of  $06,339,849  gold  certificates  outstanding, 
t  Silver  dollars  in  Treasury  exclusive  tf  $326,990,7.6  silver  certificates  outstanding. 


X  Includes  $74,583/90  Treasury  and  clearing-house  gold  certificates. 
§  Includes  $38,075,412  sil .  er  certificates  held  by  national  banks. 


U.  S.  GUBlt^lWT  STATISTICS. 


459- 


Ownership  op  Gold  and  Silver  in  the  United  States  July  1,  1895. 


Gold  Coin 
and  Bullion. 

Silver  Coin  and  Bullion. 

Total  Gold 
and   Silver 

Ownership. 

Silver          Subsidiary 
Dollars.      '^Cver  Coin. 

Silver  Bul- 
lion. 

Total  Silver. 

Coin     and 
Bullion. 

United  States  1 
Treasury f 

National  banks) 
(July  11,  1895)...  (" 

Private  banks  and  1 
individuals ) 

*  $107,512,362 
$171,217,437 
357,439,189 

+$51,574,305 
§37,375,516 
334,339,398 

$16,552,845 
5,834,241 
54,385,477 

$124,479,849 

$192,606,999 
43,209,757 
388,724,875 

$300,119,361 
214,427,194 
746,164,064 

Total 

$636,168,988 

$423,289,219 

$76,772,563 

$124,479,849 

$624,541,631 

$1,260,710,619 

*  Gold  and  silver  bullion  in  the  Treasury  exclusive  of  $48,381,569  gold  certificates  outstanding. 
+  Silver  dollars  in  the  Treasury  exclusive  of  $319,731,752  silver  certificates  outstanding. 
j  Includes  $53,740,600  Treasury  and  Clearing-house  gold  certificates. 
§  Includes  $30,127,457  silver  certificates  held  by  national  banks. 


Imports  and  Exports  op  Gold  and  Silver  Coin  and  Bullion  Into  and  From 

the  United  States. 

[Commerce  and  Navigation,  1894,  p.  xxii.] 


Gold  Coin  and  Bullion. 

Silver  Coin  and  Bullion. 

Year 
Ending 
June  30. 

Imports. 

Exports. 

Excess  of 
Imports 

over 
Exports. 

Excess  of 
Exports 

over 
Imports. 

Imports. 

Exports. 

Excess  of 
Imports 

over 
Exports. 

Excess  of 
Exports 

over 
Imports. 

1864 

$11,176,769 
6,498,2:8 
8,196,261 
17,024,866 
8,737,443 
14,132,568 
12,056,950 
6,883,561 
8,717,458 
8,682,447 
19,503,137 
13,696,793 
7,992,709 
20,246,234 
13,330,215 
5,624,948 
80,758,396 
10 ',031,259 
34,377,054 
17,734,149 
22,831,317 
26,691,690 
20,743,349 
42,910,601 
43,934,317 
10,284.858 
12,943.842 
18,232,567 
49,699,454 
21,174,3-1 
72,449,119 
85,146,734 

$100,661,634 

58,381,033 

71,197,309 

39,026,627 

72,396,344 

36,003,498 

33,635,962 

66,686,208 

49,548,700 

44,856,715 

84,042,420 

66,980,977 

31.177,050 

26,590,374 

9,204,455 

4,587,614 

3,639,025 

2,565,132 

3-.\587,S80 

11,600,888 

41,081,957 

8,477,892 

42,952,191 

9,701,187 

18,376,234 

59,952,285 

17,274.491 

86,362,654 

50,195,327 

108,680,844 

76,978,061 

66,131,183 

$89,484,865 
51,882,805 
63,001,04S 
22,001,761 
63,628,901 
21,870,930 
21,579,012 
59,802,6  7 
40,831,302 
36,174,238 
14,539,283 
53,284,184 
23,184,341 
344,140 

$1,938,843 
3,311,844 
2,503,831 
5,045,609 
5,450,925 
5,675,308 
14,362,229 
14,386,463 
5,026,231 
12,798,493 
8,951.769 
7,203,924 
7,943,972 
1 ',528,180 
16,491,099 
14,671,052 
12,2:5,914 
10,544,238 
8,095,330 
10,755,242 
14,594,945 
16,550,6-^7 
17.850,307 
17,260,191 
15,403,069 
18,078,215 
21,032,981 
18,026.880 
19,955,086 
23,193,252 
13,286,5f2 
9,552,526 

$4,734,907 
9.262,193 
14,846,762 
21,841,745 
2l,387,7o8 
21,184,882 
24,519,704 
31,755,780 
30,328,774 
39,751,859 
82,587,985 
25,151,165 
25,329,252 
29,571,863 
24,535,670 
20,409,827 
13,503,894 
16,841,715 
16,829,599 
20,219,445 
26,051,426 
33,753,633 
29,511,219 
26,296,504 
28,037,949 
86,689,248 
34.878,929 
22,590,988 
82,810,559 
40,737,319 
60,451,265 
47,227,817 

$2,796,064 

5,950,349 

12,342,931 

16,796,136 

15,936,833 

15,459,574 

10,157,475 

17,369,317 

25,302,543 

26,953,369 

23,636,219 

17,947,241 

17,385,280 

15,043,683 

8,044,571 

5,738,775 

1,227,980 

6.297,477 

1865  .. 

1866 

1867  ... 



1868  .... 

1869 

1870 

1871 

1872  ... 

1873  . 

1874  ... . 

1875  .... 



1876  .... 

1877  .... 

1878 

$4,125,760 

1,037,334 

77,119,371 

97,466,1-7 

1,789,-74 

6,133,261 

1879 

1880  .... 



1881 

1882  .... 

8,734,263 

9,464,203 
11,456,481 
17,203,006 
11,660,912 

9,036,313 
12,084,280 
18,011.083 
13,840,945 

4,564,108 
12,855,473 
17,544,067 
87,164,713 
37,674,797 

1883  .... 

1884 

18,250,640 

1885  .... 

18,213,804 

1886  .... 

22,208,842 

1887  .... 

83,209,414 
25,558,083 

1888  .... 

1889  .... 

49,«67,427 
4,331,149 

68,130,087 
495,873 

87,503,4G3 
4,528,942 

30,984,449 

1890.... 
1891  .... 

1892  .... 

1898  .... 

1894.... 
1895  .... 



Prior  to  1864  the  figures  cannot  be  given  for  domestic  exports  or  imports  of  gold  and  silver  separately. 
The  figures  of  total  imports  and  exports  for  the  years  1815-1863  will  be  found  in  the  Report  on  Commerce 
and  Navigation,  1894,  p.  xxii.,  or  Statistical  Abstract  for  1894,  pp.  51,52.  The  Annual  Report  on  Commerce 
and  Navigation  gives  full  details  as  to  countries  to  and  from  which  gold  and  silver  are  exported  and 
imported. 

References,  Gold  and  Silver.— For  consumption  of  gold  and  silver  in  the  arts,  by  countries, 
see  "History  of  Bimetallism,"  by  J.  L.  Laughlin  (N.  Y.,  1891),  p.  256.— For  Exports  and  Imports,  see 
Report  of  Director  of  the  Mint,  1894,  pp.  141-153,  298,  299,  by  countries  150-153,  300-318— The  most 
generally  recognized  authority  on  production  of  gold  and  silver  is  Dr.  Adolph  Soetbeer.  His  "  Materials," 
translated  into  English,  form  a  part  of  a  United  States  Government  Report  on  "  Bimetallism  in  Europe," 
(1887).  His  latest  work,  M  Literaturnachweis  fiber  Geld  und  Munwesen,"  contains  the  results  of  hia 
researches  to  1892. 


460 


U.  S.  CURRENCY  STATISTICS. 


.....................    ■■■■■■! 

iiSiHHHHMMMii"::::::::::    ■■!■!      ""■■■"■■"■Sa" 


U.  S.  CURBENCY  STATISTICS. 


461 


PRICES  AND  WAGES. 
Relative  Prices  and  Wages  in  the  United  States  and  Elsewhere. 

[Compiled  from  "Has  Gold  Appreciated,"  by  C.  C.  Jackson.] 


1840 
1841 
3842 
184  \ 
1844 
1845 
1846 
1847 
1848 
18*1 
1850 
1851 
1852 
1853 
1854 
1855 
1856 
1857 
1858 
1S59 
1860 
1861 
1862 
1863 
1864 
1865 
1866 
1867 
1868 
1869 
1870 
1871 
1872 
1873 
1874 
1875 
1876 
1877 
1878 
1879 
18*0 
1881 

1883 
1884 
1885 
1886 
1887 
188* 
1488 
1890 
1891 
1892 
1898 
1894 


Prices. 


Soetbeer, 
London  and 
Hamburg 


-100.00 

100.21 
101.69 
113.69 
121.25 
124.23 
123.27 
130.11 
113.52 
116.34 
120.98 
118  10 
122.65 
125.49 
129.28 
122.63 
125.85 
124.44 
121.99 
121.38 
192.87 
127.03 
135.62 
138.28 
136.20 
129.85 
128.33 
127.70 
120.60 
117.10 
121.89 
121 .07 
122.14 
122.24 
114.25 
108.72 
103.99 
102.02 
102.04 
106.13 
108.13 
109.19 


London 

E  c  ono- 

mist. 

Sauer- 
beck, En- 
glish 
Prices. 

.... 

1 

89 

L  100 

95 

78 

J 

74 

77 

104 

75 

93 

78 

108 

95 

122 

102 

118 

101 

123 

101 

132 

105 

119 

91 

115 

94 

121 

99 

124 

98 

131 

101 

159 

108 

172 

105 

163 

101 

162 

102 

137 

100 

122 

99 

121 

98 

122 

96 

118 

10U 

129 

109 

134 

111 

131 

102 

126 

96 

123 

95 

123 

91 

115 

87 

101 

83 

15 

88 

108 

85 

111 

84 

106 

82 

101 

76 

95 

72 

92 

69 

94 

68 

101 

70 

99 

72 

102 

72 

102 

72 

97 

68 

96 

95 

Aldrich 
Report— 
United 

States 


97.7 

98.1 

90.1 

84.3 

85.0 

88.2 

95.2 

95.2 

88.3 

83.5 

89.2 

98.6 

97.9 

105.0 

105.0 

109.2 

112.3 

114.0 

113.2 

102.9 

100.0 

94.1 

101.6 

91.1 

110.7 

107.4 

134.0 

123.2 

125.6 

112.3 

119.0 

122.9 

121.4 

114.5 

116.6 

114.6 

108.7 

107.0 

103.2 

95.0 

104.9 

1H8.4 

109.1 

106.6 

102.6 

983 

93.4 

94.5 

96.2 

98.5 

93.7 

94.4 

92.8 

91.7 


Wages  in  U.  S. 


Currency. 


82.5 
79.9 
84.1 
83.0 
83.2 
85.7 
89.1 
91.3 
91.6 
90.5 
90.9 
91.1 
91.8 
93.2 
95.8 
97.5 
98.0 
99.2 
97.9 
99.7 
100.0 
100.7 
103.7 
118.8 
134.0 
148.6 
155.6 
164.0 
164.9 
167.4 
167.1 
166.4 
167.1 
166.1 
162.5 
158.0 
151.4 
143.8 
140.9 
139.4 
143.0 
150.7 
152.9 
159.2 
155.1 
155.9 
155.8 
156.6 
157.9 
162.9 
168.2 
168.6 


Gold. 


82.5 
79.9 
84.1 
83.0 
83.2 
85.7 
89.1 
91.3 
91.6 
90.5 
90.9 
91.1 
91.8 
93.3 
95.8 
97.5 
98.0 
99.2 
97.9 
99.7 
100.0 
100.7 
101.2 
81.9 
86.2 
68.7 
111.1 
121.8 
119.1 
123.5 
136.9 
150.3 
153.2 
147.4 
145.9 
140.4 
134.2 
135.4 
139.0 
139.4 
143.0 
150.7 
152.9 
159.2 
155.1 
155  9 
155.8 
156.6 
157.9 
162.9 
163.2 
168.6 


Purchasing 

Power  of 

Wages. 


.810 
.902 
.930 
.926 
.930 
.921 
.944 
.995 
1.020 
.980 


.901 

.926 

.917 

.903 

.905 

.900 

.977 

1.000 

1.050 

1.009 

.973 

.900 

.780 

.971 

1.129 

1.094 

1.232 

1.281 

1.333 

1.367 

1.385 

1.348 

1.318 

1.310 

1.314 

1.368 

1.443 

1.383 

1.424 

1.438 

1.523 

1.523 

1.634 

1.631 

1.627 

1.621 

1.645 

1.757 

1.752 


Cost  o' 
Gold  meas- 
ured by 
Labor. 


1.212 

1.251 
1.169 
1.205 


2"  >2 


.122 

.(95 

.091 

.105 

.100 

1.097 

1.089 

1.073 

1.043 

1.025 

1.020 

1.008 

1.021 

1.003 

1.000 

.993 

.983 

1.221 

1.160 

1.455 

.900 


.730 

.664 
.652 


.712 
.745 
.738 
.719 
.717 
.699 
.663 
.651 
.628 
.644 
.642 
.642 
.638 
.633 
.614 


Note.— The  United  States  price  table  is  made  from  the  average  prices  in  the  United  States  of  90 
articles  for  each  year  between  1840  and  1860,  and  of  2.'3  articles  for  each  year  between  i860  and  1393.  In 
this  table,  differently  from  the  other  two  price  tables,  the  price  of  each  article  is  given  as  much  rela- 
tive importance  in  computing  the  average  as  that  article  has  in  the  consumption  of  the  average  citizen 
Of  the  United  States. 

The  "  London  Economist"  table  is  made  from  the  prices  of  22  articles  in  London.     Four  of  the 
22  are  products  of  cotton. 
-^  Prof.  Adoiph  Soetbeer's  table  is  made  from  the  prices  of  114  articles  in  London  and  Hamburg. 

Mr.  Sauerbeck's  table  is  ma  !e  from  the  prices  of  the  45  most  important  articles  of  English  for- 
eign trade.    100  =  average  of  1867-1877. 

The  figures  for  wages  in  the  United  States  are  from  the  Aldrich  report,  and  are  averaged  by  weight- 
ing the  figures  for  different  industries  according  to  their  importance. 

The  results  given  in  the  last  two  columns—"  Purchasing  Power  of  Gold  "  and  "  Cost  of  Gold  Meas- 
ured by  Labor  "—are  also  derived  from  the  figures  of  the  Aldrich  Report. 
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Wages,  Prices  and  Purchasing  Power  of  Wages  in  the  U.  S.,  1860-1891. 
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Referencei— Price§  and  Wages. 

Aldrich  Report. 

The  most  complete  compilation  of  wages  and  prices  in  this,  or  any  other  country,  is  that  contained  im 
the  Report  of  the  Senate  Finance  Committee,  known  as  the  Aldrich  Report  on  Wholesale  Prices,  Wages- 
and  Transportation,  March  3,  18^3  (Washington,  1893,  4  vols.). 

This  investigation  covers  the  course  of  wages  and  prices  in  the  United  States  from  1840-1892. 
The  Statistician  of  the  Committee  has  reduced  prices  and  wages  to  percentages,  using  the  prices  and 
wages  of  18o0  as  100.  In  addition,  simple  and  weighted  averages  are  given,  so  that  the  two  methods- 
show  in  an  undisputed  way  the  relative  variations  from  year  to  year.  The  report  takes  first  prices  and 
then  wages. 

Prices.— (1)  The  course  of  wholesale  prices  of  from  200  to  300  articles  in  common  use  in  distinctive- 
markets,  1840-1891,  Tables  XI.  and  XII..  vol.  ii..  65-293  ;  vol.  iv.,  1830-1892.  -2)  The  wholesale  prices  of 
agricultural  products  in  New  York,  Chicago  and  Cincinnati  for  the  same  period,  Table  X.,  vol.  ii.,  pp. 
2-64.  (3)  The  wholesale  prices  of  the  articles  included  in  Table  XI.  for  October,  1891,  and  October,  1892.. 
Table  XII.,  vol.  iv.,  pp.  1843-1302.  Results  of  the  investigation  of  prices  will  be  found  in  tabular  form, 
vol.  L.  pp.  8-11. 

Wage*.— Wages  are  also  taken  up,  and  the  variations  from  year  to  year  are  shown  by  the  same 
method  as  that  used  in  the  price  investigation  (1)  The  rate  of  wages  in  nearly  100  establishments, 
covering  22  distinct  industries,  1845-1891,  Table  XII.,  vol.  ii.,  pp.  2  »3-626.  (2)  Special  investigation  into* 
the  rates  of  wages  and  earnings  in  the  coal,  iron,  glass  and  pottery  industry  for  1840-1891,  Table  XII., 
vol.  ii.,  pp.  293-627.  (3)  Salaries  of  teachers  d  iring  the  period,  Table  XIV.,  vol.  iv.,  1573-1902.  (4)  Rate 
of  wages  in  July,  1891,  and  October,  1892,  Table  XXIV.,  vol.  iv.,  pp.  1851-1902.  The  result  of  the  wages 
investigation  will  be  found  in  vol.  i.,  pp.  11-16.  . 


Other    References* 

"A  Statistical  Study,"  an  article  by  Mr.  Carroll  D.  Wright,  giving  a  summary  review  of  wages  in- 
vestigation in  the  United  States,  "Forum,"  vol.  15,  p.  221.— Prices  in  New  York  and  Chicago  1862-1891, 
"Journal  of  Political  Economy,"  December,  1392.  —Prices  of  two  hundred  commodities  in  the  United. 
States,  1860-1891,  compiled  by  Dr.  Sarah  McLean  Hardy,  "Journal  of  Political  Economy,"  March,  1895. — 
"  Prices  and  Wages  in  India,"  published  by  Statistical  Department  of  Indian  Department  of  Finance  and 
Commerce,  Calcutta,  1894,  pp.  1«2-170,  290-295.  See  also  Herschell  Reoort  on  the  coinage  of  silver  in 
India  (Washington,  1893),  pp.  440-147.  633;  «*  Quality  of  Money  and  Wages,"  Frank  L.  McVey  (Sound 
Currency,  No.  19),  pp.  12-13.— Sauerbeck's  Table  of  Prices  of  forty-five  commodities  in  England,  re- 
printedoy  the  Bureau  of  Statistics,  Treasury  Department,  Washington,  D.  C,  1895.  Contains  "London, 
Economist "  table  of  prices,  pp.  16-19,  and  a  chart  showing  price  variations  in  food,  materials  and 
silver.  To  be  found  also  in  Report  of  Senate  Finance  Committee,  vol.  i.,  pp.  229-256;  "Royal  Sta- 
tistical Society's  Journal,"  1886,  pp.  592,  648,  and  1893,  pp.  220  and  24? ;  brought  down  to  date  in 
"  Journal  of  Political  Economy,"  March,  1894.  p.  231.— Soetbeer's  Table  of  Prices  of  114  commodities 
at  Hamburg,  Report  of  Senate  Finance  Committee,  vol  1,  pp.  282-295.  Also  found  in  "Bimetallism  in' 
Europe,"  Report  by  Edward  Atkinson,  1897.— Table  of  Relative  Prices  and  Waxes,  accompanied  by 
charts  of  French,  English  and  United  States  Prices,  in  "  A  Stable  Monetary  Standard,"  by  Henry  Fan 


quhar  (Sound  Currency,  No.  15),  pp.  8-9.  Prices  in  England  ia  1262-1702,  "Journal  of  Political  Econ- 
omy," December,  1893,  p.  92.— "Gold  and  Prices  since  1873,"  by  J.  Laurence  Laughlin  ("Quarterly 
Journal  of  Economics,'''  April,  1887.  reprinted  separately  1894),  contains  all  the  more  noted  price  tablet 
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PUBLIC  DEBT. 

Statement  of  Outstanding  Principal  op  the  Public  Debt  of  the   United- 
Stated  on  the  1st  of  January  of  each  Year  from  1791  to  1843,  inclusive, 

AND  ON  THE  1ST  OF  JULY  OF  EACH  YEAR  FROM  1843  TO  1895,   INCLUSIVE. 
[Report  of  the  Secretary  of  the  Treasury,  1894,  p.  xcvi.] 


Year. 

Amount. 

Year. 

Amount. 

Total  Debt,  less 
Cash  in  Treasury. 

Jan.  1,1791 

$75,463,476.52 
77,227,924.66 
80,358,634.04 

July  1,1843 

1844 

1845 

$32,742,922.^0 
23,461,652.50 
15,925,303.01 

1792 

1793 

1794 

78,427,404.77 
80,747,587.39 
83,762,172.07 
82,064,479.33 
79,228,529.12 
78,408,669.77 
82,976,294.35 
83,038,050.80 
80,712,632.25 
77,054,686.40 

1846 

1847 

1848 

1849 

1850 

1851  

1852 

1853 

1854 

1865 

15,550,202.97 
38,826,534.77 
47,044,862.23 
63,061,858.69 
63,452,773.55 
68,304,796.02 
66,199,341.71 
59,803,117.70 
42,242,222.42 
35,586,956.56 

1795 

1796 

1797 

1798 

1799 

1800 

1801 

1802 

1803 

1804 

86,427,120.88 

1856 

31,932,537.90 

$10,965,953.01 

1805 

82,812,150.50 

1857 

28,699,831.85 

9,998,621.7& 

1806 

75,728,270.66 

1858 

44,911,881.03 

37,900,191.72: 

1807 

69,218,398.64 

1859 

58,496,837.88 

53,405,234.19 

1808 

65,196,817.97 

1860 

64,842.287.88 

59,964,402.01 

1809 

57,023,192.09 

1861 

90,580,873.72 

87,718,660.80- 

1810 

53,173,217.52 

1862 

524  176.412.13 

505,312,752.17 

1811 

48,005,5  W.  76 

1863 

1,119,772,138.63 

1,111,350,737.41 

1812 

45,209,737.90 

1864 

1,815,784,370.57 

1,709,452,277.04 

1818 

55,962,827.57 

1865 

2,680,647,869.74 

2,674,815,856.76 

1814 

81,487.846.21 

1866 

2,773,236,173.69 

2,636,036,163.84 

1815 

99,833,660.15 

1867 

2,678,126,108.87 

2,508  151.211.69 

1816 

127,334,933.74 

1868....  ... 

2,611,687,851.19 

2,480,853,413.23 

1817 

123,491,965.16 

1869 

2,588,452,213.94 

2,432,;  71, 873. 09 

1818 

103,466,633.83 

1870  

2,480,672,427.81 

2,331,169,956.21 

1819 

95,529,648.28 

1871 

2,353  211,332.32 

2,246,994,068.67 

1820 

91,015,566.15 

1872 

2,253,251,328.78 

2,149,780,530.35 

1821 

89,987,427.66 

1873 

♦2,234,482,993.20 

2,105,462.060.75 

182* 

93,546,676.98 

1874 

*2,251,690.468.43 

2,104,149,153.69 

1823 

90,875,877.28 

1875 

♦2,252,284,531.95 

2,090,041,170.18 

1824  

90.269,777.77 

1876 

*2,180,395,067.15 

2,060,925,340.45 

1825 

1826 

83,78S,432.71 

1877 

♦2,205,301.392.10 

2,019,275,431.37 

81,054,059.99 

1878 

♦2,256,205,892. 53 

1,990,332,2*0.45 

1827 

73,987,357.20 

1879 

♦2,349,567,482.04 

1,996,414,905.05 

1828 

67,475,043.87 

1880 

*2,120,415,370.63 

1,919,326,747.75 

1829 

58,421,413.67 

1881 

♦2,069,013,569.58 

1,819.650,154.23 

1830 

48,565,406.50 

1882 

*  1,918,312,994. 03 

1,675,023,474.25 

1831 

39,123,191.68 

1883 

♦1,884,171,728.07 

1,538,781,825.15 

1832 

24,322,235.18 

1884 

♦1,830,528,923.57 

1,438,542,995.39 

1833 

7,001,698.83 

1885 

+1,876,424,275.14 

1,375,352,443.91 

1834 

4,760,08. '.08 

1886 

+1.756, 445,205.78 

1,282,145,840.44 

1885 

33,733.05 

1887 

+1,688,2*9,591.63 

1,175,168.675.42 

1886 

37,513.05 

1888 

+1,70^,992,320.58 

1,063,004,894.73 

1837 

336,957.83 

1889 

+1,640,673,340.23 

975,939,750.22 

1838 

3,308,124.07 

1890 

+1,585,821,048.73 

890,784,370.58 

1889 

10,434,221.14 

1891 

+1,560,472,784.61 

851,912,751.78 

1840 

3,578,343.82 

1892 

+1,628,840,151.68 

841.526,463.60 

1841 

5,250,875.54 

1898 

+1,598,111,156.13 

838,969,475.75 

1842 

13,594,480.73 

1894 

rl,668,757,127.68 

899,313.380.55- 

1843 

20,201,2-46.27 

1895 

+1,701,038,861.25 

929,682,808  79- 

♦In  the  amount  here  stated  as  the  outstanding  principal  of  the  public  debt  are  included  the  certificate* 
of  deposit  outstanding  on  the  30th  of  June,  issued  under  act  of  June  8,  1872,  for  which  a  like  amount  ',u. 
United  States  notes  was  on  special  deposit  in  the  Treasury  for  their  redemption,  and  added  to  the  cash 
halance  in  the  Treasury.  These  certificates,  as  a  matter  of  accounts,  are  treated  as  a  part  of  the  public, 
debt,  but  being  offset  by  notes  held  on  deposit  for  their  redemption,  should  properly  be  deducted  from  the 
principal  of  the  public  debt  in  making  comparison  with  former  years. 

+Exclupive  of  gold,  silver,  currency  certificates,  and  Treasury  notes  of  1890,  held  in  the  Treasurer's 
cash,  and  including  $64,628,512  bonds  issued  to  the  several  Pacific  railroads. 

References,  Debts.— For  statement  of  the  debt  of  the  several  States  of  the  Union,  see  Financial 
Review,  18^4,  p.  42  ;  also  llth  census  on  "  Wealth,  Debt  and  Taxation," 

For  full  data  as  to  the  several  loans  of  the  United  States,  see  the  Annuo'.  Repcit  of  the  Tre?jst.re?  J 
also  Bay  ley's  "  National  Loans  of  the  United  States,"  t^>x880. 
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Statement  op  the  Public  Debt,  November  1,  1895. 

Interest-Bearing    Debt. 


Title  of  Loan. 


Funded  Loan  of  1891. . . 

Funded  Loan  of  1907 . . . 
Refunding  Certificates. 

Loan  of  1904 

Loan  of  1925 


Rate. 


j  4U  per  cent. 
)C( 


Cont'd®  2%. 
4  per  cent 

4  per  cent 

5  per  cent.   .. 
4  per  cent 


When  Redeemable . 


V  Option  U.  S. 
July  1,1907... 


February  1,1904... 
February  1, 1925. . . 

Aggregate  of  interest-bearing  debt,  exclusive  of  TJ.  S.  bonds  j 
issued  to  Pacific  Railroads,  as  below f 


Amount  Issued. 


(4^8)1250,000,000  00 

740,892,050  00 
40,012,750  00 

100,000,000  00 
62,315,400  00 


1,193,220,200  00 


Outstanding 
Nov.  1,  1895. 


$25,364,500  00 

559,630,700  00 

50,960  00 

100,000,000  00 

62,315,400  00 


747,361,560  00 


Debt    on    which    Interest    hag    Ceased    since    Maturity. 


Funded  loan  of  1891.  matured  September  2,  1891 

Old  debt  matured  at  various  dates  prior  to  January  1,  1861,  and  other  items  of  debt ) 
matured  at  various  dates  subsequent  to  January  1, 1861 . . . .  f 


Aggregate  of  debt  on  which  interest  has  ceased  since  maturity. 


$412,250  00 
1,269,420  26 


1,681,670  26 


Debt  bearing  no  Interest. 


United  States  Notes 

Old  Demand  Notes 

National  Bank  Notes : 

Redemption  Account. 
Fractional  Currency 


February  25, 1862  ;  July  11, 1862  ;  March  3, 1863. 
July  17, 1861;  February  12,  1862 


July  14,  1890 

July  17,  1862  ;  Mar.  3,  1863 ;  June  30,  1864— less  $8,375,934 
estimated  as  lost  or  destroyed,  Act  of  June  21, 1879 


Aggregate  of  Debt  bearing  no  interest. 


$346,681,016  00 
54,847  50 

23,706,619  00 

6,893,394  14 


$377,335,876  64 


Certificates  and  Notes   Issued    on   Deposits   of  Coin   and  Legal-Tender  Notes    and 
Purchases  of  Silver  Bullion. 


Classification. 

In  the 

Treasury. 

Ln  Circulation. 

Amount  Issued. 

Gold  Certificates 

Silver  Certificates 

March  3,  1863  ;  July  12,  1882 

Feb.  28, 1878 ;  Aug.  4,  1886  ;  Mar. 
3,  1S87 

$168,230  00 

&,£53,268  00 

275,000  00 

26,565,611  00 

$50,417,659  00 

333,456,236  00 
56,740,000  00 
114,526.669  00 

$50,585,889  00 

342,409,504  00 
57,015,000  00 
141,092,280  00 

Certificates  of  Deposit. 
Treasury  Notes  of  1890. 

June8,1872 

July  14,  1890 

Aggregate  o 
offset  by 

f  Certificates  and  Treasury  Notes, 
cash  in  the  Treasury 

35,962,109  00 

555,140,564  00 

591,102,673  00 

Recapitulation. 


Classification. 


Nov.   1,1895. 


Interest-bearing  Debt 

Debt  on  which  interest  has  ceased  since  maturity 
Debt  bearing  no  interest 


Aggregate  of  interest  and  non-interest  bearing  debt 

Certificates  and  Treasury  Notes  offset  by  an  equal  amount  of  cash  in  the  Treasury. 

Aggregate  of  Debt,  including  Certificates  and  Treasury  Notes 

Less  cash  balance  in  the  Treasury  and  Certificates  outstanding 


Net  debt  of  United  States. 


$747,361,560  00 

1,681,670  26 

377,335,876  64 


1,126,379,106  90 
591,102,673  00 


1,717,481,779  90 
771,050,671  48 


946,431,108  4* 


Pacific   Railroad  Bonds. 


Name  of  Railway. 

Principal  Out- 
standing. 

Interest  Accrued 
and  not  yet  paid. 

Balance  of  Interest 

paid  by  the 

United  States. 

$25,885,120  00 
6,303,000  00 
27,236,512  00 
1,600,000  00 
1,970,560  00 
1,628,320  00 

$470,462  40 
126,060  00 
544,730  24 
82,000  00 
39,411  20 
32,566  40 

$33,868,669  31 

6,234,766  28 

Union  Pacific 

■Central  Branch,  U.  P      

28,997,461  42 
2,065,026  06 

Western  Pacific 

3,077,685  14 

2,401,474  67 

Totals 

64,623,512  00 

1,245,230  24 

76,645,082  88 
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SILVER. 

Amount,  Cost,  Average  Price  and    Bullion  Value  of  the  Silver  Dollar  of 
Silver  Purchased  under  Act  op  February  28,  1878. 


[Annual  Keport  Director  of  the  Mint,  1894,  p. 

17.] 

Fiscal  Year. 

Fine  Ounces. 

Cost. 

Average  Price 

per 

Fine  Ounce. 

Bullion  Valu» 

OP  A 

SilverDollar. 

1878  

10,809,350.58 
19,248,086.09 
22,057,862.64 
19,709,227.11 
21,190,200.87 
22,889.241.24 
21,922,951.52 
21,791,171.61 
22,690,652.94 
26,490,008.04 
25,386,125.32 
23,468,861.03 
27,820,900.05 
2,797,379.52 

$13,023,268  96 
21,593,642  99 
25,235,081  53 
22,327,874  75 
24,054,480  47 
25,  77,327  58 
24,378,383  91 
23,747,460  25 
23,448,960  01 
25,988,620  46 
24,237,553  20 
24,717,853  81 
26,899,326  33 
3,049,426.46 

$1.2048 

11213 

1.1440 

1.1328 

1.1351 

1.1174 

1.1120 

1.0897 

1.0334 

.9810 

.9547 

.9338 

.9668 

1.0901 

$0.9318 
.8676 

1879 

1880 

.8848 

1881 

.8761 

1882 

.8779' 

1883     

.8642- 

1884 

.WOO 

1885 

.8428 

1886     ... 

.7992: 

1887  

.7587 

1888 

.7384 

1889 

.7222; 

1890 

.7477 

1891 

.8431 

291,272,018.56 

$308,279,260  71 

$1.0583 

$0.8185 

Amount,  Cost,  Average  Price  and  Bullion  Value  of  the  Silver  Dollar  of  Silver  Purchased 

under  Act  of  July  14,  1890. 


1891 

1892  

48,393,11305 
54,355,748.10 
54,008,162.60 
11,917,658.78 

$50,577,498  44 
51.106,607  96 
45,531,374  53 
8,715,521  32 

$1.0451 
.9402 
.8430 
.7313 

$0.8083 
.7271 

1893        

6f.20 

1894 

.5656 

168,674,682.53 

$155,931,002  25 

$0.9244 

$0.7150 

Grand  total 

459,946,701.09 

$464,210,262  96 

$1.0093 

$0.7806 

Commercial  Ratio  of  Silver  to  Gold  Each  Year  since  1687. 

(From  1687  to  1832  the  ratios  are  taken  from  Dr.  A.  Soetbeer  ;  from  1833  to  1878  from  Pixley  and  Abell' 
tables  ;  and  for  subsequent  years  from  daily  cablegrams  from  London  to  the  Bureau  of  the  Mint.) 


Year. 


1687. 
1688. 
1639. 
1690. 
1691. 
1692, 
1693. 
1694. 
1695. 
1696 
1697. 
1698. 
1699, 
1700 
1701, 
1702 
1703 
1704 
1705 
1706 
1707 
1708 
1709 
1710 
1711 
1712 
1718 
1714 
1715 
1716 
1717 
1718 
1719 
1720 
1721 


Ratio. 

Year. 

Ratio. 

Year. 

Ratio. 

Year. 

Ratio. 

Year. 

Ratio. 

Year. 

14.94 

1722.... 

15.17 

1757. . . . 

14.87 

1792.... 

15.17 

1827.... 

15.74 

1862.... 

14.94 

1723.... 

15.20 

17P8.... 

14.85 

1793.... 

15. CO 

1828.... 

15.78 

1868.... 

15.02 

1724  ... 

15.11 

1759.... 

14.15 

1794... 

15.37 

1829.... 

15.78 

1864  ... 

15.02 

1725.... 

15.11 

1760.... 

14.14 

1795.... 

15.55 

1830.... 

15.82 

1865. . . . 

14.98 

1726.... 

15.15 

1761.... 

14.54 

1796.... 

15.65 

1831.... 

15.72 

1866.... 

14.92 

1727... 

15.24 

1762.   .. 

15.27 

1797.... 

15.41 

1832  ... 

15.73 

1867.... 

14.83 

1728.... 

15.11 

1763.... 

14.99 

1798.... 

15.59 

1833.... 

15.93 

1868.... 

14.87 

1729.... 

14.92 

1764... 

14.70 

1799.... 

15  74 

1834.... 

15.73 

1869.... 

15.02 

1730.... 

14.81 

1765.... 

14.83 

1800.. 

15.68 

1835.... 

15.80 

1870.... 

15.00 

1731.... 

14.94 

1766.... 

14.80 

1801 ... . 

If-.  46 

1836.... 

15.72 

1871.... 

15.20 

1782  ... 

15.09 

1767.... 

14.85 

1802.... 

15.26 

1837... 

15.83 

1872.... 

15.07 

1783.... 

15.18 

1768.... 

14.80 

1803 .... 

15.41 

1838.... 

15.85 

1878.... 

14.94 

1784.... 

15.39 

1769  ... 

14.72 

1804.... 

15.41 

1839.... 

15.62 

1874.... 

14.81 

1735.... 

15.41 

1770.... 

14.62 

1805.... 

17.79 

1H40.... 

15.62 

1875.... 

15.07 

1736.... 

15.18 

1771  ... 

14.66 

1806  ... 

15.52 

1841.... 

15.70 

1876  ... 

15.52 

1737.... 

15.02 

1772.... 

14.52 

1807.... 

15.43 

1842.... 

15.87 

1877.... 

15.17 

1738... 

14.91 

1773... 

14.62 

1808.... 

16.08 

1843.... 

15.93 

1878.... 

15.22 

1789.... 

14.91 

1774.... 

14.62 

1809.... 

15.96 

1814.... 

15.85 

1879.... 

15.11 

1740.... 

14.94 

1775.... 

14.72 

1810.... 

15.77 

1845... 

15.92 

1880.... 

15.27 

1741... 

14.92 

1776.... 

14.55 

1811.... 

15.53 

1846.... 

15.90 

1881.... 

15.44 

1742.... 

14.85 

1777.... 

14.54 

1812.... 

16.11 

1847.... 

15.80 

18S2.... 

15.41 

1743.... 

14.85 

1778.... 

14.68 

1813.... 

16.25 

1848... 

15.85 

1888.... 

15.81 

1744.... 

14.87 

1779.... 

14.80 

1814.... 

15.04 

1849.... 

15.78 

1884.... 

15.22 

1745  ... 

14.98 

1780  ... 

14.72 

1815.... 

15.26 

1850... 

15.70 

1885.... 

15.29 

1746.... 

15.13 

1781.... 

14.78 

1816.... 

15.28 

1851.... 

15.46 

18*6.... 

15.81 

1747.... 

15.26 

1782.... 

14.42 

1817.... 

15.11 

1852.... 

15.59 

1887.... 

15.24 

1748.... 

15.11 

1783.... 

14.48 

1818.... 

15.85 

1853.... 

15.88 

1883.... 

15.18 

1749.... 

14.80 

1784.... 

14.70 

1819.... 

15.38 

1854.... 

15.88 

1889.... 

15.11 

1750.... 

14.55 

1785.... 

14.92 

1820.... 

15.62 

1855.... 

15.88 

1890  .. 

15.09 

1751.... 

14.89 

1786... 

14.96 

1821.... 

15.95 

1850.... 

15.88 

1891  ... 

15.18 

1752.... 

14.54 

1787.... 

14.92 

1822.... 

15.80 

1857.... 

15.27 

1892... 

15.11 

1758.... 

14.54 

1788.... 

14.65 

1823.... 

15.84 

1858.... 

15.38 

1898.... 

15.09 

1754.... 

14.48 

1789. ... 

14.75 

1824.... 

15.82 

1859... 

15.19 

1894.... 

15.04 

1755.... 

14.68 

1790.... 

15.04 

1825.... 

15.70 

I860.... 

15.29 

15.05 

175C.... 

14.94 

179i.... 

15.05 

1826.... 

15.76 

1861... 

15.50 

Ratio. 


15.35. 
15.37 
15.37 
15.44 
15.48 
15.57 
15.  l» 
15.60 
15.57 
15  57 
15.68 
15. 9* 
16.17 
16.f)9" 
17.88- 
17.22= 
17.94 
18.40* 
18.05- 
18.16- 
18.19> 
18.64 
18.57 
19.41 
20.78- 
21.18 
21.99 
22.10- 
19.7* 
20.92: 
28.72" 
26.49- 
82.56- 
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Production  and  Price  op  Silver,  1792-1894. 

[Production  given  in  Millions  of  Dollars,  coining  value.] 
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SILVER. 

Highest,  Lowest,  and  Average  Price  of  Bar  Silver  in  London  since  1833 
per  ounce  British  Standard  (0.925),  and  the  equivalent  in  United  States  gold 
coin  op  an  ounce  1,000  fine,  taken  at  the  average  price. 


-Calendar 
Year. 


468  XT.  8.  CURRENCY  STATISTICS. 


Sound  Currency. 

Sound  Currency  is  a  semi-monthly  publication  devoted  to  setting 
forth  accurate  and  timely  information  upon  currency  questions.  It  is  intended 
to  cultivate  sound  thinking  among  the  people  upon  the  absorbing  issue  of  cur- 
rency reform.  Vol.  I.,  published  in  1891,  is  now  out  of  print.  The  Sub- 
scription price  per  year  is  $1  ;  in  clubs  of  10  or  more,  5O  cents; 
and   in   clubs    of  25    or   more,    40    cents. 

The    Numbers   of  Volume   II.  are: 

Per  Per  Per 

No.  100.  1,000. 

1.  NATIONAL  AND  STATE  BANKS.    Horace  White.    16  pp $0.05  $2.00  $10.00 

2.  CANADIAN  BANK-NOTE  CURRENCY.    L.  Carroll  Root.    16  pp 05  2.00  10. 00 

3.  BIMETALLISM  IN  HISTORY.    Henry  Loomis  Nelson.    16  pp 05  2.00  10.00 

4.  THE  WORLD'S  CURRENCIES.    Richard  P.  Rothwell.    24  pp 05  3.00  15.00 

5.  NEW  YORK  BANK  CURRENCY.    L.  Carroll  Root.    24  pp 05  3 .  00  15 .  00 

6.  THE  CURRENCY  FAMINE  OP  1893.    John  De  Witt  Warner.    20  pp 05  2.o0  12.50 

7.  THE  PEOPLE'S  MONEY.    Wm.  L.  Trenholm.    32  pp 05  4.00  20.00 

8.  SCOTCH  BANK  CURRENCY.  Adam  Smith.  (First  published  in  1776)  12  pp.        .05  2.00  10.00 

9.  OUR  PAPER  CURRENCY— As  It  Is  and  as  It  Should  Be.    W.  Dodsworth. 

16pp 05  2.00  10.00 

10.  STATES  AS  BANKERS.    L.  Carroll  Root.    32  pp 05  4.00  20.00 

11.  COIN'S  FINANCIAL  FOOL.    Horace  White.    20  pp 05  2.50  12.50 

12.  A  FINANCIAL  CATECHISM.    Fred  Perry  Powers.    16  pp 05  2.00  10.00 

13.  NEW  ENGLAND  BANK  CURRENCY.    L.  Carroll  Root.    32  pp 05  4.00  20.00 

14.  THE  BULLION  REPORT— Parliament  Committee,  1810.    32  pp 05  4.00  20.00 

15.  A  STABLE  MONETARY  STANDARD.    Henry  Farquhar.    20  pp 05  2.50  12.50 

16.  "FREE  COINAGE"  DISSECTED.    John  De  Witt  Warner.    16  pp 05  2.00  10.00 

17.  U.  S.  COINAGE  AND  CURRENCY  LAWS.    48  pp .05  5.00  40.00 

18.  "BIMETALLISM"  IN  FRANCE.    W.A.Shaw.    12  pp 05  2.00  10.00 

19.  QUALITY  OF  MONEY  AND  WAGES.     Frank  L.  McVey.    16  pp 05  2.00  10.00 

20.  EXECUTIVE  COMMITTEE  REPORT.    Aug.  29,  1895.    8pp 05  1.00  5.00 

21.  SOUND  CURRENCY  ILLUSTRATED.    32  pp 05  4.00  25.00 

22.  FOREIGN  EXCHANGE  AND  GOLD  MOVEMENT  IN  1894  AND  1895. 

Worthington  C.  Ford.    16  pp 05       2.00       10.00 

23.  SILVER  MONOMETALLISM  EXPOSED.    Merchant.    16  pp 05       2.00       10.00 

24.  U.  S.  CURRENCY  STATISTICS.    32  pp 05       4.00       20.00 

Volume  III.  commences  with  the  issue  of  December  1,  1895. 

You  are  invited  to  co-operate  in  the  campaign  of  education  upon  currency  reform 
by  subscribing  to  SOUND  CURRENCY.  In  order  to  facilitate  your  co-operation 
the  Committee  will,  if  desired,  address  and  mail  to  100  or  more  names  which 
may  be  submitted,  the  above  publications  at  the  rates  indicated ;  so  that  parties 
wishing  to  circulate  Sound  Currency  literature  among  their  friends  may  either  receive 
the  matter  in  bulk  and  re-distribute  it,  or  have  it  sent  directly  by  the  Committee  to 
the  addresses  furnished.  Special  rates  for  quantities  of  our  publications  will  be  made 
to  local  organizations  that  desire  to  distribute  them,  to  book  dealers  intending  to  sell 
them,  and  to  educators  requiring  them  for  class-room  uses. 

"Sound  Currency  Red  Book  1895" 

A  collection  of  22  of  the  most  valuable  numbers  of  Sound  Currency,  aggregating 
500  pages,  the  whole  carefully  indexed  and  prefaced  by  an  exhaustive  table  of  con- 
tents. The  volume  should  be  in  the  hands  of  every  student  of  currency  questions. 
Bound  in  three  styles,  paper,  cloth,  and  half  morocco  with  gilt  top. 

Price:    Paper,    81.00;     Cloth,    81.35;    Half  Morocco,   SI. 75.    Expressage    prepaid. 

CALVIN  TOMKINS.   Secretary, 
Sound  Currency  Committee,   Reform  Club, 

52  William  Street,  New  York  City. 
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Entered  as  Second-Class  Matter  at  the  New  York,  N.  Y.,  Post-Office. 

Publication  Office,  No.  52  William  St.,  New  York  City. 


Vol.  II.,  No.  21.  NEW  YORK,  OCTOBER  1,  1895.        jgSSSTow  5  (£i£ 


(1)    A  CALL  TO  ARMS. 


"  The  line  of  battle  is  drawn  between  the  forces  of  safe  currency  and  those  of  silver 
monometallism." — Grover  Cleveland.  , 

SOUND   CURRENCY  ILLUSTRATED. 

(1)  A  Call  to  Arms  ;  (2)  Uncle  Sam's  Hoodoo  ;  (3)  Christian  and  Demas  ;  (4)  What  Free 
Coinage  Would  Do  ;  (6)  Amos  ;  (?)  Light-weight  Hypnotism  ;  (8)  "  Coin  "  the  Dunce  ;  (9)  Cade 
Resurrected;  (10)  Choose  Your  Wage  Standard  :  (11)  Called  Down;  (12)  Pig  in  the  Garden; 
(13)  The  Two  Yard  Sticks  ;  (14)  Fiat  Witather  ;  (15)  June  Grub  op  13:5 ;  (16)  Anti-Fat  ;  (17)  Pro 
Silver  ;  (18)  Free  Silver  Beauty  Scorned  ;  (19)  Demetrius  Blackburn  and  The  Silversmiths  ; 
(20)  The  Unjust  Steward  ;  (21)  Two  for  One  ;  (22)  Up  in  a  Balloon  ;  (23)  They  Stand  It  ;  Why 
Should  Not  You  ?  (24)  The  16  to  1  Locust  ;  (25)  The  Gadarene  Pigs  ;  (26)  "Coin"  Dreamed  he 
Was  David;  (27)  Simple  Simon— Up  to  Date  :  (28)  There  Was  a  Man  in  Our  Town;  (29)  "Bime- 
tallic" Exercise;  (80)  Humpty  Dumpty  ;  (31)  An  Honest  Man's  Dilemma;  (32)  Dog  in  the 
aiaNger  ;  (33)  Mexico's  Object  Lesson  ;  (34)  It  all  Depends  on  What  You  Look  Through  ;  (35) 
How  Depreciation  Would  Work  ;  (36)  Sing  a  Song  op  Sixpence  ;  (37)  Bottom  Appreciated  ;  (88) 
Jilted  by  Both  Parties  ;  (39)  The  Lions  are  Chained  ;  (40)  Red  Riding  Hood— Up  to  Date  ;  (41) 
Uncle  Sam's  Wooing  ;  (42)  A  Great  Day  for  the  Blue  Grass  Don  Quixote  ;  (43^  Don't  Monkey 
with  the  Buzz-Saw;  (44)  Too  Much  Business;  (45)  The  Infant  Sam  on;  (16)  Our  Ad;llam;  (47) 
Christian  and  the  Mountebanks  ;  (48)  Three  Children  Sliding  on  the  I:je  ;  (49)  Litile  Tee  Wee  ; 
(50)  Lady  of  Lyons— Up  to  Date  ;  (51)  Three  Blind  Mice  ;  (52)  Babel  up  to  Date  ;  (53-7)  Five 
Little  Pigs. 

The  within  are  here  published  not  merely  to  enforce,  each  its  own  lesson  for  sound  currency,  but 
also  as  a  partial  explanation  of  the  kind  of  work  we  are  doing  in  the  rural  districts  throughout  the  country, 
and  as  an  answer  to  numerous  queries  as  to  the  character  of  our  illustrative  matter  and  the  terms  upo»* 
which  It  is  furnished.    For  fuller  explanation  and  price  list,  nee  inside  pave  of  this  cover. 
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(2)   UNCLE    SAM'S    HOODOO. 


Uncle  Sam—"  Whenever  I  carry  that  silver  dollar  as  a  lucky  piece  I  don't  have 
no  luck  at  all." 


PRICE    LIST. 

Electrotype  plates  (blocked  ready  for  printing)  of  the  Cuts  and  Cartoons  shown  in 
this  pamphlet  will  be  sent,  prepaid,  at  the  following  rates  : 


Single  Column,  2  3-ie  inches  wide, 
Double  Column,  4  3-8 


$0.35 
1.00 


"In  addition  to  the  sizes  here  shown,  cartoon  and  poster  sizes  will  be  furnished  at 
special  rates,  which  will  be  given  on  application,  stating  the  cut  of  which  reproduction 
is  wanted  and  the  size  of  the  plate  required. 


(3)     CHRISTIAN  AND  DEMAS. 
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BUNYAN    ON    SILVER. 
A  remarkable  foreshadowing:  of  the  fate  of  the  Free  Sllverltes. 

*  *  Now,  at  the  further  Bide  of  that  plain  was  a  little  hill  called  LUCRE,  and  in  that  hill  a  silver 
mine,  which  some  of  them  that  had  formerly  gone  that  way,  because  of  the  rarity  of  it,  had  turned  aside  to 
aee,  but  going  too  near  the  brink  of  the  pit,  the  ground  being  deceitful  under  them,  broke,  and  they  were 
slain  ;  some  also  had  been  maimed  there,  and  could  not  to  their  dying  day  be  their  own  men  again. 

Then  I  eaw  in  my  dream  that  a  little  off  the  road,  over  against  the  silver-mine,  stood  Demas  (gentle- 
man-like) to  call  to  passengers  to  come  and  see,  who  said  to  Christian  and  his  fellow :  "  Ho,  turn  aside 
hither,  and  I  will  show  you  a  thing." 

Christian—"  What  things  so  deserving  so  to  turn  us  out  of  the  way  ?" 

Demas — "Here  is  a  silver-mine,  and  some  digging  in  it  for  treasure  ;  if  you  will  come,  with  a  little 
pains  you  may  provide  richly  for  yourselves.'" 

Chb.— Then  Christian  called  to  Demas,  saying  :  "Is  not  this  place  dangerous  t  Hath  it  not  hindered 
many  in  their  pilgrimage  ?  " 

Db.— "Not  very  dangerous,  except  to  those  that  are  careless;"  but  withal  he  blushed  as  he  spoke.  *  * 
Then  said  Christian  ; 

Chb.—"  What  is  thy  name  ?    Is  it  not  by  the  which  I  have  called  thee  ?  * 

Db.— "  Yes,  my  name  is  Demas.    I  am  the  son  of  Abraham." 

Chr.— ' '  I  know  you.  Gehazi  was  your  great-grandfather,  and  Judas  your  father,  and  you  have  trod 
their  steps. *• 

—Bvnyan's  Pilgrim's  Progress. 
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(4)    WHAT    FREE    COINAGE    WOULD    DO. 


Grocer— Yes,  prices  are  just  about  double. 

Wage  Earner— But  rny  wages  are  just  about  the  same. 


The  evils  of  a  depreciated  and  fluctuating  currency  must  always  fall  most  heavily 
upon  the  poor,  who  do  not  produce  for  themselves  but  for  others,  and  who  are  therefore 
compelled  to  purchase  with  their  wages  everything  they  eat,  drink  and  wear.  Their 
wages  will  remain  stationary,  or  at  best  they  will  rise  slowly  and  at  long  intervals,  while 
the  prices  of  the  necessaries  of  life  are  liable  to  rise  suddenly  from  day  to  day  as  the 
value  of  the  currency  changes,  and  consequently -what  may  appear  to  be  a  fair  rate  of 
compensation  at  the  time  a  labor  contract  is  made  may  pi  ove  to  be  grossly  inadequate 
long  before  the  labor  is  performed.  The  laborer  cannot  protect  himself  against  fluctua- 
tions in  the  prices  of  commodities,  for  he  cannot  purchase  at  wholesale  when  prices  are 
low  and  keep  out  of  the  markets  when  prices  are  high.  He  must  buy  day  by  day,  and 
he  must  pay  out  of  his  earnings,  whether  their  purchasing  power  be  grrat  or  small. 
The  employer  cannot  afford  to  promise  higher  wages  in  advance,  bee  mse  with  a  depre- 
ciating and  fluctuating  currency  he  cannot  possibly  foretell  what  the  prices  of  his 
products  will  be  at  any  time  in  the  future.  Thus  the  laborer  is  the  victim  of  two  influ- 
ences, neither  of  which  can  he  successfully  resist.  He  must  accept  whatever  wages  are 
offered  by  employers  or  go  without  work,  and  he  must  pay  whatever  prices  are  demanded 
in  the  markets  or  go  without  food. — Secretary  John  O.  Carlisle  at  Louisville. 
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(6)    AMOS. 


Amos  VIII.  4.  Hear  this,  O  ye  that  swallow  up  the  needy,  even  to  make  the  poor 
of  the  land  to  fail. 

5.  Saying,  When  will  the  new  moon  be  gone,  that  we  may  sell  corn  ?  and  the  Sab- 
bath, that  we  may  set  forth  wheat,  making  the  ephah  small  and  the  shekel  great,  and 
falsifying  the  balances  by  deceit  ? 

6.  That  we  may  buy  the  poor  for  silver,  and  the  needy  for  a  pair  of  shoes  ;  yea, 
and  sell  the  refuse  of  the  wheat  ? 


(7)   LIGHT-WEIGHT    HYPNOTISM. 


You  may  be  bold  and  bad,  "Coin,"  but 
little  boys  can't  hypnotize  this  young  lady. 


(8)    "COIN"    THE    DUNCE. 


Put  up  your  silk  hat,  "  Coin ;"  this  one 
will  fit  you  better. 
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(9)    CADE    RESURRECTED. 


II.  King  Henry  VI.    iv.  £. 

Cade :  Be  brave  then  ;  for  your  captain  is  brave,  and  vows  reformation.  There 
shall  be  in  England  seven  halfpenny  loaves  sold  for  a  penny  ;  the  three-hooped  pot  shall 
have  ten  hoops  ;  and  I  will  make  it  felony  to  drink  smallbesr.  All  the  realm  shall  be 
in  common. 


To  juggle  with  this  question  i3  cowardice.  We  cannot  climb  over  it,  dive  under 
it  or  sneak  around  it.  This  is  more  than  a  question  of  party.  It  is  a  question  of  prin- 
ciple and  honesty.  The  Government  has  no  mere  right  to  debase  the  coin  than  the  rogue 
has  to  clip  it.  The  Government  doss  not  make  standards  of  value.  They  are  made  by 
commerce  and  the  laws  of  supply  and  demand.  The  Government  can't  make  honest  a 
thing  that  is  dishonest.  It  may  be  able  to  compel  obedience  to  its  decrees  by  force,  but 
it  has  no  more  right  to  stamp  fifty  cents'  worth  of  bullion  with  the  declaration  that  it  is 
a  dollar  than  I  have  to  steal  a  dollar  from  my  friend  here.  The  moment  it  does  that  it 
makes  the  Goddess  of  Liberty  on  that  coin  tell  a  lie.  It  is  simply  a  question  of  honesty, 
and  in  the  name  of  God  don't  let  the  Government  of  the  Republic  be  dishonest.  If  the 
Government  can  take  fifty  cents'  worth  of  bullion,  and  can  by  its  impress  make  it  a 
dollar,  it  can  by  the  same  power  take  twenty-five  cents'  worth  and  make  it  $20. — Mayor 
Warwick  of  Philadelphia.0* 


<\0)    CHOOSE  YOUR  WAGE  STANDARD. 


Gold  Standard. 


Silver  Standard 


As  in  the  United  States,  England.  Ger-  I       As  in  Mexico,  India,  China  and  other 
many  and  other  gold  standard  countries.      |  silver  standard  countries. 


(1  1)    CALLED    DOWN. 


Dickery,  dickery,  dare, 
The  pig  flew  up  in  the  air, 
The  man  in  brown 
Soon  brought  him  down, 
Dickery,  dickery,  dare. 


(12)    PIG   IN  THE   GARDEN. 


This  pig  ruined  Uncle  Sam's  garden  in 
1893  and  1894.  Can't  we  keep  him  out 
in  1895? 
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(13)    THE  TWO  YARD  STICKS. 


Artful  Dodger  "Coin" — You  see,  sir,  you  use  the  yard-stick  of  36  in.  to  buy 
with  and  the  yard-stick  of  18  in.  to  sell  with.  Now  the  advantage  of  this  double 
standard — 

Labor — You  young  rascal,  come  down  from  there.  I  am  one  who  buys  from  this 
merchant  ? 

Honest  Merchant — My  business  is  built  up  on  my  reputation  for  honest  dealings, 
and  I  shall  use  the  same  measure  both  for  buying  and  selling.  One  standard  and  honest 
measure. 


(14)    FIAT    WHEAT. 


Farmer — "  Wheat  is  only  half  a  crop 
this  year." 

Free  Silver  Politician— "  That's  all 
right.  We'll  have  a  law  passed  to  make 
two  pecks  a  bushel,  an  .1  then  you'll  have 
as  much  as  usual." 


(15)    JUNE    GRUB    OF     1895. 


pTuV** 


It's  the  silver  June  grub  that  attacks  the 
prosperity  that  would  otherwise  be  ripe  in 
October. 


(16)    ANTI-FAT. 


Chokus — "If  those  are  its  cures,  we  don't  want  that  medicine." 


Wages  in  the  gold-using  countries  have,  through  the  appreciation  of  gold,  become 
100  per  cent,  dearer  than  they  were  relatively  to  silver  wages,  and  the  manufacturer  in 
the  silver  standard  countries  can  obtain  his  labor  at  half  the  cost  which  he  formerly 
paid. — Mr,  Jamieson,  Britiah  Consul  at  Shanghai. 

But  there  is  another  way  to  look  at  it.  We  have  seen  how  appreciation  of  gold 
means  higher  wages  to  the  laborer.  Now  let  me  show  you  what  this  so-called  appreci- 
ation of  silver  means.  I  shortly  since  heard  a  very  pleasant  gentleman,  Mr.  Cannon,  a 
delegate  in  the  next  Congress  from  Utah,  expound  the  silver  side  of  the  free  silver 
question :  and  he  went  on  to  explain,  first,  that  prices  of  goods  were  low  here  because 
they  were  measured  in  gold,  and  then  that,  on  account  of  our  wages  here  being  paid  in 
gold — which  was  costly — and  wages  in  India,  China  and  Japan  being  paid  in  silver — 
which  wasn't  worth  only  one-half  what  it  had  been — they  had  a  fifty  per  cent,  advantage, 
and  that  therefore  there  was  great  danger  of  manufacturers  being  driven  from  the  world's 
markets.  Do  you  see  what  that  means  ?  That  their  wages  are  so  much  lower  than  ours, 
on  account  of  the  appreciation  of  gold  here,  that,  unless  our  wages  are  made  equivalent 
to  theirs  in  that  respect  at  least — unless  prices  are  inflated  here  in  this  country  so  that 
our  gold  wages  will  buy  no  more  than  their  silver  wages,  their  labor  will  tend  to  drive 
our  labor  out.  In  other  words,  the  proposition  to  appreciate  silver  is  practically  a  propo- 
sition to  cut  the  wages  of  the  laborers  of  this  country  squarely  in  half,  in  order  to  increase 
the  profits  of  their  employers. — Hon.  John  Be  Wilt  Warner,  in  "Free  Coinage"  Bissected. 
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(17)   PIG  SILVER. 


Uncle  Sam— Gosh  all  Hemlock,  I'll  kill  myself  totin'  swill  for  this  new  hog. 


(18)    FREE  SILVER   BEAUTY  SCORNED. 


*fN      1 


Uncle  Sam — 16  to  1 !    You're  32  to  1  if  you're  a  day 
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(19)  DEMETRIUS  BLACKBURN  AND  THE  SILVERSMITHS. 


Acts  XIX.  23.   And  the  same  time  there  arose  no  small  stir  about  that  way. 

24.  For  a  certain  man  named  Demetrius,  a  silversmith,  which  made  silver  shrine,  I 
for  Diana,  brought  no  small  gain  unto  the  craftsmen  ; 

25.  Whom  he  called  together  with  the  workmen  of  like  occupation,  and  said,  Sirs- 
ye  know  that  by  this  craft  we  have  our  wealth. 

26.  Moreover  ye  see  and  hear,  that  not  alone  at  Ephesus,  but  almost  throughout  all 
Asia,  this  Paul  hath  persuaded  and  turned  away  much  people,  saying  that  they  be  no 
gods,  which  are  made  with  hands  ; 

27.  So  that  not  only  this  our  craft  is  in  danger  to  be  set  at  nought ;  but  also  that  the 
temple  of  the  great  goddess  Diana  should  be  despised,  and  her  magnificence  should  be 
destroyed,  whom  all  Asia  and  the  world  worshippeth. 

28.  And  when  they  heard  these  sayings,  they  were  full  of  wrath,  and  cried  out  say- 
ing, Great  is  Diana  of  the  Ephesians. 

29.  And  the  whole  city  was  filled  with  confusion. 


No  economist  of  any  reputation,  either  in  this  country  or  in  Europe,  advocates  the 
free  coinage  of  silver  at  16  to  1,  or  any  other  ratio,  by  any  one  nation.  There  are  well- 
known  bimetallists  in  England,  France  and  Germany,  but  not  one  of  them  advises  Eng- 
land or  France  or  Germany  alone  to  adopt  the  free  coinage  of  silver  at  any  ratio.  Nor 
do  any  economists  of  repute  in  this  country  advise  the  United  States  to  this  step.  It  is 
perfectly  well  understood  by  all  economists,  whether  favoring  a  single  or  a  double 
standard,  that  the  adoption  of  the  free  coinage  of  silver  at  16  to  1,  or  any  other  ratio,  by 
this  country  alone,  and  without  an  international  agreement,  would  not  give  us  a  double 
standard,  but  a  single  standard  of  silver. — Rozel  Weissinger,  in  "  What  is  Money  ?"\ 


All  that  government  can  usefully  do  is  to  certify  to  the  weight  and  fineness  of  the 
coinage.  It  has  no  further  concern  with  money.  The  main  point  to  be  borne  in  mind, 
in  relation  to  coinage,  is,  that  government  does  not  determine  value  at  all,  but  simply 
certifies  to  the  weight  and  purity. — Amasa  Walker,  u  Science  of  Wealth." 
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(20)    THE  UNJUST  STEWARD. 


Luke  XVI.  1.    There  was  a  certain  rich  man  which  had  a  steward  ;  and  the  same 
was  accused  unto  him  that  he  wasted  his  goods. 

2.  And  he  called  him  and  said  unto  him,   How  is  it  that  I  hear  this  of  thee  ?    Give 
an  account  of  thy  stewardship,  for  thou  may'st  no  longer  be  steward. 

3.  Then  the  steward  said  within  himself,  What  shall  I  do  ?    For  my  lord  taketh 
away  from  me  the  stewardship.    I  cannot  dig.    To  beg  I  am  ashamed. 

4.  I  am  resolved  what  to  do,  that  when  I  am  out  of  this  stewardship,  they  will 
receive  me  into  their  house. 

5.  So  he  called  every  one  of  his  lord's  debtors  unto  him,  and  said  unto  the  first, 
How  much  owest  thou  my  lord  ? 

6.  And  he  said,  An  hundred  measures  of  oil.    And  he  said  unto  him,  Take  thy  bill 
and  sit  down  quickly,  and  write  fifty. 


(21)    TWO  FOR   ONE. 


When  he  sells. 
Double  prices  just  suit  me. 


coin's  disciple. 


"Whew 
prices." 


When  he  buys. 
but  you've  charged  me  double 


(22)    UP  IN   A   BALLOON. 
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(23)       THEY    STAND    IT;       WHY 
SHOULD    NOT    YOU? 


Mine  Owner — "  You  ought  to  be 
ashamed  to  reruse  to  carry  my  little  barrel. 
See  what  those  fellows  stand — you  are 
stronger  than  they." 

"Wage  Earner—  m  That's  so— strong 
enough  to  refuse." 


(24)    THE  16   TO  1   LOCUST. 


*&#*  *MP 


Especially  bad  in  Kansas. 
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(25)    THE  GADARENE   PIGS. 


Matt.  IX.  31.  So  the  devils  besought  him,  saying,  If  thou  cast  us  out,  suffer  us 
to  go  away  into  the  herd  of  swine. 

32.  *  *  *  And  when  they  were  come  out,  they  went  into  the  herd  of  swine  ;  and, 
behold,  the  whole  herd  of  swine  ran  violently  down  a  steep  place  into  the  sea,  and 
perished  in  the  waters. 


Result  of  Free  Silver. — No  invasion  of  hostile  armies,  burning  and  destroying 
as  they  advance,  could  by  any  possibility  equal  the  desolation  and  ruin  which  would 
thus  be  forced  upon  the  great  mass  of  people. — Professor  J.  Lawrence  Laughlin. 


The  more  I  have  thought  upon  this  question  the  more  profoundly  impressed  I  am 
that  more  people  are  concerned  in  the  quality  of  the  money,  of  actual  money,  than  in 
its  quantity.—  Ex-Secretary  Charles  8.  Fairchild. 


(26)    "COIN"  DREAMED   HE  WAS  DAVID.  483 


(27)  SIMPLE   SIMON-UP  TO   DATE. 


fltl*Jdit<kwi\b<forttNtfift 
Aij  y»  t K*  baJ  waj  lojt- 


BwvijtM  «ot  a  little  J* 
lopvt  upoj\Mj  foil*  , 
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(28)    THERE  WAS  A  MAN    IN   OUR  TOWN. 


TKert  wa$  fc  roM  h\  our  towrv 
#^\d  Kt.wa$  woi\dr*ou5  wi^e, 

fiejunvp^d  ii\to  b,  bramble  b\i?K 
j&\d  ?crMcKtd  out  both  to  *ys?< 

#\ci\  Nt  jaw  M?  «y«?  wtit  out. 
With  All  l\i?  rx\\ihi  Ai\d  k\mi\, 

He  juroptd  ii\to  *  bri*r  bujhy, 
^r\d  scratched  tJ\*n\ir\  *g*ai\* 


IW-tfW** 


The  "  Try  It"  Argument. — But  it  is  urged  that  we  should  try  it  and  see.  A 
man  who  did  not  know  how  to  swim  would  be  foolish  to  jump  into  deep  water  and  try- 
to  see  how  it  would  affect  him.  But  we  have  tried  it.  We  tried  it  from  1792  to  1834, 
and  failed  to  raise  the  price  of  silver  three  per  cent .  to  make  it  even  with  gold  at  the 
ratio  of  15  to  1.  We  tried  it  from  1834  to  1860,  and  failed  to  raise  the  price  of  gold  bul- 
lion between  3  and  5  per  cent,  to  make  it  equal  with  silver  at  the  ratio  of  16  to  1.  In 
1873  the  Latin  Union,  composed  of  France,  Belgium,  Italy,  Switzerland  and  Greece, 
wedded  to  the  free  and  unlimited  coinage  of  silver,  found,  when  Germany  threw 
$300,000,000  of  silver  bullion  upon  the  market,  that  free  and  unlimited  coinage  of  silver 
by  their  mints  failed  to  keep  up  the  value  of  silver  with  gold  at  the  ratio  at  which  they 
were  coining  silver,  and  they  were  compelled,  much  against  their  wishes,  to  suspend  the 
unlimited  coinage  of  silver  year  by  year  for  four  years,  until  finally  they  indefinitely  sus- 
pended it  in  1878.    We  tried  it  and  failed.     They  tried  it  and  failed,  and  were  compelled 


to  quit  it. — Hon.  Hoke  Smith. 


(,29) 
"BIMETALLIC"    EXERCISE. 
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Makes  Monometallism  every  time. 


(31) 
AN   HONEST  MAN'S  DILEMMA. 


How  can  I  use  both  ? 


(30) 
HUMPTY    DUMPTY. 


Humpty  Dumpty  sat  on  a  wall, 
Humpty  Dumpty  got  a  great  fall, 
And  all  the  senators  and  congressmen 
Can't  put  Humpty  Dumpty  16  to  1  again. 


(32) 
DOG    IN    THE    MANGER. 


Which  will  you  have — dog  or  horse  ? 
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(33)    MEXICO'S  OBJECT  LESSON. 


(S4)    IT  ALL  DEPENDS  ON  WHAT  YOU  LOOK  THROUGH. 


"  Coin  " — "  But  just  see  how  the  country  improves  when  you  look  through  this  free 
silver  glass." 
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(35)    HOW    DEPRECIATION   WOULD    WORK. 


The  prices  of  what  wage  earners  have  to  buy  respond  far  more  promptly  to  changei 
in  the  quality  of  money  than  do  wages — the  prices  at  which  labor  is  sold.  Hence,  when- 
ever money  is  getting  better,  though  nominal  wages  may  tend  to  decrease,  wage  earners 
are  constantly  getting  more  goods  in  exchange  for  the  money  they  actually  get  for  their 
labor;  and  whenever  money  is  getting  poorer,  though  nominal  wages  may  tend  to 
increase,  wage  earners  are  constantly  getting  less  of  the  necessaries  and  comforts  of  life 
in  return  for  the  wages  they  receive.  Appreciation  of  the  dollar  in  which  wages  are 
paid,  and  consequently  lower  prices,  is,  therefore,  constantly  and  certainly  to  the  advan- 
tage of  the  wage  earner.  Depreciation  of  the  dollar,  and  consequently  higher  priceB,  is 
Always  and  certainly  to  his  damage. — Hon.  John  Be  Witt  Warner. 


(36)    SING    A    SONG    OF    SIXPENCE. 


>WX£<, 


Sing  a  song  of  silver, 

Poorest  kind  of  money, 
Dollars  worth  but  fifty  cents, 

Wouldn't  they  look  funny  ? 
When  the  silverites  get  in 

Prices  will  be  high, 
Everybody  kicking  then 

When  they  go  to  buy. 


Sing  a  song  of  silver, 

Fiat  money,  too, 
Populists  want  both  kinds, 

Neither  worth  a  sou. 
Every  man  with  savings 

Sees  them  melt  away, 
And  of  all  debts  only 

The  Devil  is  to  pay. 


Sing  a  song  of  silver, 

Thirty-two  to  one, 
Piled  up  in  the  treasury, 

What  is  to  be  done 
With  the  useless  metal  ? 

Isn't  Uncle  Sam 
Just  a  little  bit  ashamed 

Of  the  silver  sham  ? 


Sing  a  song  of  silver, 

A  song  is  all  it's  worth, 
Greedy  silver  barons 

Thought  they  owned  the  earth, 
But  the  honest  people 

Downed  sixteen  to  one, 
And  the  silver  shouters 

Now  are  on  the  run. 

—  Whidden  Graham* 


(37)    BOTTOM    APPRECIATED. 
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MIDSUMMER  NIGHT'S  DREAM,  IV,  i.  Titania  (coming  to  her  senses)  *  *  * 
VThat  visions  have  I  seen  !  Methought  I  was  enamoured  of  an  ass.  *  *  *  How  came 
these  things  to  pass  ?    O,  how  mine  eyes  do  loath  his  visage  now  ! 


(38)    JILTED  BY  BOTH  PARTIES. 


MERRY  WIVES  OF  WINDSOR,  III,  iii.— Mrs.  Page  to  Mrs.  Ford.  Go  to  now; 
*  *  *  we'll  teach  him  to  know  turtles  from  jays. 

Falstaff.  Havj  I  lived  to  be  carried  in  a  basket  like  a  barrow  of  butcher's  offal,  and 
to  be  thrown  in  the  Thames  ? 
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(39)    THE    LIONS    ARE    CHAINED. 


Fn§fip\.     Looking  very  s\^it^wly  M@re  Kire^  &skewer\t 
Kt  t5pic4  two  Iioi\5  ii\  0g  w&y.  flow,  fKoMgkt  Kt- 1 5Cft  tlvt 
d&i^tr  tM  Mi5tr^5f  uyl  Tfw^or&M^  wert  drfVerv  b&cK  by. 
(Tfe  Ii@rv5  wtst  Qjvui\fcd;  but  kz^m  f\©t  t8\C  drifts) 
•-Buity&ri}  P%rir^  ftbgft^. 


Business  activity  depends  in  large  measure  upon  a  low  rate  of  interest,  which  is  ithe 
most  conclusive  proof  of  plenty  of  money  to  be  loaned.  How  are  we  to  have  interest 
cheap  and  money  abundant  ?  Capitalists  are  no  worse  than  other  men.  But  they  are 
no  better.  They  are  just  like  yourselves.  What  would  you  do  ?  Supposing  that  there 
were  a  lot  of  men  who  advocated  the  passage  of  a  law  that  after  you  had  loaned  out 
money  on  gold  values  would  force  you  to  accept  silver  values  in  return.  "Would  you  be 
in  a  hurry  to  lend  money  ?  Would  you  not  rather  keep  it  locked  up  in  a  trust  company 
or  else  loan  it  only  at  high  interest  and  for  short  terms  ?  Of  course  you  would.  Free 
silver  would  not  add  a  dollar  to  the  real  wealth  of  the  West  or  South.  But  the  appre- 
hension of  it  has  kept  from  those  sections  of  the  cobJtry  the  millions  upon  millions  of 
capital  that,  had  they  bean  invested  there,  might  hav-  naade  such  prosperity  as  the  world 
has  not  seen  since  the  sun  shone  upon  Eden. — Hon.  Jvkn  Be  Witt  Warner. 


(40)  RED    RIDING    HOOD— UP   TO    DATE. 
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Master  Wolf  walked  daintily  up  to  Little 
Red  Riding  Hood  and  tried  his  best  to 
appear  as  amiable  as  possible,  and  succeeded 
very  well ;  only  his  great  green  eyes  had  a 
treacherous  look  and  glared  in  a  hungry 
and  uncomfortable  manner,  and  when  he 
smiled  he  showed  a  double  row  of  sharp, 
dangerous  white  teeth. 


"But,  grandma,  what  long,  stiff  ears 
you  have  got  ?  " 

"  The  better  to  hear  what  you  say,  my 
darling,"  said  the  wolf,  and  his  eyes  glared 
greener  than  ever. 

"What  large  green  eyes  you  have  got, 
grandma,"  said  little  Red  Riding  Hood,  so 
frightened  she  knew  not  what  to  say. 

"The  better  to  see  you  with,  my  child," 
chuckled  the  wolf,  showing  his  ugly  teeth. 

"Grandma!  what  a  large  mouth,  and 
oh  !  what  big  teeth  you  have  got !" 

"Ah  !  ah  !  ah  !  the  better  to  tear  you  to 
pieces  and  eat  you  with,"  said  the  wolf, 
throwing  off  his  disguise. 


(41)   UNCLE  SAM'S  WOOING. 


Uncle  Sow* 


Prosperity — "  I  want  a  gold  engagement  rimr :  a  silver  one  won't  do."> 
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(42) 


A  GREAT  DAY  FOR  THE   BLUE  GRASS  DON   QUIXOTE. 


No  man  can  foretell  with  certainty  all  the  consequences  that  would  follow  a  sudden 
change  in  our  standard  of  value  from  gold  to  depreciated  silver,  hut  in  my  opinion  they 
would  he  most  disastrous  to  the  material  interests  of  our  people.  Of  course,  the  obliga- 
tion of  all  contracts  existing  at  the  time  the  change  is  made  would  be  seriously  impaired; 
credit,  which  constitutes  the  very  foundation  of  all  industrial  and  commercial  activity 
and  prosperity,  would  be  destroyed  for  a  long  time  at  least ;  our  domestic  trade  would  be 
paralyzed  until  values  could  be  readjusted  so  as  to  conform  to  the  altered  monetary  sys- 
tem ;  the  funds  of  widows  and  orphans  and  others  in  the  hands  of  guardians,  executors 
and  other  fiduciaries  would  be  at  once  diminished  about  one-half,  and  the  estates  of  the 
intended  beneficiaries  would  be  divided  about  equally  between  them  and  their  trustees. 
— Hon.  John  G.  Carlisle. 
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(43)    DON'T  MONKEY  WITH  THE  BUZZ-SAW. 


We  all  have  silver  standard." 


(44)    TOO   MUCH    BUSINESS. 


When  Uncle  Sam  bids  for  the  world's  silver. 
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(45)    THE    INFANT    SAMSON, 


U.     S.    TEMPLE    OF     FINANCE. 


We  owe  more  to  credit  and  to  commercial  confidence  than  any  nation  which  ever 
existed  ;  and  ten  times  more  than  any  other  nation  except  England.  Credit  and  confi- 
dence have  been  the  life  of  our  system,  and  powerfully  productive  causes  of  all  our 
prosperity. — Daniel  Webster. 


Looking  abroad  over  the. world  I  do  not  find  a  single  country  where  Christianity 
and.  civilization  are  progressing,  where  the  arts  and  the  science!  are  in  the  ascendant, 
where  trade  and  commerce  are  growing,  where  schools  and  colleges  flourish,  where  men 
and  women  are  comparatively  happy,  where  government  is  stable,  and  the  laboring  man 
earns  a  good  wage  for  a  day's  work,  that  is  not  on  the  gold  standard.  On  the  other 
hand,  I  do  not  find  a  country  where  civilization  and  Christianity  are  retrograding,  where 
the  arts  and  sciences  are  backward,  where  schools  and  colleges  are  decaying,  where 
revolutions  are  perennial,  where  men  and  women  have  no  cause  to  be  happy,  and  the 
laboring  man  is  paid  a  miserable  wage  for  a  day's  work,  which  is  not  on  the  silver  basis. 
I  do  not  say  that  all  the  highly  enlightened.  Christianized,  and  prosperous  nations  are 
such  because  they  have  the  gold  standard,  but  I  do  say  that  all  such  nations  have 
adopted  it,  demonstrating  that  gold  is  the  standard  of  civilization  and  Christianity,  of 
commerce  and  of  labor.  It  is  true  that  all  progressive  governments  have  adopted  the 
gold  standard,  and  that  the  unprogressive  countries  retain  the  silver  standard.  As- 
Mexico  adheres  to  implements  of  industry  which  the  farmers  of  the  United  States  dis- 
carded fifty  years  ago,  so  does  it  adhere  to  a  standard  of  value  which  this  country,, 
guided  by  Andrew  Jackson,  discarded  in  1834. — Hon,  Josiah  Patterson. 


(46)   OUR    ADULLAM. 
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I.  Samuel  XXII,  2.    And  every  one  that  was  in  distress,  and  every  one  that  wat 
in  debt,  and  everyone  that  was  discontented,  gathered  themselves  unto  him. 

The  United  States  under  a  gold  standard — since  1873 — has  maintained  a  greater 
circulation  per  capita  than  it  ever  did  before. 

There  has  been  five  times  more  silver  coined  under  the  gold  standard,  from  187S 
till  now,  22  years,  than  there  was  under  free  coinage  from  1792  to  1873,  81  years. 

Every  nation  that  has  adopted  the  gold  standard,  except  one  or  two  who  are  on 
depreciated  paper  basis,  has  increased  its  circulation. 

No  nation  of  first-class  civilization  has  the  silver  standard. 

— Judge  Bu/us  Hardy  at  Hillsboro,  Texas. 


Fire  and  Nail  Test. — Drive  a  nail  through  the  center  of  a  silver  dollar  and  it  is 
only  worth  a  little  over  fifty  cents.  Drive  a  nail  through  a  gold  dollar  and  it  is  still 
worth  100  cents.  Tried  by  fire,  the  gold  dollar,  when  melted,  is  worth  100  cents* 
Tried  by  fire,  the  silver  dollar,  when  melted,  is  worth  about  fifty -five  cents. 

— Hon.  Jo8iah  Patterson. 
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(47)    CHRISTIAN    AND    THE    MOUNTEBANKS. 


''At  this  fair  there  are  at  ail  times  to  be  seen  jugglings,  cheats,  games,  fools,  apes, 
^knaves  and  rogues,  and  that  of  every  kind." 

— Bunyan's  Pilgrim's  Progress. 


(48)    THREE    CHILDREN    SLID- 
ING    ON    THE    ICE. 


--    THtrtjftljtyr^iwiy. 


(49)   LITTLE   TEE    WEE. 


Little  Tee  Wee, 
He  went  to  sea 
In  an  open  boat ; 
And  while  afloat 
The  boat  bended. 
My  story's  ended. 
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(50)    LADY    OF    LYONS-UP   TO    DATE. 


But  the  Lady  of  Washington  was  not  fooled. 


Just  principles  will  lead  us  to  disregard  the  legal  proportions  altogether;  to  inquire 
into  the  market  price  of  gold  in  the  several  countries  with  which  we  shall  be  principally 
connected  in  commerce,  and  to  take  an  average  from  them. — Thomas  Jefferson,  on  fixing 
a  ratio. 


The  Committee  think  that  the  desideratum  in  the  monetary  system  is  the  standard 
of  uniform  value ;  they  cannot  ascertain  that  both  metals  have  ever  circulated  simul- 
taneously, concurrently  and  indiscriminately,  in  any  country  where  there  are  banks  or 
money  dealers  ;  and  they  entertain  the  conviction  that  the  nearest  approach,  to  an  invari- 
able standard  is  its  establishment  m  one  metai,,  which  metal  shall  compose  exclusively 
the  currency  for  large  payments. — Report  of  Currency  Committee  to  Congress,  June  30, 
1832. 
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(51)    THREE    BLIND    MICE. 


\. 


^  U.S.  FARM     ^ 


eetiow  Eke 


Agitation  may  continue  for  a  while  yet  to  retard  progress  and  make  capital  timid, 
but  the  agriculturists  of  this  country  will  never  consent  to  lose  a  foreign  market  for 
their  surplus  products,  nor  receive  in  the  home  market  a  depreciated  silver  dollar,  simply 
to  enrich  silver  mine  owners  or  holders  of  silver  mine  stock  ;  they  will  never  consent  to 
unsettle  values  and  make  them  dependent  upon  the  price  of  silver  ;  they  will  never  con- 
sent to  drive  all  gold  out  of  circulation  and  substitute  silver  dollars  without  the  purchas- 
ing power  of  gold.  *  *  *  The  wage-earners  will  never  agree  that  this  government 
shall  embark  upon  a  scheme  which  will  double  the  prices  of  all  they  have  to  buy,  with- 
out increasing  their  wages  in  a  corresponding  ratio ;  they  will  never  agree  that  their 
government  shall  set  itself  against  a  monetary  system  endorsed  by  the  leading  commer- 
cial countries  of  the  world,  and  under  which  this  country  is  now  so  rapidly  recovering 
from  the  stagnation  from  which,  in  common  with  all  others,  it  has  been  suffering  since 
1891.— GW  Chas.  T.  O'Ferrall. 


499 


(52)    BABEL   UP  TO   DATE. 


GENESIS  XI,  4.    And  they  said,  Go  to,  let  us  build  up  a  city  and  a  tower,  whose 
top  may  reach  unto  heaven  ; 

7.  [And  the  Lord  said]  Let  us  go  down,  and  there  confound  their  language,  that 
they  may  not  understand  one  another's  speech. 

8.  So  the  Lord  scattered  them  abroad  from  thence  upon  the  face  of  all  the  earth. 


I  object  to  the  silver  standard  being  adopted  in  lieu  of  the  existing  standard,  be- 
cause  it  will  defraud  all  creditors  out  of  one-half  the  value  of  their  debts.  Every  debt 
contracted  since  January  1,  1879,  was  contracted  on  the  gold  standard.  The  debtor 
honestly  owes  the  value  of  23.22  grains  of  gold  for  every  dollar  promised,  and  the  credit- 
or is  honestly  entitled  to  receive  it. — Letter  to  Texas  Democrats. — Hon.  Eoger  Q.  Mills. 


When  the  silver  miner  and  bullion  owner  shall  have  established  by  legislation 
government  grist  mills,  which  shall  convert  every  50  cents'  worth  of  farmer's  wheat  into 
a  dollar  of  flour,  it  will  be  time  enough  for  the  farmer  to  advocate  laws  which  shall 
convert  every  50  cents'  worth  of  silver  bullion  into  a  dollar  of  coin.—/.  Sterling  Morton. 
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(53-7)    FIVE    LITTLE    PIGS. 


This  little  pig  went  to  market. 


This  little  pig  stayed  at  home. 


This  little  pig  got  roast  beef.  This  little  pig  get  none. 

;BLACK8Utu3J 


This  little  pig  cried  *«  Wee,  wee,"  all  the  way  home. 


ItfDEX. 
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I  DST  3D  IE  Xl . 


Abrasion— Gold  coins  of  U.  S.,  13  ;  loss  by,  55. 

Act  of  1834,  6,  182. 

Act  of  1873,  12;  in  Congress,  114. 184;  history  of, 
183  ;  Hooper,  Kelley  and  Stoughton  on,  114,  129  ; 
Kelley  on,  183  ;  Knox,  183  ;  E  Seyd  on,  114  ;  effect 
on  U.  S.,  182. 

Acts— Bank  currency,  31-44  ;  coinage,  2-22  ;  cur- 
rency, 22-30. 

Africa— Gambia,  Sierra  Leone,  Gold  Coast  cur- 
rency, 54. 

Alabama— State  bank,  233-210 ;  Constitution  on 
banking,  238. 

Albany— Bank  of,  286 ;  redemption  agency.  300. 

Allison— Bland  Act,  184. 

Alloy— Coins,  3,  6,  11,  12,  13,  46,  180. 

Amsterdam— Exchange,  142. 

Amos— The  prophet  on  inflation,  379. 

Appreciation— Burden  falls  on  capitalists  and  man- 
ufacturers, 378 ;  of  gold,  doubt  as  to,  376  ; 
meaning  of,  378  ;  advantage,  399. 

Argentine  Republic— Circulation,  68  ;  coins,  67.  68. 

Arkansas— Banking,  Constitution  on,  245  ;  State 
bank,  245-7,  post  notes  issued  by,  246  ;  real  estate 
bank,  247. 

Assaying— Bullion,  3,  9,  14. 

Assets— Canada,  circulating  notes  first  charge,  312  ; 
bank  of  Indiana,  207  ;  banks  in  N.  Y.,  difficulty 
in  disposing  of,  295. 

Assessment— Canadian  banks,  316 ;  N.  Y.  safety 
fund,  299  ;    proposed,  199,  202,  203.  218,  219. 

Assignats— France,  155,  358. 

Australia— Banking  in,  53;  gold,  178. 

Austria-Hungary— Monetary  agreement  between, 
57  ;  bank  issues,  57  ;  State  Bank,  57  ;  coinage  of 
gold  and  silver,  56 ;  legal  tender,  57  ;  paper  cir- 
culation, 56,  57  ;  thrown  off,  459;  stock  of  money, 
58,  72. 

Bank  (General)— Capital  cannot  be  advanced  by  a, 
331 ;  committee  selected,  1810,  opinion  as  to  is- 
sues, 154;  confidence  m  issues,  155;  currency  laws 
relatingto  a,  31-45;  currency  natural,  344;  debtors 
of  a,  336;  exchange  influence,  154,  158;  expenses, 
828;  issue  benefits,  93;  great  incentive  to  lend  is- 
sues, 92;  obligations  of  a,  92;  operations  of,  326; 
private  bankers  distinct  from,  332;  statistics,  434- 
441. 

Bank  (Specific)- Alabama  State,  238-40;  Arkansas, 
215-248;  Austria-Hungary,  57-58;  Belgium,  59; 
Bolivia,  68;  Buffalo,  298;  Canada,  311,  312;  Chile, 
67;  Commonwealth,  Kentucky,  227;  Delaware 
State,  228;  Denmark,  62;  England,  See  England, 
Bank  of;  Florida,  State,  243-245;  France,  59;  ex- 
ample of  banking  principle,  215,  reserves,  1851- 
1866,  1851-1876,  365;  Georgia,  Augusta,  242,  243; 
Germany,  Imperial,  56;  Greece,  61;  Illinois,  State, 
233,  234,  235;  Indiana,  207,  208,  231-232;  Ireland, 
52,  156;  Italy  60;  Kentucky,  State,  225-227;  Land, 
222, 254;  Louisiana,  Acts,  209-210;  State,  240,  241; 
Maine,  State,  269,  270-271;  Mass.,  210,  249,  250, 
254-260,277-281;  Missouri,  State,  249-250;  Missis- 
sippi, State,  232-234;  Mutual  Reserve,  281-283; 
Redemption  at,  281-282;  New  England,  currency, 
253,  284;  New  Hampshire,  272,  286;  New  York, 
211,  289,  292-296,  306;  North  America,  286;  North 
Carolina,  229-230;  Persia,  65;  Prince  Edward's 
Island,  314;  reciprocity,  296;  Rhode  Island,  222, 
255,  262-268,  282;  Royal,  326;  Scotland,  825-326; 
Servia,  65;  South  Carolina,  State,  230;  Spain,  61; 
Stockholm,  91;  State  and  National,  268;  Suffolk, 
277-281,  See  Svffolk  Bank ;  Switzerland,  State,  60; 
Fern-Planters,  237;  State,  287-238;  United  States, 
81,32,  181;  Vermont,  223-225,  273-276. 

Bank,  National— See  National  Banks. 

Bank  Notes— See  Notes. 


Bankers— Canada,  conference  of,  312  ;  England,  on 
circulation,  164  ;  dangers  to,  from  inflation,  334  ; 
private,  as  distinct  from  banks,  332 ;  States  as, 
221-252. 

Banking— Advances  on  capital  not  good  business, 
331 ;  Arkansas,  Constitution,  245  ;  balances  in,  94; 
Canada,  309,  311,  315,  316,  319,  323-324  ;  creditors 
and  debtors,  75  ;  Delaware,  State,  228  ;  discount- 
ing, 327  ;  free,  See  Free  Banking;  Georgia,  241- 
243 ;  governments  not  banking  institutions,  220  ; 
Hong  merchants'  plan,  288  ;  Illinois,  prohibited  by 
Constitution,  236  ;  improvements,  163 ;  Indiana, 
cessation  of  State,  232  ;  Kentucky,  227;  Mr.  Law's 
idea  of,  336  ;  Louisiana,  241  ;  Maine,  269-271  ; 
Manhattan  Co.,  280  ;  Mass.,  210,  212,  258,  259,  260, 
277-281 ;  New  York,  281,  285-308 ;  New  South 
Wales,  53 ;  New  Zealand,  53  ;  obligations  of  in- 
stitutions, 116 ;  principle,  214,  283 ;  Queensland, 
53  ;  Rhode  Island,  263-264 ;  Scotland,  325-336  ; 
security  doomed,  215 ;  South  Australia,  53 ; 
United  States,  31,  32,  197  ;  Van  Buren's  Plan,  288  ;. 
Vermont,  274,  275,  276  ;  plan,  223  ;  Victoria,  53  ; 
war,  effect  on,  190  ;  Western  Australia,  58. 

Banks— Alabama,  238-240;  Arkansas,  245,  246  ;  As- 
sociated to  issue  currency  substitutes,  344  ;  Aus- 
tralasia, 53  ;  bankable  funds,  95  ;  Boston,  278-2r9  ; 
Bradstreet's  on,  339;  Buffalo,  292  ;  expense  to  Safe- 
ty Fund,  298  ;  Brazil,  68 ;  British  Honduras,  54  ; 
Canada— See  Canada ;  capital  secured  by  bonds, 
250 ;  certified  checks  90,  342 ;  colonial  exam- 
ples, 212  ;  Connecticut,  265,  266,  267,  268  ;  contrac- 
tion injured  by,  339  ;  China,  250  ;  classification  of 
State,  250 ;  debts,  115  ;  depositors,  75  ;  Delaware, 
State,  228  ;  England,  See  England,  Bank  of;  Flor- 
ida, 244,  245 ;  Germany,  56  ;  Hong  Kong,  55  ;  Illi- 
nois, 235  ;  India,  54  ;  Indiana,  231 ;  Italy,  60  ;  issue 
(agricultural  communities),  93 ;  elasticity  of  circu- 
lation, 92  ;  examples,  88  ;  prosperity  in  U.  S.,  93  ; 
true,  92;  world,  68;  Japan,  66;  Ky.,  226,  227; 
Lockpoit  and  Sacket's  Harbor,  292 ;  Louisiana, 
240 ;  Maine,  268, 269  ;  Massachusetts,  222,  255-268  ; 
Mississippi,  232  ;  New  York,  285-308  :  National, 
See  National  Banks ;  Netherlands,  63  ;  New  Jer- 
sey, 223  ;  New  Hampshire,  273,  274  ;  New  Bruns- 
wick, 311  ;  North  Carolina,  228,  230  ;  Norway,  62  ; 
notes,  able  to  discount  more  when  issued,  326 ; 
object  to  keep  circulation  out,  199  ;  Portugal,  64  ; 
Rhode  Island,  262,  264 ;  Roumania,  65  ;  Russia, 
64;  Scotland,  326-332  ;  shareholders  as  borrowers, 

250  ;  Sweden,  62,  91  ;  Switzerland,  60  ;  Tennessee, 
236,  238  ;  Turkey,  65  ;  United  States,  195-197,  206- 
308. 

Banks,  State— Branches  operated  by,  199,  251  ; 
debts  left  behind,  251  ;  experience.  223 ;  inade- 
quacy, 190  ;  issues,  91 ;  managed  by,  222 ;  na- 
tional system  organized,  251 ;  necessary  factor, 
197  ;  note  issues,  199  ;  present  statutes,  197 ;  right 
to  make  issues,  197  ;  stimulated  by  surplus,  1837, 

251  ;  State  and  national,  199,  205-220 ;  State  in- 
terest in  real  estate,  250  ;  statistics,  440  ;  tax  on, 
34,  50,  197,  206,  207 ;  See  also  under  names  of 
States. 

Barings— Failure  of,  338  ;  on  restrictions,  148. 

Barter— Commerce,  100;  principle,  100. 

Belgium— Banks,  59,  366,  867  ;  silver,  176,  184  ;  State 
receives  profit,  59. 

Bermudas— Currency,  54. 

Biddle,  Nicholas— Mississippi  State  banks,  233. 

Bimetallism  in  France,  357-368. 

Bimetallism  in  History,  173-188. 

Bimetallism— 18,  22,  111,  128,  174  ;  advocates,  415; 
argument,  374  ;  authority,  174  ;  "Coin  "  on,  140  ; 
committees,  139  ;  England,  114,  174;  failure,  416  ; 
France,  118,  357-368,  416 ;  France,  chart  repre- 
senting, 362-3  ;  harmony  of  value  necessary,  84; 
history,  173-188  ;   impossible,  183,   878  ;   interna- 
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tional,  why  impracticable,  120,  373  ;  justification, 
84;  Latin  Union,  58,366;  Peters,  E.  T.,415; 
practicability,  415 ;  ratio.  373 ;  recent  develop- 
ments, 186  ;  results,  373,  484  ;  silver,  120  ;  snare 
and  a  delusion,  104 ;  Spain,  61 ;  United  States, 
373  ;  since  1873,  182  ;  Walker,  415-416  ;  what  is 
it  ?  111. 

Bland  Act-18, 184  ;  Allison,  132, 184  ;  bullion,  185  ; 
effect  on  bonds,  185  ;  Hayes'  vetoes,  184  ;  Sher- 
man, 185. 

Bolivia— Bank  of.  68  :  circulation,  68  ;  currency, 
68. 

Bond  Syndicate— 430-432. 

Bonds— Act  of  Jan.  14,  1875,  30,  429  ;  Arkansas, 
246  ;  Canada,  exchanged  for  provincial,  310,  311  ; 
Government  encourages  holdings,  311 ;  capital 
by  sale  of,  250  ;  capital  invested  in,  93  ;  deposit 
destructive  to  note  issue,  194  ;  deposited  by 
National  banks,  92  ;  deposit  and  free  banking. 

299  ;  against  safety  fund,  305  ;  inelasticity  of 
bond  system,  305  ;  effect  of  Bland  Aqt,  185  ;  issue 
of  notes  on,  23,  33;  New  York,  301,  304, 305,  306  ; 
note  issues  secured  by,  300  ;  security  did  not  pre- 
vent panics,  220  ;  Treasury  notes,  26  ;  sales,  429, 
430  ;  United  States,  basis  of  national  system, 
194,  340  ;  prices  of  United  States,  442. 

Boston— Banks,  agreement  with  the  Suffolk,  278  ; 
increase  in  circulation,  279  ;  exchange  office,  277  ; 
issues  by  merchants,  254  ;  mint  at,  175  ;  state- 
ment of  banks,  278  ;  suspend,  258. 

Bradstreet  —Report  of  business  failures,  339. 

Branches- Canada,  capital,  316;  mutual  support, 
320  ;  system  insures  largest  expansion  of  circu- 
lation, 319  :  Indiana,  207  ;  liability,  Indiana,  207  ; 
Ohio,  liability,  209  ;  operated  by  State  banks, 
251. 

Brazil  -  Banks,  68  ;  coins,  68  ;  currency,  68  ;  union 
of  banks,  68. 

British  Colonies— paper  money,  54 ;  Guiana,  curren- 
cy, 54  ;  Honduras,  bank,  ti  ;  specie  suspension, 
54 ;  India,  See  India. 

Buffalo— Banks,  failures,  297  ;  injunctions,  292, 298  ; 
notes  received  by  the  State,  292  ;  outstanding  cir- 
culation, 292 ;  redemptions,  292  ;  violates,  over 
issues,  298. 

Bullion  Report,  The,  141-168. 

Bullion— Assaying,  3,  9,  14,  19;  Bland  Act,  185; 
certificates,  19  ;  currency  expedients,  34  ;  difficulty 
of  converting  coin  into,  144,  140 ;  exchange  in 
India,  54  ;  affected  by  paper  currency,  155  ;  ex- 
pense of  coining,  146  ;  fineness  in  U.  S.,  3,  8,  14, 
16  ;  free  coinage,  111 ;  greater  use  than  coin,  146  ; 
gold  coin  for  gold,  19  ;  gold,  price  1806-10,  142 ; 
gold,  report  of  Select  Committee,  141-168 ;  mint 
price,  147  ;  notes  do  not  operate  on  price,  154  ;  no 
restrictions  on  movements,  147 ;  no  want  in  Eng- 
land 1776-83,  144  ;  price  compared  with  coin,  145  ; 
price  paid  in  England,  51 ;  price,  high,  indicates 
excessive  circulation,  166 ;  principles  which  gov- 
ern price  of,  145 ;  purchase  authorized,  18  ;  pur- 
chase of,  10  ;  purchase  of  silver,  20,  24  ;  purchase 
statutes  repealed,  21 ;  regulator  of  foreign  ex- 
change, 149  ;  report,  conclusions,  166. 

Bunyan,  on  silver,  471. 

California— Discoveries,  gold,  178. 

Canada,  Acts,  312  ;  attempts  at  banking  legislation, 
311 ;  bank  act,  1890,  312  ;  bank  circulation,  324  ; 
bank  note  currency,  309-324  ;  branches,  316  ;  cir- 
culation, 322,  310,  315,  320  ;  coins,  52  ;  condition 
of  banks,  325  ;  currency,  52  ;  effect  of  panics,  322  ; 
dividends,  313  ;  elasticity,  52  ;  Dominion  notes,  52, 
823,  324,  325  ;  finance,  319  ;  free  banking,  310  ;  gold 
coin,  52,  323  ;  gold  reserves,  52,  53 ;  government 
proposals,  312  ;  new  development  in  banking,  3l2; 
note  issue,  52  ;  panic,  320  ;  provincial  notes,  310  ; 
notes  of  interest,  318 ;  redemption  agencies,  52, 
823 ;  reserve  question,  312 ;  silver  coinage,  52  ; 
stock  of  money,  53. 

Canadian  Bank  Note  Currency,  309-324. 

Cape  of  Good  Hope,  54. 

Capital — Advances  not  good  banking,  331 ;  See 
Banks ;  bond,  98  ;  Canada,  distribution  of  in, 
318  ;  coinage   free  drives  out,  377  j  free  banking, 

300  ;  interest,  116  ;  percentage  to  circulation,  194  ; 
returns  too  slow,  331  ;  Scotland,  banks,  380,  334, 
337 ;  State  banks,  199  ;  transfer,  336. 

Carlisle,  Sec.  J.  G.,  422,  472,  492. 

Cash— Credit,  75,  76  ;  Scotch  merchants'  use  of,  328. 

Catechism,  Financial,  105-120. 


Census— Mortgages,  116. 

Cent -Act.  10:  coinage,  11,  12,  17,  19,  21,  46. 

Central  American  States— Currency,  circulation, 
legal  tender,  67. 

Certificates,  clearing-house,  341-342  ;  fac-similes, 
345-350  ;  Congress  compels  reception  of  silver, 
185  ;  currency,  50  ;  denominations,  50  ;  deposit, 
343 ;  exchange  for  bullion,  19  ;  loan  like  colo- 
nial issues,  251 ;  Missouri,  249  ;  N.  Y.  safety  fund, 
301 ;  silver,  20,  31,  185. 

Ceylon,  currencies,  54. 

Charters— See  Banks. 

Chase,  Secretary— N.  Y.  free  banking  his  model, 
308. 

Checks— Certified,  90,  342;  as  currency,  342;  fac 
similes,  350-56  ;  pay,  342. 

Chevalier,  M.— On  silver,  178. 

Chile— Banks,  66  ;  circulation,  66  ;  coinage,  67  ; 
currency,  65 ;  gold,  67  :  legal  tender,  67  ;  stand- 
ard, 67. 

China— Gold,  exported,  395  ;  imports  and  exports, 
395;  money,  little  change  in  purchasing  power, 
395;  silver,  66,  395;  wages  low,  395. 

Circulation— Alabama,  240;  Argentine  Republic, 
67;  Austria-Hungary,  57;  Australasia,  53  ;  bank 
notes,  89;  bank,  object  to  keep  out,  199;  Bolivia, 
68 ;  bullion,  166  ;  Canada,  52,  310-315,  319-320; 
comparison  U.  S.  and  Canada,  321;  Central  Amer- 
ican States,  67  ;  cheap  money,  108  ;  Chile,  67  ; 
China,  66;  coins,  worn,  180;  competition  regu- 
lates, 199;  Conn.,  266;  confidence,  103;  criterion 
as  to  excess,  163;  Delaware  banks,  228;  Denmark, 
62;  effect  of  increased  on  prices,  160;  elasticity, 
92,  195;  England,  51,  159-167;  excessive  due  to 
overtrading,  329;  Germany,  56;  gold,  possible  to 
drive  out,  375;  hoarding,  344;  Hong  Kong,  55  ; 
India,  amount,  54;  Italy,  60;  Kentucky,  88,  226- 
228;  Louisiana,  241;  Maine,  limitation,  269;  Massa- 
chusetts, 1784,  255;  Mexico,  67  ;  Missouri,  249; 
money  all  not  in,  96;  national  banks,  34,  37,  38, 
194,  340,  341, 443, 415;  Netherlands,  63;  New  Hamp- 
shire, limitations,  272;  New  York,  287, -289,  301, 
302,  304,  305;  Norway,  62;  objections  to  exclusive 
metal,  88;  per  capita,  95;  Europe,  109;  percentage 
to  capital,  U.  S.,  194;  Persia,  65;  power  of  paper 
money,  86;  principle  of  due*  bill,  89;  quantity  of 
money  in,  98;  rapidity,  99;  rate  of,  163;  Rhode 
Island,  264;  Roumania,65;  Scotland,  overstocked, 
328;  Servia,  65  ;  Sweden,  62  ^Switzerland,  60  ; 
State  banks,  40,42;  tendency  toward  equilibrium, 
97;  Turkey,  65;  United  States,  34,  43,  50,  54,  201, 
320,  390,  392,  405,  443^45. 

Clinton,  Gov.— Message  on  banking,  288. 

Clearing  House,  94  ;  certificates,  341,  3*2,  344;  due 
bills,  342 ;  England,  145 ;  New  York  refuses  to 
receive  silver,  185  ;  fac-similes,  345-50 ;  transac- 
tions, 448. 

Coin's  Financial  Fool,  121-140. 

"  Coin  "  (W.  H.  Harvey)— A  traitor,  137  ;  an  ab- 
surdity, 122  ;  bimetallism,  140  ;  causes  for  depres- 
sion of  value,  146  ;  circulation  due  to  legal  tender, 
125  ;  clearness  of  statements,  127 ;  Columbus  forg- 
ery, 140  ;  defense,  140 ;  enlists  in  the  cavalry, 
132  ;  deceives,  140  ;  explanation  of  unlimited  de- 
mand, 132;  Financial  Fool,  121-140;  Financial 
School,  122 ;  first  lalsehood,  122  ;  forgery,  125 ; 
greenback  system,  136  ;  Laughlin,  134  ;  monetary 
unit,  1792-1873,  124;  money,  Roman,  122;  our 
first  dollar,  124  ;  philosophy  of  panics,  134  ;  price, 
138;  of  wheat,  123;  quotation  of  U.  S.  Monetary 
Commission's  report,  123  ;  series  of  explosions, 
134  ;  standards,  130  ;  unit,  125  ;  "  variation  of  two 
points,"  131  ;  wheat,  123. 

Coin— Clipped,  123,  156;  difficulty  of  converting 
into  bullion,  146  ;  diminution  by  use,  146  ;  effect 
of  worn  on  bullion,  147  ;  gold  bullion.  19  ;  half 
eagles,  186  ;  intrinsic  value,  86  ;  light  not  im- 
ported, 176  ;  limit  of  use  above  bullion,  146, 147  ; 
precautions,  146  ;  price  compared  with  bullion, 
145  ;  principles  which  govern  price  of  gold  in, 
145  ;  reasons  for  going  abroad,  328 ;  results  of 
confining  to  country,  146 ;  Scotland,  329,  336 ; 
United  States,  worn,  180 ;  Walker  on,  140. 

Coins— Alloy,  3,  6,  11.  12,  13,46, 180  ;  Argentine  Re- 
public, 67  ;  Austria-Hungary,  56,  57  ;  Belgium, 
small  disappear,  361  ;  Brazil,  68 ;  Canada,  52  ; 
China,  66  ;  dime  and  half-dime,  2,  6, 13,  17  ;  Eng- 
land, 51,  175,  177;  foreign,  4,  10,  13,  126,181; 
France,  gold,  359 ;  Germany,  551  ;  gold.  2,  6,  8, 
15,  21,  71 ;  India,  gold  and  silver,  53  ;  Japan,  66 ; 
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Latin  Union,  58,  59,  367  ;  legal  tender  qualities, 
4,5,,  11, 12,  17,179  ;  Mexico,  67  ;  Netherlands,  63  ; 
Persia  65  ;  Portugal,  64  ;  redemption  of.  12,  19  ; 
Russia,  63 ;  Scandinavian  Union,  6i  ;  Servia,  65  ; 
silver  issue  of  1876, 17  ;  transportation,  20  ;  sover- 
eign weight,  51  ;  Spain,  61 ;  Spanish- American, 
181;  Turkey,  65 ;  twenty-cent,  19  ;  United  States, 
5,  6, 12,  13,  45-46,  86,  180,  323  ;  value  not  depend- 
ent upon  face,  86 ;  worn  in  circulation,  180. 

Coinage—Amount  of  United  States  coinage,  449-61 ; 
Argentine  Republic,  67  ;  Austria-Hungary,  56,57; 
bullion,  111;  Canada,  52,  323  ;  Chile,  67  ;  copper, 
4,21,45-46  ;  dollar,  11,  12,  13,  15,  17,  18,  20,  21, 
22,  180  ;  England,  51, 146,  156, 177  ;  five  cent,  12  ; 
foreign  coins,  2,  4,  5,  10,  13  ;  France  since  1803, 
359,  360,  364,  368,  416  ;  free  coinage,  53,  111,  181, 
133,  137.  140,  184,  185,  372,  377,  378,  381,  382,  455  ; 
free  coinage  dissected,  369-382  ;  Germany,  55, 
184  ;  gold  dollar  and  double-eagle,  8  ;  gold  and 
silver,  180  ;  half-eagle,  181  ;  Japan,  66  ;  Latin 
Union,  58,  59,  367,  368  ;  laws  regulating,  2-22  ; 
Mexico,  charges,  66  ;  Netherlands,  63 ;  new, 
March,  1853,  10 ;  no  State  to  coin  money.  80 ; 
powers  granted  by  Constitution,  2 ;  principles, 
86  ;  regulations,  1851,  9  ;  reports  to  Congress,  112; 
revised  statutes,  13,  17,  21  ;  Russia,  63;  Scandi- 
navian Union,  charges,  62  ;  silver  prohibited  in 
England,  51  ;  Spain,  61  ;  statements  in  regard  to 
silver,  131  ;  three-cent.  11  ;  Turkey,  63;  twenty- 
cent,  1875,  17,  19 ;  United  States,  Act  of  April, 
1792,  2,  176,  180 ;  gold,  180 ;  legislation,  175  ; 
silver,  108,  113  ;  suspension  of  silver  dollar,  180. 

Colonies,  American— Money  difficulties,  175  ;  paper 
money  issued  by,  222. 

Commerce,  and  the  people,  74  ;  cause  of  restric- 
tions, 148  ;  complicated  system  of  barter,  100  ; 
deals  in  commodities,  100 ;  finance,  74;  gold 
prefers,  375 ;  increase  of  money,  78  ;  interna- 
tional—gold the  best,  376  ;  monometallism,  177 ; 
power  of ,  103, 187  ;  ratio,  374;  relation  to  finance, 
100;  requirements  of,  101  ;  restrictions  upon, 
148 ;  Scotland,  327  ;  silver,  374  ;  universal,  103; 
variations  in  exchange,  155. 

Commission— France,  365  ;  Indian,  396. 

Commissioners— Conference,  18  ;  New  York,  bank, 
289 ;  dissatisfaction  with,  297  ;  interpretations 
concerning  safety  funds,  293  ;  office  abolished, 
300  ;    Ohio,  bank,  209. 

Committee— See  Select  Committee. 

Commodities— Prices,  415. 

Competition — Silver  using  countries,  118. 

Comptroller,  New  York— Authorized  to  redeem  in- 
solvent bank  notes,  300  ;  reports,  302  ;  U.  S.,  cur- 
rency, 340  ;  report,  29,  197. 

Conference— Canada,  attitude  of  government,  312  ; 
bankers  of,  312 ;  commissioners  to,  18  ;  mone- 
tary, 184  ;  resolution,  joint,  17  ;  Paris,  367. 

Confederation— Dollar  of,  124. 

Congress — Act  1873,  114  ;  compel  the  reception  of 
silver  certificates,  185  ;  discussion  over  dollar,  128  ; 
limitations  imposed  by,  80 ;  money,  107  ;  people, 
80;  power,  to  coin,  2;  power  to  regulate  money, 
2,  75,  79,  109  ;  reports  on  coinage,  112  ;  silver 
advocates  in,  184. 

Colville,  Mr.— On  depreciation,  157. 

Columbia— Currency,  68. 

Connecticut— Bank,  266,  267;  bill  issues,  255; 
change  of.  redemption  agency,  268  ;  circulation 
limited,  266,  267,  268  ;  colonial  redemptions,  255  ; 
counterfeiting,  255  ;  distrust  of  paper  money,  265  ; 
fractional  no  es,  266  ;  general  assembly,  266  ; 
movement  of  trade,  266  ;  notes,  authority  with- 
drawn, 267;  hoarded,  266  ;  small  forbidden,  267  ; 
panic  of  3837,  261  ;  preference  for  chartered  bank 
system.  268 ;  provisions  of  charters,  267 ;  re- 
demption agency,  265  ;  reports,  5!66  ;  specie  re- 
serve, 267  ;  State  bank  currency,  265  ;  subscrip- 
tions, 266  ;  Union  bank,  265  :  use  of  revolu- 
tionary stock,  266. 

Constitution— Alabama  on  banking,  238,  240  ;  New 
York,  290,  299,  301  ;  U.  S.  2.  198. 

Contracts— Can  be  broken  by  Congress  for  the  peo- 
ple, 80 ;  execution  controlled  by  legal  tenders, 
86  ;  future  payment,  83,  414  ;  freedom,  418  ;  inter- 
national no  legal  tender,  402. 

Convertibility— Best  regulator  of  currency,  158  ; 
opinion  of  select  Committee,  158. 

Copper— Coinage,  1792,  4. 

Costa  Rica— Currency,  67. 

Counterfeiting— Conn.,  255  ;  free  banking  and,  308 ; 


laws. 38  ;  Mass.,  256  ;  United  States,  1806,  6  ;  1391, 
21. 

Credit  115  ;  cash,  75  ;  confidence,  Webster  on,  494  ; 
currency  preferred,  340 ;  debt,  77 ;  dependent 
upon  monetary  unit,  83 ;  effect  of  impairment, 
82  ;  greenbacks,  82  ;  instruments,  453  ;  as  money, 
74;  New  York,  exploitation,  304;  paper  currency, 
192 ;  Scotland,  327 ;  substituted  for  money  by 
governments,  80  ;  shrinkage,  116  ;  supplants  capi- 
tal, 116;  tendency  to  settle,  75;  to-day,  377;  to 
strengthen  public,  U.  S.  not  to  be  impaired,  120  ; 
Vermont,  224  ;  wealth  the  basis  of,  76. 

Creditor— Debtor,  116  ;  classes,  76  ;  farmer  a  great, 
76  ;  free  comas e,  376 ;  injured  by  reduction  in 
dollar,  119  ;  laborers,  386  ;  New  York,  payment 
of,  294  ;  real  and  imagined  class,  404. 

Crime  of  1873,  128. 

Crisis,  1857— Effect  on  wild-cat  banks,  213,  296  ; 
New  York,  safety  fund,  304. 

Currency  Famine  of  1893,  337-356. 

Currency— Acquiescence  of  the  people,  77  ;  Africa, 
54 ;  ante-bellum,  197  ;  Argentine  Republic,  67  ; 
Arkansas,  248  ;  attempt  of  government  to  furnish, 
214;  Australasia,  53;  Austria-Hungary,  56;  reform, 
56,  459  ;  bank,  31-45,  311,  326,  255,  313  ;  Belgium, 

59  ;  Bermudas,  54  ;  blame  of  bad,  207  ;  Bolivia, 
68  ;  Brazil,  68  ;  British  Guiana,  54  ,  British  India, 
53-54  ;  bullion  regulates,  149  ;  business  demands, 
109,  340 ;  Canada,  52,  309-24.  340  ;  certified 
checks,  342  ;  Cape  of  Good  Hope,  55 ;  Central 
American  States,  67  ;  certificates,  50  ;  Ceylon,  54  ; 
China,  65 ;  clearing-house  certificates  not  used 
as,  341  ;  coinage  free,  a  forced,  371  ;  Columbia, 
68;  commerce,  187;  committee  of  1832,  497; 
Connecticut  State  Bank,  265  ;  constitution,  198  ; 
Cyprus,  54 ;  demand  for  more,  340,  344 ;  danger 
of  uncertainty,  382 ;  depreciation,  87,  404 ;  depre- 
ciation, Secretary  Windom  on,  399  ;  development 
of,  187  ;  each  community  supplies  its  own  wants, 
344  ;  effect  of  discrediting,  81,  187  ;  effect  of  in- 
creased, 147;  effect  on  exchange,  150 ;  emergency, 
fac  similies,  341,  345-356  ;  England,  inflation,  162; 
excess,  326,  405  ;  fair,  a  stable  one,  399  ;  famine 
of  18a3,  337-356  ;  France,  59 ;  further  issues  of 
silver,  201 ;  Guatemala,  67  ;  German  Empire,  55  ; 
Gibraltar,  54 ;  gold.  339  ;  Great  Britain  and  Col- 
onies, 51-55  ;  Greece,  61  ;  Hamburg,  146  ;  Hon- 
duras, 67  ;  India,  177  ;  inflation,  location  of,  434  ; 
issue,  382:  Italy,  60,  459;  Japan,  66;  lack  sup- 

{ilied  by  individuals,  344 ;  Latin  Union,  58-61 ; 
aws  relating  to,  22-31 ;  legal  tender,  50,  77 ;  lia- 
bility to  depreciation,  94;  loaned  on  land  in  Penn- 
sylvania, 223  ;  Maine,  268  ;  Massachusetts,  222  ; 
unstable,  256  ;  Mauritius,  54  ;  measures,  191 ; 
metal,  161  ;  Mexico,  66 ;  Minor  British  Colonies, 
54, 55  ;  movements  affecting,  182;  National  Banks, 
90,  91,  340,  313,  344;  Netherlands,  63;  New  Eng- 
land, 253,  272,  283,  284  ;  New  Hampshire,  272 ; 
New  York,  286-308  ;  Newfoundland,  54  ;  Nica- 
ragua, 67  ;  our  paper,  189-203  ;  paper,  86,  87,  155, 
192  ;  Portugal,  64,  77  ;  principle,  215  ;  problem 
not  yet  solved,  434  ;  proportion  to  population,  96  ; 
proposals  concerning  paper,  202  ;  quantity  a  rela- 
tive matter,  163 ;  required,  163 ;  reform  in  Ger- 
many, 178  ;  released  by  Clearing-house  certifi- 
cates, 341 ;  report  of  Comptroller,  *9, 197  ;  results 
of  unwise  additions,  98  ;  revised  statutes,  29-30, 
36-40  ;  Rhode  Island,  bank,  261-265  ;  Roumania, 
65  ;  Russia,  63-64  ;  Salvador,  67  ;  Scandinavian 
Union,  61 ;  Scotch  bank,  325-336  ;  Scotland,  326, 
330 ;  scrip,  small  accepted,  343  ;  scramble  for, 
340  ;  Servia,  65  ;  silver,  201,  331  ;  South  American 
States,  67  ;  Spain,  61  ;  speculative  character,  175  ; 
supply  and  demand,  145,  187 ;  State's  settlement 
of,  54  ;  suspension  in  reduction,  28  ;  Switzerland, 

60  ;  to  guard  against  distrust,  196 ;  to  provide  a 
national,  33 ;  Turkey,  65 ;  Turk  and  Caicos 
Islands,  54  ;  United  States,  181,  340,  344,  370,  399, 
436  ;  Uruguay,  68  ;  value  of  gold,  454;  Venezuela, 
68  ;  Vermont,  273  ;  victims  of  depreciated,  75  ; 
volume  increase  with  wealth,  96  ;  volume  of,  201; 
wild-cat,  212  ;  method  of  business,  212  ;  not  pos- 
sible, 196  ;  the  world's,  49-72. 

Dartmouth— College  case,  262. 

Debtors— Creditors,  76,  1!6  ;  policy  of  encouraging, 

405;  to  meet  obligation,  377. 
Debt  of  the  U.  S.  463,  464. 
Debts— Banks,  115;  State  banks,  251;  only  when 

credit  is,  77. 
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Delaware— As  a  banker,  228. 

Demand— Coin  on  unlimited,  132  ;  gold,  145  ;   in- 
fluence on  gold,  143  ;  6upply,  74. 
Democratic— Free   Coinage,    381 ;     money,     882 ; 

money  motto,  382. 
Demonetization— Controversy  over,  183;  silver,  133, 

182  ;  U.  8.  and  Germany,  136. 
Denmark— Banks,  62  ;  circulation,  62. 
Denominations  —See  Coins,  Notes. 
Deposits  -Average  loss,  305  ;  certificates  negotiable, 

343  ;  New  York,  275,  278,  300,  301 ;  Vermont,  275  ; 

regarded  as  currency,  447. 
Depositors— Canada,  banks,  312 ;  in  banks,  76  ;  New 

York,  protection,  293.  294. 
Depreciation- Bank  of  England,  158;  China,  395  ; 

labor,  burden  of,  405 ;   liability  of,  94 ;   monev, 

389  ;  silver  and  wage  earner.  399 ;   U.    S-,  1865, 

390  ;  wages,  398  ;  reduced,  377. 
Dime -2,  6,9,  13. 

Directors— Louisiana  Bank,  209  ;  Maine,  liability, 
269  ;  Mass.  bank6,  210  ;  voting  power,  208  ;  Wis- 
consin banks,  212  ;  See  Banks. 

Discount— Banking  not  confined  to,  — ;  New  York, 
301.  302  ;  Scotland,  330;  Suffolk  Bank,  278  ;  Ver- 
mont, 277. 

Distress— England,  method  of  relieving,  164. 

Dividends— Austria-Hungary,  57  ;  banks,  Canada, 
313. 

Dollar,  11,  12,  18,  20,  21,  22  ;  advantages  of  a  cheap, 
110 ;  amount  coined  in  silver,  180 ;  bank-note 
and  money  unit,  93 ;  coinage  of  silver,  1890  ;  diffi- 
cult to  circulate  silver,  185  :  discussion  in  Con- 
gress, 128  ;  dollar's  worth,  86  ;  foreign  countries, 
181  ;  gold,  1849,  112,  181  ;  half  and  quarter,  9  ; 
ideal,  110  ;  Jackson  and  Jefferson  on,  125,  127  ; 
Mexican,  67  ;  and  Japan,  66  ;  of  account,  84  ;  of 
confederation,  124 ;  one,  gold  discontinued,  21  ; 
of  the  Fathers,  113  ;  our  first  coin,  124  ;  purchas- 
ing power,  138  ;  reduction  in,  iniures  creditor, 
117 ;  silver  authorized,  18,  82,  180';  too  valuable 
to  circulate,  182 ;  standard,  112 ;  three  discon- 
tinued, 21  ;  trade,  201,  108,  183,  129,  130 ;  trans- 
portation, 185;  United  States  coinage  suspended, 
186;  unit,  1793,  112;  value,  76;  weight,  180; 
what  is  a  dollar  ?  130. 

Drawing  and  Redrawing — Difficult  to  discover,  334  ; 
exchange,  332  ;  Scotland,  332. 

Drew,  Gov.— Message  in  Arkansas,  247. 

Due  Bills— Greenbacks.  90  ;  method  of  borrowing, 
90;  Clearing  house,  342. 

Dunbar- -Note  issues  by  banks,  220. 

Duties— Customs,  gold,  186,  455,  456  ;  stamps  re- 
ceived, 25. 

Du  Verney— On   "Law's  scheme,"*  336. 

Elasticity,  92,  195;  Canada,  320;  national  bauks, 
340  ;  safety  fund,  306. 

Endorsements,  332  ;  gold,  373  ;  Scotland,  332  ;  U. 
S.,373. 

England— Bimetallism,  114,  174  ;  bullion,  51,  144  ; 
circulation,  51,  162,  164,  165,  167  ;  clearing-house, 
145;  distress,  163,  164  ;  difficulty  of  communica- 
tion, 148  ;  exchequer  bills,  163 ;  exchanges,  142, 
148,  150,  156,  168  ;  gold,  51,  144,  145,  176,  177  ; 
indirect  schemes   of   palliation,    167  ;    inflation, 

162  ;  legal  tender,  153,  154,  176  ;  money.  107,  109, 
139,  177,  179  ;  notes,  156,  164,  165,  166  ;  octopus, 
138  ;  panic,  164  ;  prejudice  against,  139  ;  prices, 
51,  164;  silver,  51,  176,  177  ;  specie  payments,  145, 
158,  167,  168  ;  standard,  51,  103,  139  ;  wages,  409. 

England,  Bank  of— Advances  to  government,  162  ; 
condition,  458  ;  charter,  51  ;  check  not  sufficient, 
166  ;  circulation,  51,  159,  160,  169  ;  demands  for 
gold,  164  ;  debt  of  State,  51  ;  departments,  51  ; 
different  situations  of,  159,  441  ;  directors,  158, 
160,  161  ;  discounts,  159 ;  example  of  currency 
principle,  215  ;  experience,  329  ;  gold,  427  ; 
governor,  154  ;  international  law  and,  161 :  legal 
tender,  154,  158  ;  notes,  51,  154,  159,  164,  165,  254  ; 
silver,  51,157  ;  suspension  of  payment,  157,  161. 

Europe— Accumulating  war  reserves,  458  ;  adopt 
gold  standard,  179  ;  conditions  in,  426  ;  gold,  143, 
178,  460  ;  securities  return,  338, 429  ;  single  stand- 
ard, 176. 

Exchange— Amount  of  bills,  334  ;  bills  of,  90,  151, 

163  ;  bond  syndicate,  431  ;  Boston  office,  277  ; 
bullion  and  coins  United  States,  3,  14,  15,  24,  26, 
27  ;  cities,  142  ;  cause  of,  144,  148  ;  cost  of  real, 
152;  crop  movement,  132  ;  demand,  433  ;  depre- 
ciation in  Ireland,  156  ;  difficulty  of  distinguish- 


ing real,  334  ;  directors  England,  158  ;  division  of 
labor,  74;  drawn'  and  redrawn,  332;  earlier 
variations,  155  ;  effect  on  balance  of  trade,  150, 
152 ;  England,  142,  143,  150,  156,  168,  427  ;  fluc- 
tuations, 155  ;  foreign,  144, 147,  148,  149,  155,  157, 
158,  422-136  ;  Greffulhe  on,  153  ;  highest  points, 
433 ;  improvements,  142  ;  increase,  150 ;  labor, 
386  ;  limit,  150,  187;  London,  333,  433;  market 
price,  154;  Mexico.  398;  money,  76,  78;  New 
York,  433;  opinion' of  Committee,  142,  148,  149, 
151  ;  par,  149,  428  ;  Paris,  142  ;  rate,  94,  149 ;  real, 
149  ;  Rease.  Mr.,  on,  154  ;  regulation,  431  ;  rise, 
423  ;  Scotland,  332.  334  ;  svndicate,  420  ;  treas- 
ury, 339  ;  United  States,  433  ;  value  in,  99. 

ExDenses— Bank,  328.  336t 

Exports— China,  395  ;  of  gold,  120,  145,  151,  423,  426, 
427,  432,  459,  460  ;  India,  398  ;  Mexico,  398  ;  U.  S., 
422. 

Fairchild— Government  limitations,  375 ;  money, 
380,  381,  482. 

Farmer— And  money,  76  ;  mortgages,  117. 

Federal  Assembly— See  Switzerland. 

Fiat— Money,  107, 307,  870. 

Fillmore,  M.— Report  of,  302  ;  safety  fund,  219. 

Financial  Catechism,  A,  105-120. 

Finance— Canada,  319  ;  commerce,  74, 100, 122. 

Fineness— Silver  dollar,  100 ;  United  States,  bullion, 
coin,  3,  8,  14;  16. 

Flagg.  Comptroller— Safety  fund,  219. 

Florida— Banks,  243,  244,  245. 

Foreign  Exchanges  and  Gold  Move- 
ments in  1894t  and  1895,  421-436. 

Foreign  Countries— Wages,  379,  380. 

France— Assignats,  155, 358  ;  bank,  59, 365  ;  bimetal- 
lism, 113,  357-368,  416  ;  coinage,  359,  360,  364,  368, 
416  ;  coins,  359,  365,  366 ;  currency,  59 ;  decimal 
system,  359 ;  effect  of  silver,  179,  180  ;  finance, 
418  ;  gold,  59,  178,  179,  183,  360,  361,  366,  458.; 
Latin  Union,  367  ;  Law  s  plan,  336  ;  metal,  360- 
364  ;  metallic  reserve,  59  ;  monetary  unit,  59,  109, 
358,  359,  365,  366,  368  ;  notes,  59  ;  ratio,  127,  178, 
359-360,  361,  365,  416,  417;  silver,  59.  176.  358, 
360,  361,  364,  416,  417 ;  Soetbeer,  coinage,  416  ; 
standard,  359,  868;  Switzerland,  368;  wages,  409. 

Free  banking— Canada,  310  ;  compared  with  safety- 
fund,  299,  305;  Connecticut,  268  ;  Illinois,  212  ; 
Indiana,  212  ;  Massachusetts,  210,  212,  259  ;  Ohio, 
212  ;  New  York,  1838,  299,  300  ;  West,  212  ;  Wis- 
consin, 212. 

"  Free  Coinage"  Dissected,  369-382. 

Free  Coinage,  220,  371,  376,  378,  381,  418. 

Fund— Silver  profit,  20. 

Cage,  L.  J.,  130,  131. 

Gallatin,  287. 

Georgia— Bank,  223,  241,  242,  243. 

Germany,  55,  56 ;  coinage,  184 ;  currency,  178 ; 
money,  109;  silver  55,  136,  179,426,  427;  standard, 
103  ;  taxes  on  notes,  56  ;  thalers,  55  ;  wages,  409. 

Gibraltar,  54. 

Giffln— On  money,  131,178. 

Gold,  143,  145,  183,  187, 376,  378,  399.  414  ;  Australia, 
178  ;  Austria-Hungary.  214  ;  Bank  of  England, 
164,  427  ;  basis,  183  ;  Belgium,  59;  bullion,  141- 
168  ;  California,  178  ;  certificates,  50  ;  Chile,  67, 
428  ;  China,  39  >  ;  circulate,  201, 375  ;  coin,  12, 376, 
422  ;  See  Coin—  Coinage  ;  coinage,  177,  323  ;  com- 
merce, 376,  377  ;  countries,  390  ;  cost  of  trans- 
porting, 150;  currency  value  of ,  454  ;  customs, 
330,  455,  456  ;  demand,  143,  144,  145.  406,  429  ; 
doubt  as  to  scarcity,  144 ;  effect  of  legal  tender, 
153,  154 ;  indorsement,  373 ;  England,  144 ; 
Europe,  428  ;  export,  51,  120.  145,  186,  422,  426, 
427,  432 ;  foreign,  144,  181 ;  France,  59,  178, 179, 
426,  3(10,  361,  364  ;  Greffulhe  on,  143  ;  Germany, 
144, 147,  184,  427  ;  hoarding,  186,  338  ;  imports 
and  exports,  151,  186,  422,  425  ;  inflation,  436  ; 
influence  of,  143  ;  is  it  giving  out.  106  ;  laborers, 
379  ;  legal  tender,  375  ;  London,  102,  427 ;  loss  to 
U.  S.,  186  ;  market  price,  154  ;  mint  price,  144  ; 
money.  387  ;  monometallism,  183  ;  mortgages, 
338  ;  movement,  108,  178,  421-436  ;  notes,  154,  338; 
opinion  as  to  its  disappearance,  143  ;  par,  70 ; 
Persia,  65  ;  plenty  at  market  price,  144  ;  premium 
in  Greece,  61  ;  Spain,  61 :  prices,  143,  144,  145  ; 
production,  107,  187  ;  proportion  for  use  greater 
to-day,  376  ;  Portugal,  144 ;  reason,  376  ;  redemp- 
tions, 431  ;  reduction,  158  ;  reserve, 339 ;  Scotland, 
326  ;  select  com.,  151 ;  silver,  87  ;   standard,  102- 
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104,  219,  374,  411,  413,  414  ;  supply  of,  183  ;  secur- 
ities, 325  ;  token  money,  183  :  treasury,  193,  339, 
423,  426,  429,  430,  434  ;  U.  S.,  50.  130,  183,  213,  340, 
423,425,  427,428,  434;  value,  151.  188,376,  387; 
Whitmore,  143  ;  wages,  376,  378, 380. 

Goldsmid— On  gold  price,  144. 

Government-— Debtors,  90,  377;  Fairchild,  370-371, 
375 ;  money.  382 ;  needless  interference  with 
money,  418  ;  notes,  94  ;  obligations,  80  ;  power, 
375  ;  price,  375  ;  public  trust,  80  ;  rights,  198  ; 
saving  on  paper  money,  89  ;  stability.  80  ;  subject 
to  political  influence,  94 ;  taxation,  90. 

Graham,  Whidden,  488. 

Great  Britain,  colonies,  51-55  ;  money,  52. 

Greece,  58,  61. 

Greenbacks,  50,  80,  82,  90,  133,  136,  194,  97,  136, 
100,  370,  382;  craze,  423 ;  popular,  191. 

Greffulhe— On  exchange,  143,  148,  153. 

Gresham— Law,  84,  85. 

Guaranty— Necessity  of  reform,  195;  is  it  suffi- 
cient, 196 ;  shareholders,  197. 

Guatemala,  67. 

Hamburg— Currency  methods,  142;   fixed  stand- 
ard, 146  ;  Hamilton  on  ratio,  111,  112,  180. 
Hardy,  Rufus,  495. 
Hayes— Vetoes  Bland  Act,  184. 
Herschell— Report  on  India,  S98. 
Holland— Exchange,  150;  silver,  184. 
Hong  Kong— Banking,  55,  288 ;  currency,  55,  67. 
Hooper— Act,  1873,  124,  129. 

Imports— China,  395  ;  of  gold,  145,  151,  432,  459. 

Illinois— Bank,  212,  232-235,  236;  depreciation, 
234  ;  loans,  235  ;  loans,  236  ;  legal  tender,  234  ; 
specie  reserve,  2i2. 

India— Banks,  54  ;  circulation,  113 ;  cloth,  394  ; 
coinage,  53,  54  ;  currency,  177  ;  equalizing  tend- 
ency, 398  ;  exports,  298 ;  gold,  53  ;  Herschell 
report,  395 ;  manufactures,  399 ;  mints,  186 ; 
money,  53,  177  ;  prices,  395,  396-397 ;  silver,  184, 
396,  398,  399  ;  standard,  53  ;  wages,  396,  397 

Indiana— Banks,  208,  212,  231,  288;  liability  of 
stockholders,  213  ;  noteholders,  215 ;  profits,  232, 
specie  payments,  212,  232. 

Industry— 74,  103,  326. 

Inflation— Consequences,  828  ;  danger,  334  ;  Proph- 
et Amos,  379  ;  result,  329;  Scotland,  "329,  334. 

Interest— Advances  to  safety  fund,  293  ;  banking. 
305  ;  capital,  88,  116;  fiat  money,  377  ;  increase  of 
bank  issues,  91  ;  law,  161  ;  money,  77  ;  rate,  91, 
318,  377  ;  safety  fund,  298  ;  Scotland,  327  ;  stand- 
ard, 116. 

International  Bimetallism— See  Bimetallism. 

Italy— 60,  banks,  60  ;  silver,  176 ;  suspension  of 
payments,  367. 

Ireland— 52  ;  contraction,  157  ;  depreciation,  157  ; 
specie  payments,  168. 

Jackson— Denunciation  of  note  issues,  237 ;  on 
the  dollar,  127. 

Jamieson— Wages,  380,  385,  399,  477. 

Japan—Banks,  60;  cloth.  394 ;  government,  393; 
industrial  position,  395  ;  prices,  395;  ;  report  of 
Consul-General  Mclvor,  393  ;  trade,  394  ;  wages, 


Jefferson— Act,   1792,   180  ;  dollar,  125,  127  ;  ratio, 

112,  497. 
Kelley— Act,  1873,  114, 129,  183. 
Knox,  J.— Act,  1873, 183,  218. 
Kentucky— Action  of  U.  S.  bank,  226  ;  banking,  225- 


Labor— Depreciation,  405 ;  division,  74,  101  :  ex- 
change, 386  ;  gold,  390  ;  not  standard,  101  ;  India, 
399  ;  Mexico,  398  ;  standard,  406,  407,  413  ;  value 
of,  87. 

Laborer— As  creditors,  886  ;  changes,  888  ;  gold 
countries,  379,  390  ;  purchase  power,  386  ;  what 
he  works  for,  386. 

Land  Bank,  254. 

Latin  Union.  58,  114;  bimetallism,  859,  366 ;  bal- 
ances, 58  ;  closes  mints,  179  ;  coinage.  58,  59,  867, 
868  ;  currency,  58-61  ;  franc,  367 ;  France,  366  ; 
gold,  58,  59. 

Laughlin,  J.  Laurence,  and  "Coin,"  134;  on  free 
silver,  482. 

Law,  John— Banking  idea,  336. 

Law— Coinage,  2-22;  currency,  22-31,  31-45,  87; 
effect  of  law,  1798, 176 ;  natural  standard,  103. 


Laws,  IT.  S.— See  special  index  to  Coinage  and 
Currency  Laws,  pp.  47,  48. 

Legal  Tender— Bullion  value,  abandonment,  418 ; 
acts,  107  ;  Austria- Hungary,  57  ;  Bank  England, 
51,  15i ;  Belgium.  59  ;  cuuse  of  financial  heresies, 
220  ;  Central  America,  67  ;  Chile,  67  ;  coins,  111  ; 
Coin  on,  125:  contracts,  402;  currency,  50,  77; 
danger,  193  ;  demand  notes,  24  ;  defined,  86  ;  dol- 
lar, 183  ;  England,  153,  154,  176  ;  fiat  money,  107  ; 
foreign  coins,  10,  126,  181 ;  France,  59  ;  gold,  53, 
181,  375  ;  government,  136  ;  greenbacks,  370  ;  Illi- 
nois, 234  ;  Japan,  66  ;  Latin  Union,  58,  59  ;  laws, 
86,192,376;  money,  77,  86,  89,  182;  notes,  191, 
193, 196, 435  ;  Netherlands,  63  ;  Penn.,223  ;  Portu- 
gal, 64  ;  quality  of  coins,  45,  46  ;  retirement,  191. 
193,  196,  199,  435  ;  rupee,  53 ;  Russia,  64 ;  Scandi- 
navian Union,  62  ;  Persia,  65  ;  silver,  19,  51,  177, 
191  ;  Spain,  61  ;  standard,  191,  402;  State  settle- 
ments, 54 ;  token  coins,  179 ;  three  cents,  11  ; 
treasury  notes,  26  ;  Vermont,  224,  274. 

Legislation— Money  circulation,  88,  96  ;  banking, 
288 ;  silver,  119,  338 ;  William  III.,  175. 

Liverpool,  Lord— On  standards,  177. 

Loans  and  money  issues,  92  ;  contraction,  1893,339  ; 
U.  S.,  338. 

Locke,  John— Conclusion  concerning  money,  175 ; 
dictum,  177. 

London— Example  of  merchants,  327. 

Louisiana— Bank  acts,  209,  210  ;  capital,  241 ;  con- 
stitution, 241 ;  noteholders,  215  ;  State  interest, 
240. 

Maine— Bank,  268-271 ;  commissioners,  279,  283  ; 
currency,  263;  directors,  269. 

Manhattan  Company— 269.  • 

Manitoba— Bank,  315. 

Manufacturer— Burden  of  appreciation,  378  ;  silver, 
111. 

Mauritius— Currency,  54. 

Massachusetts— Bank,  210,  211,  222,  255-260;  free 
banking,  212;  Suffolk  Bank,  277-281,  284. 

Mclvor,  Consul- General— Report  on  Japan,  393. 

Metals— exportation,  175  ;  France,  360,  365  ;  iden- 
tity, 86  ;  India,  395  ;  money,  387,  404  ;  new  dis- 
coveries, 174  ;  production,  183  ;  Scotland,  326  ; 
United  States,  184  ;  store  of  1620, 174. 

Mexico— 398  ;  circulation,  67  ;  standard,  66  ;  wages, 
398. 

Mill,  J .  S.— Volume  of  money,  115. 

Mills,  Roger  Q.— 499. 

Mint— Act,  1792,  2  ;  Act,  1795,  5 ;  Act,  1837,  6;  Bos- 
ton, 1?5 ;  bullion,  147  ;  Latin  Union,  368  ;  object, 
146  ;  of  the  worlds,  131  ;  price  of  gold,  144. 

Missouri— Banking,  249-250. 

Mississippi— Banking,  232,  233  ;  scheme,  336  ;  State 
transfers  interest,  233. 

Monetary— Century  of  failures,  190  ;  conference, 
367  ;  standard,  a  stable  401-418. 

Money— Affected  by  public  sentiment,  80 ;  de- 
preciation, 389  ;  Austria-Hungary,  56,  58  ; 
banks,  115  ;  barbarous  nations,  79  ;  Belgium, 
366;  Bland  Act,  132;  burden  of  idle,  88; 
changes,  368;  cheap,  115,  338,  373;  China, 
395  ;  circulation,  96,  108,  326  ;  clipped,  175  ;  com- 
mends services,  77  ;  communities,  92,  95  ;  com- 
putation, 76  ;  confidence,  80  :  Congress,  2,  75,  107; 
Connecticut,  265;  credit,  74  ;  definition,  77,  95, 
97,  98  ;  demonetization,  133  ;  democratic,  882;  de- 
preciation, 75,  85,  89,  389  ;  difference  in,  83,  86, 
122  ;  difficulty  in  American  colonies,  175  ;  duty  of 
government,  78,  79,  85  ;  effect,  190,  390  ;  England, 
107. 109, 176  ;  essential  qualities,  82-83  ;  exchange, 

76,  78  ;  experiments,  190  ;  fall  in  prices,  117;  fiat, 
108,  870,  377 ;  fluctuations,  387  ;  France,  109,  358, 
359,  865,  366,  368  ;  function,  74,  76  ;  Germany,  56, 
109  ;  gold,  105,  127,  387 ;  government,  79,  80,  97, 
382,  418  ;  good,  83,  387,  3*8  ;  history,  87  ;  human 
happiness,  78, 109  ;  increase,  78,  96;  inconvertible, 
89  ;  industrial  need,  77,  78  ;  internationl  trade, 
95 ;  Ireland,  157 ;  issue,  222 ;  Japan,  893 ;  Latin 
Union,  58  ;  legal,  76,  77,  79,  80,  86,  96,  107.  336, 
382  ;  limitations  imposed  by  CongresB,  80  :  meas- 
ure, 76  ;  Locke,  175 ;  Maine,  269  ;  material,  86, 
87  ;  metals,  63.  887,  404  ;  Mexico,  398  ;  Mill,  115  ; 
more,  380  ;  national  basis,  78  u  no  State  to  coin, 
80 ;  paper,  86,  87,  88,  89,  91,  107.  186,  155,  158,  163, 
165,  328,  329  ;  per  capita,  95, 98  ;  policy,  88  ;  power, 

77,  79,  81  ;  price,  79  ;  quantitative  theory,  115,  380  ; 
quality,  385,  386.  387,  389,  390,  391 -899;. ratio,  116; 
repudiation,  74,  81 ;  Russia,  64,  107  ;  scarcity,  97; 
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Scotland,  330,  333  ;  silver,  81.  87,  377  ;  sound,  266, 
382;  stability,  83;  standard,  403;  stringency,  97,  258; 
stock  of  the  world,  50-72  ;  subsidiary,  181  ;  taxa- 
tion, 77  ;  the  people's,  73-104  ;  token,  182,  183; 
trade,  175  ;  United  States,  80,  83, 109, 120.J80, 192, 
390  ;  ultimate  redemption,  109  ;  unit,  83  ;  uses  of, 
403  ;  value,  83,  87,  100,  388  ;  volume,  98,  109  ; 
wage  earner,  388  ;  wages,  398 ;  Vermont,  276  ; 
what  needed  for,  94. 

Mortgages— Banking,  211 ;  bonds,  117  ;  census,  116 
estimate,  117;  farmers,  117;  gold,  338;  Mass., 
222  ;  New  York,  301-304 ;  Wisconsin,  212. 

Morton,  J.  Sterling,  499. 

Mutual— Kedemption  bank,  281-283. 

National  and  State  Banks,  205-220. 

National  Banks— Bonds,  92,  340  ;  circulation,  34,  37, 
38,  41,  93,  194,  195,  216,  217,  340,  341,  343  ;  cur- 
rency and  loans.  92  ;  deposits,  340  ;  defective,  192; 
existence,  corporate,  43  ;  expenses,  93 ;  failure, 
339,  ;  fiscal  aid  to  Government,  206  ;  gold,  43  ; 
government,  216,  344  ;  notes,  42,  50,  82,  91,  94,  198, 
206,  216,  219 ;  organization  of,  40  ;  prejudice 
against,  226 ;  profits,  91  ;  redemption  agencies, 
200  ;  reports,  35  ;  reserve,  343  ;  risks,  92  ;  safety 
fund,  216  ;  States  suspended.  190,  194,205-220,283; 
statistics,  438, 439  ;  Suffolk  system,  281  ;  system  at 
present.  206,  216,  218,  341. 

Netherlands— Banks,  63  ;  monometallic,  177. 

New  Brunswick— Bank  charters,  311. 

New  England  Bank  Currency,  253-284. 

New  Hampshire— Banking,  272,  273 ;  depreciation, 

New  Jersey— Banking,  223. 

Newfoundland— Currency,  54. 

New  South  Wales— Banking,  53. 

Newton,  Sir  Isaac,  on  money,  175. 

New  York  Bank  Currency,  285-308. 

New  York,  banking,  285-308  ;  bonds,  301. 304  ;  circu- 
lation, 287,  301,  102,  304  ;  city  redemption  agency, 
300  ;  Clinton's  message,  288  ;  comptroller,  294  ; 
crises,  296  ;  contest,  political,  299  ;  currency,  286, 
306,  308  ;  deposit,  300 ;  disastrous  failures,  292  ; 
notes,  288,  290,  293,  300,  306  ;  panic,  307 ;  safety 
fund,  218,  288,  290,  293,  295,  298,  305  ;  specie  pay- 
ments 287,  289. 

New  London  Company,  255. 

New  Zealand— Banking,  53. 

Nicaragua— Currency,  67. 

North  America—Bank,  255,  286. 

North  Carolina— Banking,  228,  229, 230. 

Norway— Money,  62. 

Noteholder,  215,  217. 

Notes— Austria-Hungary,  57  ;  banks,  42,  89.  90,  91, 
92,  94,  163,  199,  201,202,220,254,  298,326;  Belgium, 
59;  Canada,  52,  309,  324;  circulating,  54,  199,  200, 
213;  Conn.,  266,  267;  danger  in  excessive  issues, 
195;  demand,  24  ;  depreciation,  227  ;  destruction 
of,  42;  England,  51,  154,  159-166  ;  expense  of  re- 
deeming, 328  ;  France,  59  ;  Germany,  55,  56  ; 
government,  94;  guarantv,  195;  Greece,  61  ;  Illi- 
nois, 212;  234-236;  importance  of  limit,  195;  India, 
54;  Indiana,  231;  inflation,  199;  isues  on  bonds,  33, 
215;  issues  in  New  Hampshire,  254  ;  Italy,  60  ; 
gold,  154,  201;  Japan,  66;  legal  tender,  199.  435; 
Louisiana,  210  ;  Maine,  270  ;  Mass.,  210,  356  ; 
National  bank,  33.  34,  35,  37,  38,  40,  42,  43.  50,  82, 
94,  lv8,  216,  217,  308;  New  York,  289-308;  Portu- 
gal, 61;  post,  25,  216;  printing  of,  42  ;  protection, 
196,  197;  redemption,  28, 196,  199,  201,  270  ;  retire- 
ment of  compound,  28  ;  Rhode  Island,  261-264; 
Russia,  64  ;  Scotland,  52,  327;  Secretary  of  Treas- 
ury to  regulate,  201;  secured  by  bonds,  300;  small, 
162  ;  Spain,  206  ;  State,  199.  206  ;  Sweden,  62; 
Switzerland,  60  ;  take  gold  from  treasury,  193; 
tax,  35,  206,  252,  284;  Tennessee,  237;  Treasury, 
22,  23,  25,  26,  50,  89,  190,  202,  429,  432,  435;  Turkey, 
C5;  United  States,  23,  24,  27,  29,  30,  50,  65,  194. 
202,  390-371;  Vermont,  223,  273,  276-277;  Wiscon- 
sin, 212. 

O'Ferrall,  Charles  T.— On  prices  and  wages,  498. 
Ohio— Banking,  209,  212,  215. 
Ownership  of  gold  and  silver  in  U.  S.,  458. 
Our  Paper  Currency,  189-203. 

Panics— 1837,  245,  264,  267,  307  ;  1857,  271  ;  1893, 
116.  119,  134,  337-356  ;  Canada,  320,  322  ;  coins, 
philosophy,  134 ;  in  silver,  186. 


Paper— Irish,  157 ;  money,  61,  343  ;  money  in  cir- 
culation, 443-8  ;see  also  Currency,  Money,  Notes, 
etc. 

Paris— Exchange,  142  ;  conference,  367. 

Parliament -Forbids  issue  of  colonial  bills,  254  ; 
"  Bullion  Report "  by,  141-168. 

Patterson,  J.— Intrinsic  value  of  money,  495 ; 
standards,  494. 

Pearse,  Mr.— On  Exchange,  154. 

Pennsylvania— Currency,  223. 

Penury — Original,  122. 

People's  Money,  The,  73-104. 

Per  capita— Circulation,  95,  96,  98,  109. 

Persia— Banking,  65. 

Peters,  E.  T.— On  bimetallism,  415. 

Planters  Bank.  233  233. 

Politics— Science,  402. 

Population  of  U.  S.,  444. 

Portugal— Currency,  64  ;  gold,  144. 

Potter,  Mr. — Remarks  in  Congress,  128. 

Price— Adjustments,  74,  79,  388  ;  causes  for  varia- 
tion, 118,  378,  388,  389;  coin,  138;  commerce, 
74  ;  conservatism  of,  412  ;  course,  1860-91,  391  ; 
decline,  117,  461 ;  England,  164,  409,  461  ;  ex- 
change, 79,  388;  fall.  117,  388  ;  France,  409  ;  free 
coinage,  378  ;  Germany,  409  ;  gold,  143,  144,  415  ; 
government,  375, 376  ;  how  to  increase,  147  ;  India, 
396,  397  ;  inflation,  378  ;  influence  of  demand,  143  ; 
Japan,  395';  juggling,  137  ;  labor,  87  ;  low,  a  good 
thing,  379  ;  Mexico,  398 ;  money,  83  ;  oscillations, 
412 ;  purchasing  power,  394-397  ;  ratios,  72,  408, 
409,  410  ;  rise,  84  ;  silver,  132,  182,  184,  185,  377, 
411;  standard,  403;  tariff,  412;  stability,  83;  U. 
S.,  409;  wages,  378,  398,  461,  462 ;  wheat,  137; 
volume,  of  money,  lOd. 

Prince  Edward's  Island— Bank,  314. 

Production— Increase  in,  118  ;  statistics  of,  457,  458, 
466. 

Public  Debt  of  U.  S.,  463,  464. 

Purchasing  Power,  83,  379,  386,  388,  393. 

Purchases  of  Silver  by  U.  S.,  465. 

Puts— Defined,  414. 

Queensland— Banking,  53. 
Q,uality  of  Money  and  Wages,  385,  400. 
Quality— Confidence,  380  ;    currency,  163;  money, 
82,  380-381,  386,  387,  389,  390  ;  wages,  385-399. 

Railroads— U.  S.,  338. 

Rate— Exchange,  94, 149 ;  interest,  91,  377  ;  money, 
116 

Ratio,  1834, 183 ;  Austria-Hungary,  57  ;  bimetallism, 
373  ;  Charles  I.,  175  ;  commercial,  178,  46£,  466  ; 
commerce,  374  ;  England,  174,  176 ;  France,  VZ7, 
178,  358-360,  365,  416,  417  ;  guaranty,  194  ;  Hamil- 
ton, 111 ;  Jefferson,  112  ;  Latin  Union,  58;  legal, 
180  ;  market,  112,  183 ;  prices,  72  ;  real,  James  II. 
175  ;  reference,  40, 131  ;  ten  years,  1798-1808,  176  ; 
U.  S.,  180. 

Real  Estate  Bank,  247,  248,  250. 

Redemption,  28,  29,  38,  41,  44,  158,  195,  282,  323 ; 
agencies,  203  ;  Canada,  312-315,  316,  322  ;  central 
agency,  40,  41,  50, 199,  200  ;  cost,  200.  281  ;  green- 
backs, 194-199,  201  ;  New  York,  300,  301,  304  ; 
notes,  199-202;  paper  money,  >-9  ;  Penn.,  2^3; 
Rhode  Island,  280  ;  Suffolk  Bank,  200,  280,  281 ; 
Switzerland,  60  ;  treasury  notes,  28,  202;  token 
coins,  12,  28 ;  U.  S.,  43,  202 ;  Vermont,  276  ; 
Senor  Romero.  398. 

Replevin  Act— Kentucky,  227. 

Reports— Canada,  311  ;  Conn.,  266  ;  Mass.,  256  ; 
New  York,  300,  301,  302 ;  select  committee,  151. 

Repudiation— Money,  81  ;  wave  of,  300. 

Reserve— Austria-Hungary,  57  ;  Bank  Eng.,  51  ; 
Bank  of  France,  365  ;  Cansda,  52,  312,  313  ;  cities, 
44  ;  currency  at  par  by  a,  201 ;  Dominion  notes, 
52  ;  expense,  328  ;  France,  59  ;  gold,  52,  839  ; 
Greece,  61  ;  India,  54  ;  Italy,  60  ;  National  banks, 
343  ;  Norway,  62  ;  Persia,  65  ;  Roumania,  65  ; 
Scotland,  336  ;  Servia,  65  ;  Spain,  61 ;  specie, 
212,  300  ;  See  Specie  ;  Switzerland,  60  ;  treasury, 
193  ;  See  Treasury. 

Resolution,  Joint,  July  22,  1876,  17. 

Resumption— Specie  payments,  30,  80,  85, 

Revised  Statutes— Bank  currency,  36-40  ;  coinage. 
21 ;  currency,  29-20. 

Rhode  Island— Banking,  222,  223,  255,  261,  262, 
263,  264,  280. 

Roman  Empire— "  Coin  "  on  Money,  122. 
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Roumania— Banks,  65. 

Eoyal  bank,  326. 

Rupee,  53. 

Russia— Banks,  64  ;  coinage,  63  ;  money,  64. 

Sackett's  Harbor—Bank,  292. 

Safety  Fund— Bank,  219,  288  ;  bonds,  306  ;  expense, 
Buffalo  bank,  298;  Canada,  313,  316;  Millard 
Fillmore,  219  ;  Knox,  John  J.,  218  ;  New  York, 
219,  286,  289,  293,  295,  297-301,  303-306;  national 
banke,  216 ;  Ohio,  209 ;  no  extension  of  charters, 
290 ;  principle,  218 ;  status,  1862  ;  total  banke,  290, 
291  ;  Van  Buren  on,  288 ;  Vermont,  275. 

Salvador— Currency,  67. 

Scandinavian  Union— Currency,  61;  coinage,  62. 

Scotch  Bank  Currency,  325,  336. 

Scotland— Acceptance  of  payment,  327 ;  bank  of, 
326,  328-335 ;  circulation,  52,  326,  328 ;  com- 
merce, 327;  credit,  327 ;  currency,  325-336  ; 
drawing  and  redrawing,  327  ;  exchange,  156, 
334;  inflation,  334;  interest,  327  <  liability  of 
endorsers,  332  ;  limits,  331 ;  metals,  326  ;  money, 
328-,  333  ;  notes,  327,  330  ;  overtrading:,  332  ;  re- 
trenchment, 334  ;  saving  of  capital,  327  ;  silver, 
326  ;  specie  payments,  168. 

Securities— Europe,  338  ;  gold  and  dominion,  324  ; 
South  American,  338  ;  uncertainty,  300. 

Select  Committee— Bank  issues,  154  ;  conclusions, 
166  ;  convertibility,  158  ;  effect  of  report,  157  ;  high 
exchange,  142 ;  inferences,  153  ;  object,  142  ; 
opinion  concerning  gold,  143, 151  ;  regret  of,  159  ; 
report  on  high  price  of  gold,  141-168. 

Senate— Act  1873,  184 ;  free-coinage  bill,  185  ; 
finance  committee,  117,  395  ;  New  York  Com- 
mittee, 802. 

Servia— Currency,  65. 

Seyd,  E.,  Bill  1873,  114. 

Shareholders— Banks,  250  ;  Canada,  313,  guarantv, 
197 ;  liability,  501  ;  Mass.,  256 ;  New  York,  301  ; 
Rhode  Inland,  261. 

Sherman  Act,  185  338,  244  ;  Bland  Act,  185  ;  notes, 
338  ;  purchases  under,  185  ;  repeal,  186. 

Silver— A  factor,  201 ;  Act  1834,  182 ;  advocates  in 
Congress,  184  ;  as  a  human  being,  128  ;  Belgium, 
59,184;  bimetallism,  120;  Canada,  52  ;  century's 
struggle,  186  ;  certificates,  20, 31, 82  ;  Chevalier  on, 
178  ;  China,  66,  395 ;  commerce,  374  ;  See  Coins 
and  Coinage  ;  coinage,  12,  51,  61,  113;  coercive 
law,  376  ;  countries,  390  ;  currencies,  339  ; 
demonetized,  128,  179, 180,  182  ;  depreciation,  399  ; 
displacement,  185,  187,  distrust,  193  ;  exportation, 
181  ;  endorsement,  3.3;  England,  177;  fall,  179  ; 
farmer,  J.  S.  Morton ;  France,  59,  176,  179,  358, 
360,  361,  364,  365,  416  ;  free  coinage,  376,  377,  378, 
381,  423  ;  Germany,  55,  131  ;  gold,  87, 191 ;  Griffen, 
131  ;  increase,  108,  132,  174  ;  India,  396,  398,  899 ; 
laborers,  379  ;  legal  tender,  191  ;  legislation,  119, 
120,  338  ;  manufacturers,  111  ;  monometallism. 
180  ;  money,  190,  377  ;  notes,  219  ;  overrated,  176  ; 
panic  in,  186 ;  people  do  not  hoard,  374 ;  per 
ounce,  132  ;  prices,  110.  142,  144,  182,  184,  185,  411, 
415,  465,  467  ;  profit  fund,  20  ;  production,  412, 
457,  458;  purchases,  44,  185,  371,  379.  465; 
question  in  a  nutshell,  379  ;  recoinage,  England, 
175  ;  redemption,  133  ;  renounced,  187  ;  repeal  of 
purchase  act,  133  ;  results,  rise  in  price,  145 ; 
Scotland;  326 ;  standard,  82,  102,  103,  132,  146, 
411  ;  supply,  183  ;  Teller,  H.  M.,  184;  those  who 
sell,  372 ;  total  amount,  81  ;  treatment  of,  128 ; 
underrated,  181  ;  U.  S.,  50 ;  advocates,  390 ; 
fractional,  181  ;  silver  countries,  389 ;  to  re- 
habilitate, 179  ;  values,  186,  377,  412  ;  wages,  187, 
877-378,  379,  380,  398.  413  ;  why  declined,  118. 

Smith,  Adam— Assumption,  176;  foundation  of 
work,  101. 

Smith,  Hoke— Bimetallism,  484. 

Soetbeer,  Adolph— French  coinage,  416;  tables,  175, 
461. 

Sound  Currency  Illustrated,  469-500. 

South  American  States— Currency,  67;  securities, 
838. 

South  Carolina— Banking,  230;  depreciation,  228. 

Spain— Bank,  61;  money,  61. 

Specie— Bank,  Niagara,  288;  Conn.,  267:  111.,  212; 
Maine,  271;  MasB.,  210;  New  York,  800;  small 
notes  take  place,  162. 

Specie  Payment— Bank  of  England,  148,  158, 161, 
168;  Illinois,  236;  Indiana,  232;  Maine.  269;  Mas- 
sachusetts, 257,258;  Missouri,  250;  North  Carolina, 
229;  New  York,  287;  real  estate  banks,  248;  Rhode 


Island,  263;  resumption  in  Arkansas,  246;  resump- 
tion, 30;  Scotland,  168;  suspension,  128,  181,  226, 
258,  281;  speculation,  338;  Vermont,  274.. 

Stable  Monetary  Standard,  A,  401-418. 

Standard— Alternative,  82,  415;  appreciating,  403, 
404;  Austria-Hungary,  56;  authorities,  408;  Brit- 
ish India,53;  Carlisie  on,  472;  Chile,  67;  "Coin11 
on,  130;  commodity  and  labor,  406,  407;  criticism 
407;  definition,  176;  depreciating,  404;  divergen- 
cies, 412;  dollar,  112;  double,  51,  414,  418;  during 
Civil  War,  405;  effect  of,  110;  England,  51, 103, 139, 
167,  176,  177.  179;  Europe,  179;  France,  359,  368: 
fixed  at  Hamburg,  146;  Germany,  103;  Giffen  on, 
178;  gold,  51,  58,  102,  104,  174,  176,  181,  374,  413, 
414;  Hamburg,  146, 147;  intention  of,  414;  invest- 
ments, 405;  Japan,  66;  labor,  407, 413;  Latin  Union, 
58;  legal  tender,  191,  402;  machinery,  412;  metals, 
411;  money,  414,  446,  449;  monetary,  401-418; 
Mexico,  66;  need  of  value,  100;  necessity  of  inter- 
national, 101;  Netherlands,  63;  rate  of  interest, 
116;  Roumania,  65;  same  for  all  classes,  127; 
Scandinavian  Union,  61 ;  scientific,  101;  silver,  103, 
146,  174,  429;  single  in  Europe,  176:  stability,  403, 
408;  tendency  toward,  178;  theoretical,  180;  transi- 
tion, 103;  United  States,  103,  114,  191,  393;  value, 
100,  101,  102,  405;  variation,  177;  what  is  the  best, 
418;  why  London  insists  on  gold,  102. 

State— See  Banks,  State. 

States  as  Bankers,  221-252. 

Statistics— Banks,  52,  68, 162,  438-441  ;  bank  credits, 
96  ;  Canadian  banks,  314,  320,  321,  324  ;  State 
banks  :  Connecticut,  268;  Indiana,  232;  Louisiana, 
241  ;  Kentucky,  228  ;  Maine,  271  ;  Massachusetts, 
260  ;  New  Hampshire,  273  ;  New  York.  303,  307  ; 
North  Carolina,  229  ;  Rhode  Island,  264;  South 
Carolina,  230  ,  Vermont,  274  ;  Bank  of  France  re- 
serves, 265,  441 ;  bonds  of  the  United  States, 
prices  of,  442  ;  currency  circulation  of  the  United 
States,  443-445,  447  ;  clearing  houses,  448  ;  coin- 
age in  France,  364  ;  coinage  in  the  United  States, 
449-452 ;  coinage  of  world,  452  ;  coins,  weights, 
71  ;  credit  instruments,  453  ;  customs  receipts, 
455 ;  foreign  exchange,  424,  433  ;  gold,  currency, 
value  of,  1862-78,  454  :  gold  exports  and  imports, 
France,  361-64 ;  Ditto,  United  Slates,  422,  425, 
459,  460  ;  gold  par  equivalents,  70  ;  net  gold  in 
Treasury  1879-95,  455,  456  ;  gold  production,  457, 
458  ;  greenbacks,  depreciation,  454 ;  ownership  of 
gold  and  silver  in  the  United  States,  456  ;  pricey, 
392-6,  408,  461,  462 ;  public  debt,  463,  464  ;  silver 
exports  and  imports,  459  ;  silver  prices  and  ratio 
to  gold,  72,  465-467  ;  silver  production,  457,  458, 
466  ;  silver  purchases,  465  ;  treasury  note  redemp- 
tions, 431  ;  wages  and  prices,  393,  394,  3i6,  40b  ; 
world's  stocks  of  money.  69,  446,  447. 

Statutes,  Revised— See  Revised  Statutes. 

Stockholm— Bank  of,  91. 

Straits  Settlement— Currency,  54. 

Stoughton,  Mr.— Act  of  1878, 114, 129. 

Subsidiary— See  Money. 

Suffolk  Bank— Agreement  with,  278  ;  amounts  re- 
deemed, 281  :  comment  of  Maine  Commissioners, 
283;  comparison,  281  ;  competition,  278;  daily 
test,  211  ;  deposits,  278 ;  effects,  278,  281  ;  ex- 
penses of  redemption,  281 ;  hostility,  211,  279  ; 
increase  in  business,  280 ;  opposition,  278,  279  ; 
Maine  Commissioners,  279,  284  ;  method  of  re- 
demption, 280  ;  plan,  278  ;  reasons  for,  277  ;  re- 
demption, 200,  211,  280  ;  reports,  277,  278  ;  satis- 
faction with,  281,  282  ;  salaries,  281 ;  system,  277- 
281 ;  Whitney,  D.  R.,  on,  276  ;  Vermont  recog- 
nizes, 275. 

Sumner,  W.  G.— Paper  money,  137. 

Surplus— Stimulus  to  State  banking,  251  ;  U.  S., 
227,  243  ;  treasury  becomes  a  deficit,  339. 

Suspension— Bank  of  England,  157 ;  social  con- 
ditions under,  136. 

Sweden— Currency,  62  ;  issues,  91. 

Switzerland— Currency,  60  ;  franc,  368  ;  silver,  176. 

Syndicate— Bond,  430-432. 

Tariff— Prices,  412  ;  treasury  influence,  339. 

Tax— Canada,  310,  313  ;  constitution.  198  ;  law,  77  ; 
municipal  notes,  35;  necest-itv  of  paying  in 
prescribed  medium,  79  ;  State  banks,  207, 306, 308. 

Taxation  -Due  bills,  90  ;  fixed  values,  86  ;  Govern- 
ment, 89,  90  ;  money,  77  ;  National  Banks,  439. 

Teller,  H.  M.— Silver,  184. 

Tennessee— Banking,  236,  287,  238  ;  Jackson  de- 
nunciation, 237  ;  land,  226;  notes,  236-237. 
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Thalers-^-Germany,  55. 

Thompson,  Sir  Henry  M.— Wages  in  foreign  coun- 
tries, 380. 

Token— See  Money. 

Trade— Balance,  94, 120,  151, 152 ;  barriers  broken, 
186 ;  depends  on  measuring  values,  79 ;  dollar, 
129, 130  ;  influence  of  state,  98  ;  international,  95, 

405  ;    Japan,  394  ;    silver,    120 ;    statistics,  151  ; 
standard,  404. 

Transportation— Dollars.  185  ;  expense,  150  ;  rate, 
151  ;  silver,  20  ;  securittes,  19. 

Treasury— Bonds,  429  ;  cannot  issue  temporary 
notes,  436  ;  cash  and  gold  since  1891,  436  ;  Con- 
gress refuses  to  assist,  430  ;  deposits,  24  ;  expedi- 
ents, 339  ;  exchange,  389 ;  gold,  339,  423,  426,  429, 
430,  431,  433  ;  notes,  22,  23,  26,  50,  89,  193,  202,  429, 
434,  435,  443-445  ;  reserve,  430,  434,  435,  436  ;  Sec- 
retary regulates  notes,  201 ;  should  have  more 
power,  436  ;  surplus,  339 ;  syndicate,  see  Bond 
tariff,  339  ;  the  need  of,  436. 

Turkey— Banks,  65  ;  currency,  65. 

Turk  and  Caicas  Islands— Currency,  54. 

U.  S.- Coinage  and  Currency  Laws,  1-48. 

U.  S.  Currency  Statistics,  437-468. 

Unit— Absolute,  a  chimera,  407;  "Coin"  on,  124;  de- 
nominational, 84  ;  England,  177 ;  Hamilton,  112  ; 
meaning  of,   125  ;  monetary,  89,  112  ;    nominal, 

406  ;  Portugal,  64 ;  the  approach  to  an  ideal,  407  ; 
value,  406. 

United  States— Act  1878,  182  ;  attempt  to  maintain 
parity,  185  ;  bank,  31,  87,  181, 197,  226,  256.  286, 
287,  297 ;  bimetallism,  180,  182  ;  caution,  338  ; 
change  in  conditions,  1890,  338 ;  circulation,  50, 
201,  321,  322,  435  ;  coinage,  1892,  175,  176,  180 ; 
coins,  45-46,  181 ;  comparison  with  silver  coun- 
tries, 389  ;  crisis  1893,  423  ;  currency,  181,  344, 
370,  393,  434  ;  demonetization,  136  ;  deposit,  (J. 
S.  notes,  23;  different  money  systems,  191  ;  dis- 
crediting, 81 ;  effect  of  panics,  322 ;  endorse- 
ment, 373 ;  exchange,  3,  14,  15,  24,  23,  27,  422, 
424  ;  experience,  180 ;  first  coinage,  176  ;  foreign 
debt,  428  ;  gold,  50,  104,  130, 181,  183,  186,  338, 340, 
422,  425,  427,  428 ;  Government  forced  loans,  370  ; 
greenback,  370,  428 ;  issue  power,  195 ;  invest- 
ments, 429  ;  legal  and  market  ratio,  ISO  ;  liquida- 
tion, 339  ;  loans,  338 ;  money,  80,  180,  390,  393  ; 
monetary  history,  84,  190  ;  notes,  30,  316,  370,  371  ; 
panics,  422  ;  place  in  issuing  money,  192  ;  policy, 
370  ;  predictions,  423  ;  present  banking  system, 
197 ;  prices  and  wages,  390-393,  409  ;  prosperity, 
338 ;  purchase  law,  179 ;  railroads,  338 ;  real 
trouble,  428  ;  recent  developments,  186  ;  redemp- 
tion, 202,  323  ;  resources,  338 ;  securities  re- 
turned. 428  ;  silver  and  gold,  184  ;  silver,  50,  120, 
179,  191,  390 ;  standard,  103,  191,  405  ;  stocks, 
301  ;  treasury,  192,  423  ;  wage  earners,  392.  393  ; 
Wall  Street,  371 ;  worn  coin,  180. 


Uruguay— Currency,  68. 
Utility— Defined,  99. 


Value— Bullion,  126  ;  changes,  174,  405  ;  common 
unit,  74,  83  ;  confusion,  106;  definite,  82,83  ;  defi- 
nition, 78,  99;  dollars,  76  ;  equality,  86  ;  estimated 
in  money,  76  ;  finance  and,  100  ;  fixed,  86;  gold, 
135,  376,  387,  406  ;  harmony,  84  ;  increased,  138  ; 
in  exchange,  138  ;  intrinsic,  86  ;  measures,  76,  79, 
85,  405  ;  money  in  action,  100  ;  money  as,  78,  83, 
888  ;  necessity  of  unit,  82,  100  ;  question  as  to 
measure,  86, 147  ;  rise,  99  ;  scientific  standard,  85, 
101  ;  silver,  135,  412  ;  stability,  83,  403  ;  stan- 
dards, 82,  100, 101,  102,  405  ;  uniform,  406. 

Van  Buren— Banking,  288  ;  safety  fund,  288. 

Venezuela — Currency,  68. 

Vermont— Banking,  223-225,  273-277. 

Victoria— Banking,  53. 

Volume— Currency,  98,  98,  201;  money,  95. 


Wages— Changes,  878,  388, 389  ;  China,  395  ;  Chris- 
tian era,  122  ;  depreciation,  877,  398  ;  earner,  378, 
381,  388,  392  :  England,  409  ;  excessive  circula- 
tion, 167  ;  exchanges,  379,  388  ;  foreign  countries, 
379,  380,  409  ;  France,  409 ;  Germany,  409  ;  gold, 
376,  378,  429 ;'  India.  396-397  ;  inflation,  378  ; 
Jamieson,  399 ;  Japan,  394,  395  ;  Mexico,  398 ; 
money,  94,398;  nominal  and  real,  386;  paychecks, 
312  ;  prices,  378,  398, 498  ;  purchasing  power,  386, 
388 ,  487,  relative,  408,  409,  410,  481,  462  ;  silver, 
187,  377,  379,398,  413  ;  Sumner  on,  137  ;  Thompson 
on,  380 ;  United  States,  891-393,  409. 

Walker,  Amasa,  479. 

Walker,  P.  A.— Bimetallism,  415-416  ;  coin,  140. 

Wall  Street,  Influence  of,  116,  371. 

Walsh,  Mr.— Denial,  133. 

War,  Civil— Standard  during,  405  ;  exigencies,  151  ; 
expenses,  151  ;  increases,  150. 

Warner,  John  DeWitt— 338-356,  369-382,  477,  467, 
490. 

Warwick,  Mavor  of  Philadelphia,  474. 

Wealth— Civil  War,  392. 

Webster,  Daniel— Credit  and  confidence,  494. 

Weight— Coins,  2,  6,  7,  10, 12,  16,  18,  45,  46,  71;  dol- 
lar, 112  ;  English  sovereign,  51,  silver  dollar,  45, 
46,  180. 

Weisinger— On  free  coinage,  479. 

West— Free  banking,  212. 

Wheat—"  Coin"  on  price,  123  ;  prices,  137. 

Whitney,  D.  R.,  on  Suffolk  Bank,  276. 

Wiggins— Loans,  235. 

Wildcat,  Banks,  213. 

Windom,  Sec— Elasticity,  320. 

Wisconsin— Banking,  212. 

"World's  Currencies,  The,  49-72." 


